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STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


WEDNESDAY, OCTOBER 21, 1953 


Unirep STATES SENATE, 
SPECIAL SUBCOMMITTEE ON MINERALS, MATERIALS, AND 
Kurs Economics, 0F THE COMMITTEE ON 
INTERIOR AND INsuLAR AFFAIRS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 1 p. m., in the commit- 
tee room, 224 Senate Office Building, Washington, D. C., Senator 
George W. Malone, Nevada (chairman of the subcommittee) presiding. 

Present: Senator George W. Malone, Nevada (chairman of the 
subcommittee). 

Present also: Jerome S. Adlerman, counsel to the subcommittee; 
George B. Holderer, committee engineer; and Richard G. Sinclair, 
subcommittee accountant. 

Senator MALone. The subcommittee will be in order. 

The subcommittee is now starting its investigation of the Interna- 
tional Materials Conference. This organization was established by 
executive agreement between President Truman and the British Prime 
Minister, Clement Atlee, without congressional authority. 

It appears that the International Materials Conference has limited 
the United States access to world materials, has established export 
quotas for certain critical materials in which the United States is 
the dominant producer, and it has curtailed the stockpiling program 
authorized by the Congress. 

Congressman Martin of Iowa has made a very detailed study of 
the activity of the International Materials Conference and he has 
agreed to testify so that we may have the benefit of his knowledge of 
the background and activities of the International Materials Con- 
ference. 

Congressman Thomas E. Martin is making himself available today 
for the benefit of our committee, and I can tell you that we are very 
glad to have you, Congressman Martin. 


STATEMENT OF HON. THOMAS E. MARTIN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF IOWA 


Representative Marriyx. Thank you, Senator. 

Senator Martone. I know your time is limited and you have made a 
special effort to come here today. We are very appreciative. 

If you would care to indicate when you submit an exhibit whether 
you would like to have it made a part of the record as a part of your 
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tatement or as an exhibit, we will conform to your wishes as much a 
we can We know that you have spent years 1n the tudy of the 
subject that you W li cover today, and speaking as one member of 
the committee, | con ide the comm ttee very Tortunate I hay ne’ vou 
with us today. I know you will be available later, when we tart 


) 
o ill the witnesses we expect to hear, 
Congressman, 1f you will proceed in your own way, we will have a 
minimum of interruptions until you complete your testimony. 


summing up the information from : 


Representative Marrin. Mr. Chairman, my name is Thomas E 
Martin, Member of Congress, representing the First Iowa District. 
My nit lowa City, lowa. This is my eighth term in the House 


of Representati : For 8 years I served on the Committee on Military 
Affa l ind fo the pa { 1 years | have served on the Committee o1 
W L\ ind Meat of the House of Represent itives. 

I will pre eed with my prepare d statement at thi time. 

Many years before I came to Congress I taught military science 

ad served as assistant coe of military clence and 
tactics at the U SIty of Iowa. : ave spe ial stu ly to the esse 
l als of 1 it101 11 defe se and one of t he e basic elements of such defe) eG 
was the need for an adequate stockpile to build the armaments and 
supple necessary for an adequate national defense. 

At the outset I wish to state that Iam a repre entative of a cor 
hog district. As far as I know there are no mines or strategic 
mit erals which com from my State al | I have no ax to grind for al 
local industries. 

I was assigned to the Committee on Military affairs, and to my 
reat surprise, when I first entered Congress, I found there was no 
Lw recognizing the importance of a stockpile of strategic and critical 
materiais on our books, al d one of the first things I undertook while 
on the Committee on Military Affairs was the enactment of such law in 
January 1939, and Public Law 117, of the 76th Congress was enacted 


The re Was col siderable Col troversy at that time or whether or 
not a Buy American clause shoul go into the law. In February 1941 


e Committee o1 M litary Aff: airs became concerned over the lure 
of the adm nistrative agencies to make progress on the stockpiling 
i al al al 1! vestigation was col ducted which Cl tic zed the 
fal of the administration in 1941 for not carrying out the spirit 


and intent of Public Law 117. The needs of industry were not met by 
er or small operations carried out ur der Public Law 117. 
The military approach to it had been completely in aoe te. During 
World War II the RFC expended approximate ‘ly $12 bi lic mn for stra 
tegic and crit il materials, and at the termination of the war a con 
siderable amount of these materials was still withn ey jurisdiction 
of the RFC. 

The Milit iry Affairs Committee of the House and Senate then 
undertook to develop a more eo stockpile 2 ag on on so that 
we might be spared the difficulties we went through g bah 
War II. and it of that was deve oped Public Law 590 a the 79th 
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Congress, siened into law Jat lary 25. 1946 It was discovered in co 
ference on this bill that a pal wraph, No. 10. had been reinserted, 
vi ch provided that all sto kpile purehases made abroad shall come 
n duty free, and we discovered that this was ponsored by the State 
Department. We fought this very bitterly, ana ovel the hidden oppo 

on of the State Department we finally succeeded ! eliminating this 


free-trade program from the stockpile law. 
PUBLIC LAW 520 


At this point IL should offer Public Law 520 of the 79th Congress. 

Senator Manone. That will be accept | as committee exhibit No. 
| of Congressman Martin’s testimony. 

(The document re fe gn to was marked “Exhibit No. 1” and 
pears in the appendix . 335.) 

Representative ote rmx. The purpose and 
were expressly set forth in the aet: that Publ 

fhe acquire and retain stocks of strategic and critical 
materials. 

2. To encourage the conservation and development of the 
sources of rian strate vic and eritical mater ials within the United 
States and thereby prevent wherever possible the dangerous and 
costly dependence of the United States upon foreign nations for 
the supplies of those materials in times of national emergency. 

3. The act further provides for the creation of industry ad- 
visory committees. 

The act further provided that we “buy American.” 

The act also provided that certain strategic materials be 
transferred to the stockpile. 

There was another provision in the Stock Pile Act which 
provided that no withdrawals could be made from the stockpile 
without consent of Congress or by the President of the United 
States in a declared emergency. This was placed in the act as 
an insurance policy and the Government was a to use the stock 
pile to browbeat the mining industry. At no time was it ever 
contemplated that the stockpile was to be used to manipulate 
prices or to support the economy of foreign nations. It was 
designed purely and simply for national security. 

One of the most disturbing things which surrounded the stockpile 
is the fact that President Truman, when he signed the stockpile 
law, issued a statement simultaneously with the signing of the act 
on July 23, 1946, in which he said it was only because of the over- 
riding import: ince al the act that he was able to overcome his re- 
luctance in signing the bill with a “Buy American” provision. Presi- 
dent Truman pointed out ways and means which define exceptions 
in the role of “Buy American” and he enumerated his policy in the 
following words. 

At this point I will offer an exhibit which is the complete statement 
of President Truman on the signing of Public Law 520. 

Senator Matone. I suggest, Congressman Martin, that we make 
this statement a part of the record at this point. 


intent of the Congress 
i¢ Law 520 was 
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(The statement referred to is as follows:) 

JULY 23, 1946. 
STATEMENT BY THE PRESIDENT IN APPROVING 8. 752 

I have today signed the Strategic and Critical Materials Stock Piling Act 
because it is important to the national interest that this Government have the 
power to acquire stockpiles. 

It is only because of the overriding importance of this purpose that I am 
able to overcome my reluctance to signing a bill which reaffirms the application 
to stockpile purchases of the provisions of title III of the act of March 3, 1933 
(47 Stat. 1520), known as the Buy American Act. Those provisions will not 
only materially increase the cost of the proposed stockpiles but will tend to 
defeat the conservation and strategie objectives of the bill by further depleting 
our already inadequate underground reserves of strategic materials. Further 
more, there can be a serious conflict between those provisions and the foreign 
economic policy which this Government is actively pursuing. It also seems 
to me that the application of the Buy American Act may frequently hamper 
the effective achievement of the essential purpose of the legislation which is 
to enlarge the stock of vital raw materials available within our borders in time 
of possible emergency. 

The Buy American Act requires that only articles produced or manufactured 
from materials originating in the United States shall be purchased for public 
use. However, the act also provides that exceptions to this rule may be made 
when Buy American purchases are determined “to be inconsistent with the 
public interest or the cost to be unreasonable.” This provision clearly indi 
cates that the stockpiling program should not be used as a means of generally 
subsidizing those domestic producers who otherwise could not compete success 
fully with other domestic or foreign producers. Furthermore, to insure that the 
necessary stockpiles are accumulated as rapidly as deemed advisable and with a 
minimum cost to the public, this act should not be used as a device to give 
domestic interests an advantage over foreign producers of strategic materials 
greater than that provided by the tariff laws. 

It is the policy of this Government to work for international action to reduce 
trade barriers. We have proposed to other countries a set of principles governing 
trade, and look forward to the successful conclusion of broad international ar 
rangements embodying the essential principles of these proposals. Pending the 
conclusion of such arrangements, it is the policy of this Government to avoid 
taking measures that will raise barriers to trade or prejudice the objectives of 
the forthcoming discussions. We are asking other countries to follow similar 
policies. 

The United States is opposed to governmental policies fostering autarchy, for 
itself as well as for others Encouragement of uneconomic domestic produce 
tion and unjustified preferential treatment of domestic producers destroys trade 
and so undermines our national economic strength. A large volume of soundly 
based international trade is essential if we are to achieve prosperity in the 
United States, build a durable structure of world economy and attain our goal 
of world peace and security. 

Representative Martin. Quoting from President Truman’s state 
ment that I just filed: 

This provision clearly indicates that the stockpiling program should not be 
used as a means of generally subsidizing those domestic producers who otherwise 
could not compete successfully with other domestic or foreign producers. * * * 

It is the policy of this Government to work for international action to reduce 
trade barriers. * * * 

Encouragement or unnecessary domestie production and unjustified prefer- 
ential treatment of domestic producers destroys trade and so undermines our 
national economic strength. * * * 

The above statement of President Truman was, in my judgment, 
virtually an instruction to all subordinates to ignore the Buy Ameri- 
can provisions of the act and was the key which explained the actions 
of the administrative agencies’ failure to carry out the directive of 
Congress to encourage the development of domestic sources of stra- 
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tegic and critical materials and to endeavor to make the United States 
as independent as possible of foreign sources of supply. 

The policy set by President Truman’s statement was carried out by 
our Government agencies charged with acquiring the stockpile. These 
Government agencies favored acquisition for the stockpile from for- 
eign sources of supply to the detriment of the development of domestic 
sources. These agencies made large-scale purchases of minerals and 
metals abroad and granted substantial financial assistance in develop- 
ing foreign sources of raw materials. This financial assistance could 
well have been spent in developing our own domestic sources and aid- 
ing our marginal mines which would have made this country inde- 
pendent of foreign sources of supply. 


STATE DEPARTMENT OBJECTIVE YARDSTICK 


The yardstick to acquire strategic and critical materials for the 
stockpile was to provide that quantity of material needed to supply 
our industrial economy including military production for a period of 
5 years at a rate of consumption equal to the maximum consumption 
for any year of World War II, from which total should be deducted 
the amount of such items which could reasonably be expected to be 
produced within the continental United States and within accessible 
locations in the Western Hemisphere in that 5-year period of time. 

At the outset Congress proceeded on the theory that the stockpile 
could be accumulated on a $4 billion basis. By the time the Korean 
war started in June 1950 they had spent, under Public Law 520, 20 
vercent of the $4 billion. 

By July 1951 the stockpile cost was boosted to $8 billion and the 
Munitions Board then had only 36 percent of the yardstick in stock- 
pile, and this was not a balanced stockpile. 

Increasing the rate of expenditure when the stockpile fund was 
raised to $8 billion created a near panic condition in the market and 
aggravated the general shortages. 

Originally it was contemplated that the stockpile goal would be 
achieved within 5 years after enactment of Public Law 520 in 1946. It 
is clear that the Munitions Board failed in its function and the goal 
which should have been fulfilled in 1951 was extended to 1953 and it 
does not look as though it will be completed for several more years, 
in fact some of the contracts are reported to extend to 1958. It must 
also be borne in mind that the stockpile had the advantage of obtain- 
ing ee minerals and metals which amounted to approximately $1 
billion by transfer from the RFC when Public Law 520 was enacted. 
According to the latest published reports we are about 67 percent com- 
plete in our present inventory. 

Had the Muntions Board functioned properly they could have 
avoided the necessity of paying the high prices they were forced to 
meet after Korea, because in the course of the past few years the 
prices paid for strategic materials going into the stockpile have in- 
creased in some cases twofold. 

Many of these highly strategic and critical materials come from 
countries at the opposite side of the globe over long and farflung sea 
lanes, the defense of which becomes highly questionable when we are 
faced with an enemy who has a large, efficient submarine force and 
a large air force, much larger than Germany had during World 


War II. 
























STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


SHIP LOSSES WORLD WAR II 


Senator Maronr. At that point, Congressman Martin, do you have 
the figures on the destruction of our merchant vessels by submarine 
in 19427 

Representative Martin. I do not have them here. 

Senator Martone. I would like to make a part of the record at this 
point merchant vessels lost, worldwide, in 1942, from all causes in- 
cluding submarine, aircraft, surface craft, enemy mines, and other 
enemy action, and marine casualty. The total for the year 1942, from 
January to December, was 1,150 vessels lost. 

Representative Martin. What year was that? 

Senator MaLtone. 1942. 

Representative Martin. Yes. 

Senator Martone. I will make that table a part of the record at this 
point, and I would like to call your attention to this document, entitled 
“United States Fleet Antisubmarine Summary” by R. S. Edwards, 
Deputy Commander in Chief, United States Fleet, and Deputy Chief 
of Naval Operations. This summary portrays graphically the var- 
ious phases of the antisubmarine campaign in the Western Atlantic. 
While the entire summary will be retained in the committee’s files, 
I would like to submit as exhibit No. 2, the following chart which 
appears on page 43 of this summary. 
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I might say just as an example that in order to obtain the cargo 
that we were able to get through with all of these sinkings, we had to 
utilize 248 surface craft and 721 aircraft. So it is obvious on the 
face of it that the cost of materials in the stockpile, or the cost of a 
going concern mining industry would be minute in comparison to the 
lives of the men lost by enemy action, vessels sunk, and the terrific 
expense of the naval and air protection. 

Representative Martin. Senator, that is very good proof there in 
support of my general statement, and I am very pleased to have that 
additional information. 

I was speaking from general observation at the time I was serving 
on these committees investigating the whole program. 

Senator Martone. In 1942, Congressman, it shows in this official 
table that merchant vessel losses from submarine action amounted to 
6,257,553 tons; loss from aircraft 704,575 tons; from surface craft 
393,218 tons; from enemy mines 103,188 tons; from other enemy ac- 
tion 254,190 tons, and from marine casualty 620,266 tons. Thus, in 
1 year, 1863 vessels were lost, aggregating a total tonnage of 8,332,990 
tons. 

This is very interesting information, but I do not wish to interrupt 
your testimony to go into it further. 

Representative Martin. Thank you very much. 

That bears out my general statement here from my own observa- 
tions that our experience was a very sad one in the early years of 
World War II when we found most of our ore carriers being sunk 
close to our shores by a few German submarines. Anyone versed in 
military strategy must have grave misgivings on our ability to bring 
in heavy tonnages of ore from far distant shores. 

The whole administration of the Stockpile Act was bedeviled by 
the multiplicity of agencies which became involved in the program. 
It has been reported that as many as 50 agencies have their finger in 
the stockpiling program. 

I am glad to see that the Hoover Commission reorganization plan 
to abolish the Munitions Board and remove the authority of other 
agencies in the stockpiling program was finally adopted and the com- 
plete authority for stockpiling policy was vested in the Office of De- 
fense Mobilization. 

Even so I feel that other agencies will seek to participate in the 
stockpiling policies, particularly the State Department who has con- 
sistently endeavored to use the stockpile as a means of bolstering 
foreign nations rather than the use for which it was originally in- 
tended as insurance in our national security. 

From my observation I feel that there seems to have been no con- 
cern by the Munitions Board and other agencies to buy when prices 
were cheap from domestic sources and this philosophy stemmed from 
the State Department’s insistence on buying abroad and from the 
Paley Commission to keep our reserves underground. 

[ wish to point out that this theory of keeping reserves underground 
is a facile and entirely misleading theory. It takes from 3 to 5 years 
to put a mine into production. At that time we may well be de- 
feated for the failure to have the product of the mine. If our mines 
are closed down as many of them have been due to competition of 
cheap labor from foreign countries, some of these, particularly the 
wet mines, may never be able to reopen. In any event most of them 
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would take a long time to be put back into working condition. It 
would require a reassembly of trained miners. The closing down of 
a going mining industry in the Nation would provide no incentive 
for developing new fields of ore and minerals. 

It is only a short time ago in my memory that the same argument 
had been used in the petroleum industry, that our oil was being ex- 
hausted and that we should keep it underground as a reserve but as 
oil was being used up it was a greater and greater incentive for the 
petroleum companies to explore and develop new oilfields and as a 
result we have a greater known oil reserve in the United States than 
we had 25 years ago. 

Our State Department policies have had a serious and derogatory 
effect on our stockpile and defense programs. 

I am convinced that in the State Department, as in other depart- 
ments, the initiation of policy frequently stems from second- and 
third-echelon career employees, who, to a large measure are able to 
foist their plans and schemes on their busy superiors. It is apparent 
to me that some of these individuals are still following the concepts of 
the old Acheson-Hiss policies. This group has exhibited undue in- 
terest in State trading and have continued to palm off upon the Gov- 
ernment of the United States international commodity agreements, a 
form of international cartels, and State trading which negate Ameri- 
can concepts of free, competit ive private enterprise. 

Senator MaLone. May I interrupt you at that point, Congressman ? 

Representative Martin. Yes, sir. 

Senator Matonrg. Do you agree with the idea that there is a definite 
economic approach as well as a political approach to destroy this 
Nation? The economic approach might be deliberately making us 
dependent upon sources across | or 2 oceans for the materials without 
which we cannot effectively fight a war. Might not our own domestic 
economy be destroyed through the same policy ¢ 

Representative Martin. I have a very definite feeling that that has 
been the case. I believe my full statement will bear that out because 
[ have been watching this very closely throughout the years. I have 
had many battles with them about some of these policies. 

Senator Matonr. Do you suppose it was an accident or just a coinci- 
dence that in 1934 two very significant events took place ¢ 

One was the recognition by the United States of Communist Russia 
without any safeguards whatsoever. The other was a virtual free- 
trade enactment which took away from Congress its constitutional 
responsibility of fixing duties, imposts, and excises and of regulating 
foreign commerce. By this act, these responsibilities were placed in 
the hands of the executive branch, which resulted in the State Depart- 
ment’s manipulation of these powers. 

Representative Martin. I cannot feel that those developments were 
accidental. I cannot help but feel that those policies rode roughshod 
over the national defense of this Nation that I am here discussing, and 
I believe my complete statement will bear out my convictions very 

fully. 

Senator Martone. In other words, those two events, unconnected in 
the minds of the public, have been a continual source of pressure to 
develop the political approach as exemplified by Mr. Hiss and others 
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to destroy us. The economic approach to destroy us 1S exemplified by 
the actions, that you are now deseribing, of the State Department, 
and the multiplicity of boards? 

Representative Martin. Yes, sir. I think my statement here is 
right in full agreement with your point, that the group has exhibited 
undue interest in State tr: ading and have continued to palm off upon 
the Government of the United States international commodity agree 
ments, a form of international cartels, and State trading which negate 
American concepts of free, competitive private enterprise. 


SECOND AND THIRD ECHELON POLICYMAKERS 


I think this administration should examine closely into the opera 
tions of such second and t hird ec he lon polie Vink ikers. We can trace 
their operations since 1945 when some of these little known policy 


makers were authors of a State Department booklet called Proposals 
for expansion of World Trade and Employment, issued by the State 
Department in November 1945. 

[ offer that as my own exhibit. 

Senator Martone. This exhibit, dated November 1945, 5 eee 


sae Expans ion of World Trade and Emp loyme ‘nt, develo ype “Ll | the 
technical staff of the United States State Department in preparation 
for an International Conference on Trade and Employment and 


presented for consideration by the peop sles of the world, will be ac 
cepted and marked “E xhibit No. 3” in Congressman Martin’s 
testimony. 

(The document referred to was marked “Exhibit No. 3” and ap 
pears at p. 558.) 

Representative Martin. The foreword of this booklet reads as 
follows: 

Developed by a technical staff within the Government of the United States in 
preparation for an International Conference on Trade and Employment and 
presented for consideration by the peoples of the world. 

This bold move in the direction of world government directly 
threatened the measures of security in which I have been particularly 
interested throughout my entire adult lifetime. This approach you 
will recall was developed while Hiss was in the State Department and 
had just recently returned from the San Francisco Conference estab- 
lishing the United Nations, also that Harry Dexter White and Frank 
Coe were in the Treasury Department working on the monetary fund 
which ties in with this proposed plan. 

Senator Matonr. Congressman Martin, if you would allow me, at 
this point I would like to make a part of the record, the transmittal 
letter, addressed to the Secretary of State, signed Py, Wilham L. 

Clayton, Assistant Secretary of State, dated November 1, 1945. The 
entire document has been marked “Exhibit No. 3.” The letter starts 
in the first paragr: iph: “T hand you herewith proposals for consider: a 
tion by an international conference on trade and e mployme nt. Their 
purpose is entirely clear. International trade and employment are 
to be considered and not United States trade and emp ay, 

(The letter referred to and also all of exhibit 3 ap pears a Cp. 5o8). 

Representative Martin. That is a very good addition to my point 
here, 

Senator Matone. It substantiates what you have already said. 

Representative Martin. Yes. 

This booklet proposed “release from restrictions imposed by gov- 
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ernments” by which they mean abolition of all tariffs. Under the 
couise of a proposal for “release from restrictions imposed by private 
combines and cartels” it proposed to have the American antitrust laws 
subordinate to an international body. It further proposed “world 
pump priming.” Not the least of these proposals was the provision 
for the establishment of intergovernmental commodity agreements, 
which I shall develop in more detail as I proceed, 

Senator Martone. This was in 1945? 

Representative Martin. Yes. 

Senator Matong. Do you suppose that this international pump- 
priming proposal resulted in the Marshall plan? 

Representative Martin. It did develop into the Marshall plan. 

Senator Matonr. And UNRRA, the loan to Britain, ECA, and all 
like actions? 

Representative Martin. Yes. 

The fifth proposal was the formulation of an international trade 
organization to coordinate these other programs. I shall show the 
ommittee that all of these programs were finally put into effect even 
though the Congress rejected the package deal of the ITO charter. 
| would like to emphasize that this plan originated in our own State 
Department by the technical assistants, second- and third-echelon 
policymakers, under the Truman administration, and incidentally, 
many of them are still around in the same positions. They took the 
nitiative to foist this scheme upon our unsuspecting people. Their 
proposals redound with catch phrases and glib and easy promises 
for solution of our economic troubles. It is the candy-coated knock- 
out drops which can be sold to the uninitiated. 

I otter here an exhibit, resolutions of the Economic and Social 
Council dealing with the London Conference. from the 1946 Yearbook 
of the United Nations, pages 492-495. 

Senator Matone. It will be accepted as exhibit No. 4 of Mr. Martin’s 
testimony. 

Representative Martin. On February 18, 1946, the Economic and 
Social Council of the United Nations passed a resolution to sponsor 
the International Conference on Trade and Employment outlined 
in this State Department booklet. This Conference was held in 
London in the fall of 1946. The agenda of the London Conference 
were the five proposals originally developed by the State Department 
of the United States referred to above but one very important addi- 
tion was made. A new topic was inserted, as follows: International 
Agreement Relating to Industrial Production. 

This led to the point 4 program and the Marshall plan and our whole 
subsequent foreign-aid program. In other words, these programs 
were born in this London Conference, whose delegations represented 
some 17 foreign nations who made up that Conference. 

(The document referred to was marked “Exhibit No. 4,” as 
follows:) 

[Yearbook of the United Nations (1946—47) ] 


G. PREPARATORY COMMITTEE OF THE INTERNATIONAL CONFERENCE ON TRADE AND 
EMPLOYMENT 


The Council, at its first session, approved a resolution on February 18, 1946, 
concerning the calling of an International Conference on Trade and Employ- 
ment in the latter part of 1946. The Council established a Preparatory Com- 
mittee and appoimted as members the representatives of the Governments of 
the following countries: Australia, Belgium, Luxembourg, Brazil, Canada, Chile, 
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China, Cuba, Czechoslovakia, France, India, Lebanon, Netherlands, New Zealand, 
Norway, South Africa, the U. 8S. 8S. R., the United States of America, and the 
United Kingdom 

The preparation of an annotated draft agenda, including a draft convention, 
for consideration by the conference, taking into account suggestions submitted 
to it by the Council or by any Members of the United Nations, was entrusted 
to this Preparatory Committee. The Council suggested that the agenda to be 
discussed by the Preparatory Committee should include the following topics: 

A. International agreements relating to: 

(a) the achievement and maintenance of high and stable levels of em- 
ployment and economic activity ; 

(b) regulations, restrictions, and discriminations affecting international 
trade; 

(c) restrictive business practices ; and 

(d) intergovernmental commodity arrangements. 

B. The establishment of an international trade organization as a specialized 
gency of the United Nations having responsibilities in the fields of (b), (¢), 
ind (d) above. 

The Council further requested the Preparatory Committee, when considering 
the foregoing items, to take into account the special conditions which prevail 
in countries whose manufacturing industry is still in its initial stages of develop- 
ment, and the questions that arise in connection with commodities which are 
subject to special problems of adjustment in international markets. 

Finally, the Preparatory Committee was requested to make recommendations 
to a subsequent session of the Council regarding the agenda (including a draft 
convention) and the date and place of the Conference on Trade and Employ- 
ment; and also what States, if any, not Members of the United Nations, should 
be invited. 

In connection with the above resolution, the Council was informed that the 
Government of the United States had invited the Governments of fifteen coun- 
tries controlling a substantial proportion of world trade to meet for the purpose 
of negotiating the reduction of specific trade barriers and discriminations in 
advance of the general Conference. 

At the second session of the Council, the Secretary-General made an announce- 
ment in which he stated that it would not be possible to hold the International 
Conference on Trade and Employment until 1948 in view of the scope and com- 
plexity of the preparatory work which would be necessary before the Confer- 
ence could be held. The Secretary-General announced, however, that arrange- 
ments were being made for the Preparatory Committee of the Conference to meet 
in London on October 15, 1946. 

The first session of the Preparatory Committee was held in London from Oc- 
tober 15, 1946, to November 26, 1946. Its report was considered at the fourth 
session of the Economic and Social Council. The report contained chapters 
dealing with: achievement and maintenance of high and steadily rising levels 
of effective demand, employment and economic activity; industrial develop- 
ment; general commercial policy; restrictive business practices; inter- 
governmental commodity arrangements; and the establishment of an Inter- 
national Trade Organization. Annexed to it was a draft Charter of the pro- 
jected ITO. 

The Preparatory Committee requested its Executive Secretary “to draw the 
attention of the Economie and Social Council to those portions of the Report 
of the Preparatory Committee which were concerned with the possible perform- 
ance by the International Trade Organization of functions in relation to in- 
dustrial development and to ask the Economic and Social Council to state, 
before the commencement of the second session of the Committee, whether para- 
graph (3) of Article II of the Charter included provisionally in the Chapter 
on Economic Development is in accordance with the Council’s views on the 
appropriate allocation of functions relating to economic development.” 

The Economic and Employment Commission considered that it was prema- 
ture to attempt to make a rigid division of functions not yet allocated in the 
field of economic development amongst specialized agencies, commissions, and 
subcommissions of the Council, but stressed the desirability of coordinating 
policies and activities in this field with a view to providing complimentary 
rather than competitive technical services. 

It saw no reason to suggest that Artcle 11 should be omitted from the draft 
Charter, but assumed that the Conference in formulating it would consider the 
responsibilities of existing specialized agencies in this field and the terms of 
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reference established by the Council for the Sub-Commission on Economie De- 
velopment. The Commission expressed its wish to be kept informed of the 
development of plans for the ITO’s activities in this field. 

Some members of the Council, however, felt that these recommendations of 
the Economic and Employment Commission were too negative. 

The Council passed the following resolution: 

THE ECONOMIC AND SocraL COUNCTI 

HAVING CONSIDERED the request of the Preparatory Committee of the United 
Nations Conference on Trade and Employment contained in annex 8 of the 
Report of its First Session is of the view that it would be appropriate for the 
International Trade Organization to assume the functions relating to economic 
development as described in Article II, paragraph 3 of the draft charter appended 
to the above-mentioned report. The Council expects that careful consideration 
will be given by the United Nations Conference on Trade and Employment to the 
final formulation of this paragraph in the light of the agreed purposes and 
functions of the International Trade Organization, bearing in mind 

(a) the terms of reference established by the Council for the Economic 
and Employment Commission and its Sub-Commission on Economic De- 
velopment, and 

(b) the responsibility in this field of intergovernmental organizations 
which are now, or are qualified to be, specialized agencies under Article 57 
of the United Nations Charter. 

The Norwegian and U. 8. 8S. R. representatives abstained from voting on the 
resolution on the ground that advising Members on economic development was 
a function of the Hconomie and Social Council and its Commissions rather than 
of the ITO, and it was important to avoid overlapping. 

With regard to intergovernmental consultation and action on commodity prob- 
lems the Preparatory Committee recommended “that, insofar as intergovern- 
mental consultation or action in respect of particular commodities is necessary 
before the International Trade Organization is established, the Governments 
concerned should adopt as a guide the Chapter on Intergovernmental Commodity 
Arrangements of the Charter appended to the Report of the Committee.” 

It requested the Secretary-General of the United Nations, “pending the estab- 
lishment of the International Trade Organization, to appoint an Interim Co- 
ordinating Committee for International Commodity Arrangements, to consist 
of the Executive Secretary of the Preparatory Committee for an International 
Conference on Trade and Employment as Chairman, a representative from the 
Food and Agriculture Organization to be concerned with the agricultural primary 
commodities, and a person to be selected at the discretion of the Secretary- 
General to be concerned with nonagricultural primary commodities, this Com- 
mittee to keep informed of intergovernmental consultation or action in this 
field and to facilitate by appropriate means such consultation or action.” 

The Economic and Employment Commission at its first session decided to 
defer consideration of international commodity controls, and to request the 
Secretariat to collect and analyze the necessary data. 

The Economie and Social Council, at its fourth session, considering the measure 
of agreement regarding commodity problems and the coordination of commodity 
consultations reached in the first session of the Preparatory Committee on Trade 
and Employment and the Preparatory Commission on World Food Proposals of 
the Food and Agriculture Organization, decided, the Cuban and U. 8. S. R. re 
presentatives abstaining, to recommend “that, pending the establishment of the 
International Trade Organization, Members of the United Nations adopt as a 
general guide in intergovernmental consultation or action with respect to com- 
modity problems the principles laid down in chapter VII as a whole, i. e., the 
chapter on intergovernmental commodity arrangements of the draft charter 
appended to the report of the first session of the Preparatory Committee of the 
United Nations Conference on Trade and Employment, although recognizing that 
discussions in future sessions of the Preparatory Committee of the United 
Nations Conference, as well as in the Conference itself, may resut in modifica- 
tions of the provisions relating to commodity problems.” 

The Council also requested the Secretary-General “to appoint an interim co- 
ordinating committee for international commodity arrangements to keep in- 
formed of and to facilitate by appropriate means such intergovernmental con- 
sultation or action with respect to commodity problems, the committee to consist 
of a chairman to represent the Preparatory Committee of the United Nations 
Conference on Trade and Employment, a person nominated by the Food and 
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Agriculture Organization of the United Nations to be concerned in particular 
wit igricuitural primar commodities, and a person to be concerned in par 
ticular with I iltural primar commodities 

In accordance w this instruction the Secretary-General appointed J. R. C 
le ore (Chait n), a member of the United Kingdom delegation to the Pre 
paratory Committee of the United Nations Conference on Trade and Employ- 
ment epresenting the Preparatory Committee, L. A. Wheeler, of the United 
States Department of A culture, representing the Food and Agriculture Organ 
ization, and G. Peter, Director of Economic Affairs at the Ministry of French 
Overseas Territories, as members f the Interim Commodity Coordinating 
th a 

At its second session the Economic and Employment Commission requested the 
Secretariat to prepare a report on the qu stion of how shortages in Lmportant 
con dities constitute obstacles to reconstruction of devastated areas, to eco 


nomic development of underdeveloped countries and to economic stability and 
full employment The report was to be submitted to the Sub-Commission or 
Employment and Economic Stability and to the Sub-Commission on Economi 
Develop! ent 

Senator Martone. Right at that point, Congressman Martin, this is 
a very interesting document which you submitted as exhibit No. 
It vets more interesting as you go through it. On page 12 under 


section (B) Tariffs and Preferences, for example, it says in the first 
paragraph : 


Import tariffs and preferences.—In the light of the principles set forth in 
article VII of the mutual aid agreements, members should enter into arrange 
ments for the substantial reduction of tariffs and for the elimination of tariff 
preferences, action for the elimination of tariff preferences being taken in con- 
junction with adequate measures for the substantial reduction of barriers to 
world trade, as part of the mutually advantageous arrangements contemplated 
in this document 

As an initial step in the process of eliminating tariff preferences it should be 
agreed that 

(a) Existing international commitments will not be permitted to stand 
in the way of action agreed upon with respect to tariff preferences. 

(b) All negotiated reductions in most-favored-nation tariffs will operate 
automatically to reduce or eliminate margins of preference. 

The most-favored-nation clause in each of these trade agreements 
correct me if I am wrong, Congressman Martin—is when a trade 
agreement is made between our country and another country and all 
other nations are entitled to the benefit of that trade agreement with- 
out entering into the agreement itself? 

Representative Martin. That is right. 

Senator Martone. Continuing to quote: 

(c) Margins of preference on any product will in no case be increased and no 
new preferences will be introduced. 

In other words, this proposal would raise a barrier against any 
increase in the tariff differential to compensate for the difference 
between the wage standard of living here and abroad. Thus, it was 
proposed that no new tariffs or import fees or duties would be 
introduced. 

I would like to make a part of the record at this time the section of 
exhibit 3 (p. 345), entitled “Tariffs and Preferences.” 

(The information referred to is as follows :) 


SecTION B. TARIFFS AND PREFERENCES 


1. Import tariffs and preferences.—In the light of the principles set forth in 
article VII of the mutual aid agreements, members should enter into arrange- 
ments for the substantial reduction of tariffs and for the elimination of tariff 
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preferences, action for the elimination of tariff preferences being taken in con 
on with adequate measures for the substantial reduction of barriers to 
d trade, as part of the mutua idvanta 


in this document. 


\{s an initial step in the process of eliminating tariff preferences it should be 
eed that 
a. Existing internati | commitments wi t be permitted to stand in 
the way of action a preed upon ae aaa t to tariff preferences 
h. A negotiated reductions in most-favored-nat tariffs will operate 
automatically to reduce or eliminate margins of preference 


c. Margins of preference on any product will in no case be increased and 
no new preferences will be introduced 
2. Haeport tariffs and preferences Export duties should be open to negotiation 
the same way as import duties Memb should undertake not to impose 
maintain export duties which differentiate by reference to the destinations 
which the goods are exported 


Emergency action Commitments with regard to tariffs should permit coun 
ries to take temporary action to prevent sudden and widespread injuries to 
roducers concerned Undertakings for reduci tariffs should therefore 


an escape clause to cover such contingencies 


Senator MALonr. It appears, Congressman Martin, you have un- 
covered some very interesting material. Pre bably, you have not just 
uncovered it, but this committee has enabled you to present this in- 
formation to the general pub lie. 

Representative Martin. I welcome t he opportunity to do that 

Senator MALone. We certainly welcome your a here today. 

In other words, it was not the 79th, SOth, 81st. 2d Congresses 
which thought up all these proposals. These seifialaa were for oulaied 
by the State Department long before 1945 when those Congresses came 

nto being; is that true? 

Representative Martin. That is right. It dates far back of the de- 
velopments you refer to. 

senator MALONE. Do you think that the people who wrote those 
proposals 1 in 1945 are still in control of the deve lopment of this pro- 
gram ¢ 

Representative Martin. Yes, sir; I have come across a few of them. 
In reply to some of my further requests for special reports, for in- 
stance, regarding manganese, they sent over a report that obviously 
was a verbatim copy ot reports lL received over the past |) years. I 
sounded otf rather vigorously against their cop) ing out of their files 
this stuff I have been confronting throughout all this time in my effort 
to get some production rolling on a material as vital to our national 
defense as manganese is. 

The London conference led to the point-4 program and the Marshall 
plan and our whole subsequent foreign-aid program. In other words, 
these programs were born in this London conference, whose delega- 
tions represented some 17 foreign nations who made up that con- 
ference. 

Senator MaLone. Do you have a list of those Nations? 

(See exhibit No. 6 at p. 461 

Representative Martin. I think that is well worth ster for 
emphasis bec ause that marks, as far as I can determine, the beginning 
of point 4 that follows. 

Senator Matonr. What was the date of this conference? 

Representative Martrxn. This London Conference was in the fall 
of 1946. 

Senator Matonr. At this time, I would like to insert a portion of 
exhibit 3 in the record, that is chapters I and II of section C, Pro- 













































16 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


posals Concerning an International Trade Organization. It contains 
a discussion of the need, purposes, and membership of an international 
trade organization: 


C, PROPOSALS CONCERNING AN INTERNATIONAL TRADE ORGANIZATION 


NEED FOR AN INTERNATIONAL TRADE ORGANIZATION 


1. Measures designed to effect an expansion of trade are essential because of 
their direct contribution to maximum levels of employment, production, and 
consumption, Since such expansion can only be attained by collective measures 
in continuous operation and adaptable to economic changes, it is necessary to 
establish permanent machinery for international collaboration in matters affect 
ing international commerce, with a view to continuous consultation, the pro 
Vision of expert advice, the formulation of agreed policies, procedures, and 
plans, and to the development of agreed rules of conduct in regard to matters 
affecting international trade 

2. It is accordingly proposed that there be created an International Trade 
Organization of the United Nations, the members of which would undertake 
to conduct their international commercial policies and relations in accordance 
with agreed principles to be set forth in the articles of the organization. These 
principles, in order to make possible an effective expansion of world production, 
employment, exchange, and consumption, should: 

(a) Provide an equitable basis for dealing with the problems of govern 
mental measures affecting international trade ; 

(0) Provide for the curbing of restrictive trade practices resulting from 
private international business arrangements; and 

(c) Govern the institution and operation of intergovernmental commodity 
arrangements, 


PROPOSED INTERNATIONAL TRADE ORGANIZATION 


There follows an outline of the principles which it is proposed 
should be incorporated in the articles of the organization : 


CHAPTER I. PURPOSES 


The purposes of the organization should be: 

1. To promote international commercial cooperation by establishing ma 
chinery for consultation and collaboration among member governments regard 
ing the solution of problems in the tields of international commercial policies 
and relations, 

2. To enable members to avoid recourse to measures destructive of world 
commerce by providing, on a reciprocal and mutually advantageous basis, expand 
ing opportunities for their trade and economic development. 

3. To facilitate access by all members, on equal terms, to the trade and 
to the raw materials of the world which are needed for their economic 
prosperity. 

1. In general, to promote national and international action for the expansion of 
the production, exchange, and consumption of goods, for the reduction of tariffs 
and other trade barriers, and for the elimination of all forms of discriminatory 
treatment in international commerce; thus contributing to an expanding world 
economy, to the establishment and maintenance in all countries of high levels 
of employment and real income, and to the creation of economic conditions con 
ducive to the maintenance of world peace. 


CHAPTER II, MEMBERSHIP 


The original members of the organization should be those countries participat 
ing in the Conference on Trade and Employment which accept membership. 

Senator Manone. I do that, Congressman Martin, because in the 
Sist and 82d Congresses we continually heard about the International 
Trade Organization. It was my pet hate, Lremember. We finally dis 
couraged them in their attempts to obtain congressional approval for 
such an organization. In your testimony I think you will probably 
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er its suecessor organization, the International Materials Confer 
e. In my humble opinion none of these organizations are dead un- 
; we kill them now. 
Representative Martin. Yes, [ will discuss various points as they 
velo De 
Iw il] offer here an exhibit. the oflicial report of the I nited States 
ation to the first meeting of the Preparatory (C‘committee for the 
International Conference on ‘Trade and Kmployment, October 15. 
LG, 
Senator Martone. It will be marked as exhibit No. 5 of Congre 
Martin’s testin ony. 
The document referred to was marked “Exhibit No. 5” and ap 
irs In the appendix at p. 355.) 
Representative Marittn. The official report of the United States 
egation to this first meeting of the Preparatory Committee for the 
ernational Conference on ‘Trade and Kmployme t, that is, the 
London Conference of 1946, which report was made (to our State De 


rtment) contaims a very interesting bit of information. It said: 


The sessions were inaugurated by a speech by Sir Stafford Cripp He stated 
be necessary for nations to give up some of their sovereignty in the eco 

ic field; that, in the opinion of the United Kingdo the fundamental idea in 
eld was that it must be both the policy and the duty of each separate nution 
rovide for full employment and to avoid the “exporting” of unemployment; 
finally, that although risks must be taken in the tield of international trade 
uuld not be possible to divert trade from its old channels unless there was 


assurance that new channels would be created 


In other words (Cripps, a member of the British Labor Party and 
Nn avowed Socialist said) we must give up our economic sovereignty, 

‘must not protect the American worker against unemployment with 

riffs so as not to export unemployment and the British would not 

ve up their Empire preference system until we had created nev 

annels of trade whereby they could export to us enabling England 

indersell American producers in our own market. 

The chairman of the United States delegation, Mr. Wilcox, named 
everal principles on which he felt that all nations must agree. Among 

ese principles was one that the rules of international commerce 

ould be so drafted that they would apply with equal force to all na 
ons regardless of their different ty pes of economies. In other words, 
the rules should apply to socialistic and communistic nations as well 

our own. Just how was not explained. 

Che report goes further with reference to Mr. Wilcox’s position, as 
follows: 

He also referred to the desire of the United States to aid in the early indus- 

ation of the less developed sections of the world on a sound basis 

Senator Matonr. Could that be a direct reference to the colonial 

ive nations controlled by the empire-m nded nations, England, 
l'rance, Belgium, and the Netherlands ? 

Representative Martin. I think there is a very real connection 
ere, 

Senator Martone. In other words, American taxpayers’ money 
would be diverted to develop their colonies ? 

Representative Martin. That is right. 

Here is point 4 and the Marshall plan 6 months before General 
Marshall proclaimed his plan at the Harvard commencement in June 
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1947, and more than Z years before President Truman outlined point 
tin his inaugural address in January 1949. 

This is another example of how lower echelon planners put words 
into the mouths of elected officials. 

Senator Martone. And appointed officials, I might say. 

Representative Martin, ‘That is a good correction. I have anoth« 
exhibit here, which is the re port of the first session of the Pre pars Lt 
Committee of the United N: ations ( ‘onference on Trade and E miter 
ment, October 1946, United Nations Publication E/PC/T/33. 

Senator Matonr. That will be accepted and marked “Exhibit No. 
6” of Congressman Martin’s testimony. 

(The document referred to was marked “Exhibit No. 6” and 
pears in the appendix at p. 385.) 

Representative Marrin. Shortness of time makes it imposible for 
me to go further into many other interesting pomts in this official 
report of the United States delegation to the London Conference. 

I will offer an exhibit, a report of the Drafting Committee of the 
Preparatory Committee of the United Nations Conference on Trade 
and Employment, January 20 to February 25, 1947, United Nations 
Publication E/PC/T/34. 

Senator Matoner. It will be accepted and marked as “Exhibit No. 
7” of Congressman Martin’s testimony. 

(The document referred to was marked “Exhibit No. 7” and ap- 
pears in the appendix at p. 509.) 

Representative Martin. In 1947 the Drafting Committee of the 
Preparatory Committee of the United Nations Conference on Trade 
and Employment held a second conference at Lake Success, N. Y. 
This conference adjourned on February 25 and on the same date in 
formal hearings on the proposed charter for an International Trade 
Organization were started by the United States Department of Com- 
merce field offices. "These hearings extended to March 12, 1947. 

I will have another exhibit here, a report on informal hearings by 
the Department of Commerce field offices on proposed charter for an 
International Trade Organization, February 25—March 12, 1947. 

Senator Mantonr. Could that, Congressman Martin, have been the 
same International Trade Organization which we fought so as- 
siduously and finally secured the promise of the State Department 
that it would not attempt to push its adoption for a time ? 

Representative Martin. That is exactly what I am developing. 

Senator Martone. If you are going to cover this situation later in 
your testimony, I will withdraw the question, but if we had adopted 
the International Trade Organization in Congress, just what could 
the State Department have done ? 

Representative Martin. They have done a lot without the author- 
ization of Congress. I can imagine they would have gone to extremes 
had they had congressional approval of the plan. 

Senator MALoNE. You have established that the movement for the 
establishment of such an organization started in 1945. The Inter 
national Trade Organization pushed in congressional committees for 
several years could be summed up as an organization in which mem- 
ber nations, meeting at least once each year, could determine the possi- 
ble world consumption and allocate production to the various nations 
on the basis of need, or entitlements to consumption, or some other 
trick wording that they had invented at our expense. 
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Representative Martin. Yes, I will develop some of that. 

I submit for the record at this point the report of these informal 
hearings and I call your particular attention to attachment No. 1, a 
list of the panel members assigned to each of the he: aring cities. You 
will note that Willard L. oe then Assistant Secretary of State, 
and Thomas ©. Blaisdell, Jr., then Assistant to the Secretar y of Com- 
merce for International rein were active in the Washington, D. C., 
and New York hearings. Mr. Thorpe’s interest in these programs will 
be outlined further as we proceed with IMC. 

Senator Matonre. That will be exhibit No. 8 of Congressman Mar- 
tin’s testimony. 

(The document referred to was marked “Exhibit No. 8” and ap- 
pears in the appendix at p. 603.) ' 

Senator Matonr. Could that have been the same Thomas Blaisdell 
that the junior Senator from Nevada questioned in the hearing on 
the activities of William Remington and Mr. Lee in the Commerce 
Department ¢ 

Representative Marty. Yes. 

Senator Matonr. He was the First Assistant Secretary of Com- 
merce and he resigned very soon after that and disappe: ared. 

Represent: itive Martin. He is the person responsible for the em- 
ployment of William Remington by the Government. 

Senator Matone. He was responsib le for the employment of Wil- 
liam Remington by the Government ? 

Representative Martin. Yes. 

Returning to exhibit 5 for a moment. At the London Confer- 
ence Willis Armstrong was the adviser to our delegation on State 
trading. I noticed that this same Mr. Armstrong was the secretary of 
the Chicago and Denver field meetings. I find that he also has had 
a great deal to do with IMC. 

Senator MALone. Is this the same Mr. Armstrong who is still in the 
State Department handling these matters? 

Representative Martin. Yes. I am going to describe that in a 
moment a little more fully. 

Senator MALone. Fine. 

Representative Martin. I find that he also has a oreat deal to do 
with IMC. The Biographic Register of the State Department shows 
that he first entered Government service as a translator in the Amer- 
ican Embassy at Moscow. He subsequently was connected with the 
Lend-Lease Administration then the Foreign Economic Administra- 
tion. He then became the Director of the Russian Shipping Area for 
the War Shipping Administration. He has lectured at the American 
University and has apparently been most interested in the Russian 
d-year plans and in State trading rather than in our own free com- 
petitive economy. This is the kind of an individual who has played 
such an important part in the development of these plans which have 
so great an influence on all our people. 

Senator Martone. Congressman Martin, we have requested certain 
documents from the State Department explaining certain actions of 
the Department in setting up some of these organizations. We have 
received some of the papers requested. Quite a - number we have tem- 
porarily, I hope, been refused. We intend to have officials of the 
State Department appear before the committee and explain the exist- 
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ence of these documents, and Mr. Armstrong will be one of the ones 
called, 

Representative Marrin. IT am glad to hear that. I think that will 
be a very eood adclition to the hearings. 

Senator Mavone. Right at that point, I might mention that when 
we inquired about Mr. Armstrong’s availability to testify, we were 
informed that he is now in London at an international conference on 
the availability of tin and rubber to this Nation and other nations. 
Apparently, he is still continuing to do the same kind of work. 

Representative Martin. I have here an exhibit, the testimony of 
William Taylor Phillips, Acting Chief, International Resources Div 
sion, State De partment, before the Senate Finance Committee in hear 
ines on the International Trade Organization held March 31, 1947 
showing the original concept of international commodity arrange 
ments was praised by the State Department in 1947, 

Senator Matonr. It will be accented and marked “Exhibit No. 9” 
of Congressman Martin’ testimony. 

(The document referred to was marked “Exhibit 9” and appears 
in the appendix at p. 612.) 

Representative Marrin. The Senate Committee on Finance held 
hearings on the proposed International Trade Organization Charter 
In the spring of 1947. Senator Millikin was concerned as to whether 
the proposed intergovernmental commodity arrangements would be 
ubmitted to the Congress for approval. William Taylor Phillips, 
Acting Chief of the International Resources Division of the Depart 
ment of State, assured Senator Millikin that he would obtain a 
definitive answer to this question. Dean Acheson advised Senator 
Millikin on April 15, 1947, that such agreements would be submitted 
and said: 

Insofar as such commodity agreements impose any obligations on the United 
States requiring legislative implementation in any way, it is the intention of 
the Department that they should be submitted to the Congress. 

The IMC, which I shall discuss in detail as we proceed, was such 
an intergovernmental commodity agreement. It was never submitted 
to Congress. 

Senator Matonr. He was very careful to say if legislative imple- 
mentation is necessary they would submit such commodity agreements 
to Congress. Perhaps Dean Acheson did not consider such action 
to be necessary. 

Representative Martin. I have several exhibits here, which I offer 
at this time. 

Senator Manone. These exhibits will be received and marked 
“Exhibit Nos. 10, 11, 12, 153, and 14” of Congressman Martin’s 
testimony. 

(The documents referred to were marked “Exhibits 10, 11, 12, 13, 
and 14” and appear in the appendix at pp. 621, 697, 700, 703, 705, 
respectively. ) 

Representative Martry. A third preparatory meeting was held in 
April 1947 in Geneva known as the.Geneva Conference. Out of this 
Conference came the General Agreements on Tariffs and Trade— 
GATT. The United States participation in GATT sanctioned by 
the Reciprocal Trade Agreements Act in effect implemented one of the 
principal proposals of the State Department, to remove and reduce 
tariff rates. 
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Senator Mavone. I notice that you refer to the 1934 Trade Agree 
ments Act as the Reciprocal Trade Agreements Act. Have you eve 
noticed anything reciprocal about that act ? 

Representative Martin. No. I was merely giving you the label that 
the officials there gave it. ‘There is very little reciprocity in it. 

Senator MALONE. It seems to corre: pond, in suggestive language tu 
the American public, with the “trade not aid” slogan invented ’ 
the Chancellor of the Exchequer, Mr. Butler, of England, last 
November: does it not? 

Representative Martin. Yes. 

Senator Martone. It makes it a little more palatable with respect 
to digestion of these plans by the American public. 

Representative Martin. I will read over the titles of those exhibits 
[ handed you hurriedly at this point. 

Exhibit 10 is the report on the second session of the Preparatory 
Committee of the United Nations Conference on Trade and Employ 
ment, September 10, 1947, United Nations Publication E/PC/T/186. 

Exhibit 11 is the commentary on proposed International Trade 
Organization from the 1946-47 Yearbook of the United Nations, pages 
821 to 824. (Appendix, | ». 697.) 

Exhibit 12 is the aad of the International Conference on Trade 
and Employment Second Meeting of Preparatory Committee from 
(geneva to the Office of Public Affairs, Department of State, April 1 
1947. (Appendix, p- 700. ) 

Exhibit 13 is the report of the International Conference on Trade 
and Employment Second Meeting of Preparatory Committee from 
Geneva to the Office of Public Affairs, Department of State, April 2d 
1947. (Appendix, p. 703.) 

Exhibit No. 14 is the address by Mr. Clair Wilcox, Director, Office 
of International Trade Policy, Departme nt of State, before the Boston 
Conference on Distribution in Boston, Mass., October 21, 1947. (Ap 
pendix, p. 705.) 

Now I have another series to offer to make your record of documents 
as complete as I can for you. I have a series here now of about 
ix of these. One of these, I might add, I do not have with me at 
the present time. I will have to bring it later. 

Senator Matone. Will you please describe it, and it can be furnished 
later. 

Representative Marri. Yes, sir. 

This exhibit is the final act and related documents of the United 
Nations Conference on Trade and Employment held in Habana, Cuba, 
from November 21, 1947, to March 24, 1948. United Nations Publica- 
tion E/Conf. 2 

Senator Martone. It will be accepted as exhibit No. 15. 

(The document referred to was marked “Exhibit No. 15” and 
appears in the appendix at p. 711.) 

Representative Marrin. My next exhibit is the one I do not have 
at hand. I will get it for you and submit it for the record later 

It is the Reports of Committees and Principal Subcommittees of 
the United Nations Conference on Trade and Employment held in 
Habana, Cuba, from November 21, 1947, to March 24, 1948. United 
Nations Publication ICITO 1/8. I will have to submit that later. 
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Senator Martone. It will be accepted as exhibit No. 16 when you 
can furnish it to the committee. 

(The document referred to was marked “Exhibit No. 16” and ap- 
pears in the appendix at p. 779.) 

Representative Marrixn. My next exhibit is a description of the 
International Trade Organization, and GATT, and the history of 
hegot ations leading to the signing of the Habana Charter, from the 
1947-48 Yearbook of the United Nations, pages 973 to 979. 

Senator Martone. That will be accepted as ¢ xhibit No. 17 of Con 
ressman Martin’s testimony. 

(The document referred to was marked “Exhibit No. 17” and 
appears in the appendix at p. 957.) 

Representative Marrin. My next exhibit is the agenda and pe 
sonnel of the preconferen e briefing sessions held by the State | Jepart 
ment, November 7, 1947. 

Senator Martone. If it meets with your approval, Congressman 
Martin, we will accept the statement and make it a part ot your testi 
mony at this point, 


I . . 
(The document referred to is as follows:) 


USDel/3 
NOVEMBER 7, 1947 
United States Delegation 


UNITED NATIONS CONFERENCE ON TRADE AND EMPLOYMENT * HABANA 
PRECONFERENCE BRIEFING SESSIONS 


Room 1122, 1778 Pennsylvania Avenue NW., Washington, D. C 


Vonday, November 17 


11: 00 Opening Remarks—W. L. Clayton, Chairman 
Li: 30 General Organization of Delegation—Clair Wilcox, Vice 
Chairman 
12: 00 Physical Arrangements—Basil Cepella, Executive Secretary 
* * * * % ” » 


Review of ITO Charter 


12:30 Organization Chapters—Edmund H. Kellogg, Department of 
State 
2:30 to 5:30 Commercial Policyv—John M. Leddy, Department of State 
State Trading—John Evans, Department of Commerce 


Restrictive Business Practices—Robert P. Terrill, Depart 
ment of State 
Employment—John H. G. Pierson, Department of Labor 


Tuesday, November 18 


10:00 to 1:00 Quantitative Restrictions—George Bronz, Treasury Depart 
met 
Beonomic Development—Harry C. Hawkins, American Em 
bassy, London 
Investment—Seymour Rubin, Department of State 
2:00 to 4:00 Commodities—Donald D. Kennedy, Department of State 
Subsidies—Robert B. Schwenger, Department of Agriculture 
J. Robert SCHAETzEL, Technical Secretary. 
Representative Martin. My next exhibit is an address by Dean 
Acheson, former Secretary of State, before the House Committee on 
Foreign Affairs, Apri! 19, 1950, in support of United States accept- 
ance of membership in the International Trade Organization. 
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Senator M ALONE. It will be accepted as exhibit No. LS of Congress- 
an Martin’s testimony. 
The document referred to was marked “Exhibit No. 18” and ap 
pears in the appendix at p. 965.) 
Representative MARTIN. ~ next exhibit is labeled “A Guide to 
the Study of the ITO Charter” fro om | “Havana Charter for an Inter- 
tional Trade Organization,” March 24, 1948, Department of State 
Publication 3206 (pp. 9 16) 
Senator Martone. It will be ace pted as exhibit No. 19 of Congress 
Martin’s testimony. 
The document re vr cd to was mar 
the ere p. 970. 
R ‘p sentative M ARTIN. Following the Cit neva meeti wea vel eral 
vention of the United Nations convened in Habana, Cuba, in 
November 1947, and rave birth to the Habana Charter. It Incorpo 
rat “(| all of the proposals prepared by the little clique in the state 
Department, contained in the little pamphlet first presented to the 
per ples of the world 1h) November 1947. 
The Habana Charter was presel ted to the Ameri an Congress, and 
ngly supported by Dean Acheson. President Truman asked Con 
eress to give its assent to participation in the International Trade 
()ro nization. Hearings were held by the House Committee on kor 
Affairs in April and May 1950. No action was taken after the 
earings. Congress never ratified or approved the International Trade 
Organization. 


ked “Exhibit 19” and appears 


(Congress under the Constitution was olven the power to make 
ll laws and protect the people from il] conceived scheme such 

those engendered in the minds of the State Department clique. 
It 1s, therefore, doubly dangerous that this clique in the State 
Department endeavored through all sorts of devices to circumvent 
( oress and the laws of the Nation by doing things indirectly and 

ler cover, 

By December of 1950 President Truman at a press conference 

| that no further efforts would be made to implement the h 
rnational Trade herent Although the nieee refused 
to assent to the charter, » first pro] posal, 1 umely, release from re 
ictions imposed by vovernments, that Is : proposals for , trade, 
‘d been taken over by r GAT <r, The second proposal, release from 
etrictions impos sed by priv: ite combines and eartels, had been taken 
over by a special committee known as the Restrictive Business Prac 
tices Committee of the Economie and Social Council of the United 
Nations. The third proposal, prov iding for Intergovernme! tal com 
modity agreements, had been picked up by the United Nations In 
terim Coordinating Committee for Intergovernmental Commodity 
Agreements, and was soon to be further implemented by IMC. The 
fourth proposal, providing for world full employment, was being 
mplemented by the United Nations technical assistance group as 
well as our ECA and point 4 programs. In effect, all of the pro 
posals of the State Department with the exception of the formal 
International Trade Organization were operating when the Presi- 
dent decided to drop any further attempt to secure congressional ap- 
proval of the Habana Charter. 

I now want to concentrate on the International Materials Con 
ference. I might mention that the last of its commodity commit- 
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tees, namely the one dealing with nickel, disbanded at the end of | 
month. Immediately thereafter the United States Government 
laxed distribution controls on nickel. I do not know whether t 
central group of the IMC is still in business or not. I think it is o 
of the things which this committee should inquire into. 

The International Materials Conference is a Government grou 
originally sponsored by the British Labor Government and the United 
States State Department under the Truman administration, whi 
without the permission and contrary to the will of Congress, set 
an international cartel on strategic metals and other materials. They 
allocated to each nation a proportion of the world production and 
uuposed restrictions on the accumulation of the United States stockp 

[ hand you my next exhibit which is a press release issued b 
the State Department, dated January 12. 1951, which is the fi 
indication of the formation of international committees 0. 
commodities. 

Senator Maronse. With your approval, Congressman Martin, ] 
would like to insert this document in the record at this time. It is 
a relatively short statement. 

(The document referred to is as follows: ) 





DEPARTMENT OF STATI 
For the Press JANUARY 12, 1951 


For release at 7:30 P. M., e. s. t., Friday, January 12,1951. Not to be previously 
published, quoted from or used in any way 


JOINT STATEMENT BY THE GOVERNMENTS OF FRANCE, THE UNITED KINGDOM, AND 
rHE UNITED STATES 


In recent weeks representatives of the Governments of the United States, 
the United Kingdom, and France have given consideration to ways and means 
of bringing about cooperation among the countries of the free world to increas« 
the production and availability of materials in short supply and to assure their 
most effective use. 

Work in the field of materials has been going forward for several months 
in the. Organization for European Economie Cooperation (OQEEC) and, more 
recently, in the North Atlantic Treaty Organization (NATO) and the Organ 
zation of American States (OAS). The OEEC in particular has made valuable 
studies of the growing problems of scarce materials and has recommended thi 
calling of appropriate international conferences to deal with them. 

The events of the last few weeks have made these problems of even greater 
urgency. ‘They have also made it clear that commodity problems cannot | 
dealt with on a regional basis but must take account of the needs and interests 
of the whole of the free world. Continuing international machinery is need 
through which all of the interested governments of the free world, whether o1 


not they are members of the OK EC, NATO, or OAS organizations, can cooperate j 

. . . . . ' 
in the solution of commodity shortages which are worldwide in scope a! 
effect. 


Accordingly, the three governments have agreed that proposals should be 
made to other interested governments for the creation of a number of stand 
international commodity groups, representing the governments of producing 
and consuming countries throughout the free world which have a substant 
interest in the commodities concerned. These commodity groups would co! 
sider and recommend to governments the specific action which should be tak« 
in the case of each commodity, in order to expand production, increase av 
abilities, conserve supplies, and assure the most effective distribution and util 
tion of supplies among consuming countries, 

Early action is called for with respect to certain commodities. The Gover! 
ment of the United States has therefore agreed to send invitations immediat« 
to other interested friendly governments for the establishment of certain of th 
standing commodity groups referred to above. Others can be created as t 
needs of the free world require. Also the three governments will establish in 
mediately in Washingtun a temporary central group to provide a servicing 
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echanism for the standing commodity groups. There will be early consultations 
vith interested governments and appropriate international organizations with 
espect to the continuing functions and membership of the central group 

The new international arrangements on materials which are now proposed 
ill, of course, be greatly assisted by the contributions in this field of the OEEC, 
he NATO, the OAS, and the several existing international commodity organ 


patious. 


FORMATION OF INTERNATIONAL MATERIALS CON FERENCI 


Representative Martin. The International Materials Conference 
first came to public attention through a press release issued by the 
State Department on January 12, 1951, as a joint statement issued by 
the Governments of France, the United States and the United King 
dom. This statement was released shortly after Prime Minister Atlee 

isited the United States in December 1950, and asked for an increased 
share of the world’s materials for Britain at prices Britain could 
ifford to pay. 

Senator Matonr. Who made up the difference between the price 
they could afford to pay and the price at which they were purchasing ¢ 
Representative Martin. There is just one fellow who did that. 

Senator MALonr. That was Uncle Sam ? 

Representative Martin. That was Uncle Sam. 

I offer here two exhibits, press releases issued by the State Depart- 
ment, February 21, 1951, and February 24, 1951, which set forth the 
separate commodity committees and show the establishment of the 
International Materials Conference. 

Senator Martone. The exhibits will be accepted. 

(The documents referred to were marked exhibits 20 and 21 as 
follows :) 

EXHIBIT 20 


DEPARTMENT OF STATE 


For the Press. FEBRUARY 21, 1951. 
No. 138 


At his press conference today Secretary Acheson made the following state- 
ment: 
SCARCE COMMODITY COMMITTEES 


I am informed that a number of you have inquired about the status of our 
efforts at creation of international machinery for the control by the free countries 
of scarce commodities, and particularly about the creating of scarce commodity 
committees. 

Six such committees have been created. They are 

1. Copper, Zinc and Lead 
Sulfur 
Cotton 
Tungsten and Molybdenum 
Manganese, Nickel and Cobalt 
6. Wool 

Although I am not, at the moment, at liberty to give you the country com 
position of these committees, I can say that sufficient replies have now been 
received to go forward with the tentative plans for the convening of the com 
mittees, 

The first to convene—that for copper, zine and lead—will hold its first meeting 
next Monday, February 26. Others will hold their first meetings at intervals 
between then and the end of March. They will be held in closed session 

The three sponsoring Governments (the United States, United Kingdom, and 
France) hope to be able to issue a joint statement later in the week giving further 
details, including the names of the participating countries 


St he CO bo 


39888—54—pt. 4 
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EXHIBIT 21 
DEPARTMENT OF STATI 


lor the press Fepruary 24, 1951, 
No. 152 

(For release at 7:30 p. m., e. 8. t., Sunday February 25, 1951. Not to he pre 
viously published, quoted from or used in any way) 


It has been announced in Washington by the central group of the Internationa! 
Materials Conference that the first committee of the new organization for inter 
national cooperation in the field of essential materials would meet in Washington 
today, and that it would be concerned with copper, zinc, and lead. The following 
countries have accepted the invitation to participate in the work of the com 
mittee: Australia, Belgium (for Benelux), Canada, Chile, Federal Republic of 
Germany, France, Italy, Mexico, Norway, Peru, United Kingdom, United States 
of America. 

This development follows the announcement made by the Governments of 
France, the United Kingdom, and the United States on Jannary 12 that invita 
tions were being sent to the governments of other major consuming and producing 
countries to join with them in establishing new international machinery for 
coliaboration against the growing shortage of many essential materials. The 
sponsoring governments announced at the same time that they were setting uj 
a tempopary central group of representatives charged with the responsibility of 
creating a servicing mechanism or secretariat for the international organization 

The new machinery will consist of a series of separate international commodity 
committees whose task it will be to review the supply position for essential 
materials which are in short supply or in danger of becoming so, and to recom 
mend measures for increasing the production and ensuring the effective distribu 
tion and use of such materials. Each committee will function independently and 
each will make recommendations direct to governments and not through the 
central group. Each committee will establish its own rules of procedure and 
operating arrangements 

This new organization will bear the collective title “International Materials 
Conference” and the first committee to meet will be called the Copper, Zine and 
Lead Committee of the Internatoinal Materials Conference (IMC). Other com 
mittees will be named similarly. 

The members of the central group of the International Materials Conference 
are: 

Mr. Raoul de Vitry, France 
Viscount Knollys, United Kingdom 
Mr. Edwin T. Gibson, United States. 


They have appointed Mr. Charles W. Jeffers of the United States as Executive 
Secretary in charge of the central secretariat which is in course of being set up 
for the commodity committees. The various committees of the conference will 
meet in Washington in the offices, provided temporarily by the State Department 
at 1778 Pennsylvania Avenue NW., where the secretariat will have its offices also 

The schedule of meetings of further committees of the International Materials 
Conference and of the countries which have accepted invitations to participate is 
as follows: 


March 1. Sulfur Committee 
\ustralia, Belgium (for Benelux), Brazil, Canada, France, Italy, New 
Zealand, Union of South Africa, United Kingdom, United States. 
March 5. Cotton and Cotton Linters Committee 
Belgium (for Benelux), Brazil, Canada, Federal Republic of Germany 
France, India, Italy, Mexico, Peru, United Kingdom, United States. 
March & Tunasten and Molubdenum Committee 


Australia, Bolivia, Brazil, Chile. Federal Republic of Germany, France 
Portugal, Spain, Sweden, United Kingdom, United States. 
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March 12. Manganese, Nickel, and Cobalt Committee 
Belgium (for Benelux), Brazil, Canada, Cuba, Federal Republic of Ger 
many, France, India, Norway, Union of South Africa, United Kingdom, 
United States. 
\pril2. Wool Committee 
‘To be announced at a later date 
Che establishment of additional committees of the IMC for other scarce mate 
Is is under consideration 
In issuing invitations to other countries to participate in the work of the new 
organization the sponsoring governments were concerned to secure the maximum 
possible representation of producing and consuming interests, while insuring 


. . . . . ~~ . . 
that the committees would not become too unwieldy in size for effective and rapid 


operation, In respect of most commodities the countries which have agreed to 
participate account for between 80 percent and 90 percent of the producing and 
onsuming interests. 

It is expected that one of the first tasks of each commodity committee, in for 
mulating its operating procedure, will be to make proper arrangements for fully 
safeguarding the interests, whether as producers or consumers, of countries 
which are not members. While this will be a matter for each committee to de- 
termine in accordance with its own procedure, it is assumed that countries which 
are not members will be afforded appropriate facilities for making a direct state- 
ment of their respective interests to each committee. 

Representative Martin. In this joint release, those who issued the 
release on behalf of the three governments agreed that they and other 
nterested governments should create a number of standing interna 
tional commodity groups representing governments of both producing 
and consuming countries. 

By February 21, 1951, seven such committees were formed : 

(1) Copper, Lead, and Zine 

(2) ‘Tungsten and Molybdenum 
(3) Manganese, Nickel, and Cobalt 
(4) Sulfur 

(5) Cotton 

(6) Wool 

(7) Wood Products. 

Senator Marone. I would like to read the first paragraph of exhibit 
No. 21, the press release, dated February 24 : 

It has been announced in Washington by the central group of the International 
Materials Conference that the first committee of the new organization for inter- 
national cooperation in the field of essential materials would meet in Washington 
today and that it would be concerned with copper, zinc, and lead. The following 
countries have accepted the invitation to participate in the work of the commit 
tee: Australia, Belgium (for Benelux), Canada, Chile, Federal Republic of 
Germany, France, Italy, Mexico, Norway, Peru, United Kingdom, United States 
of America. 

In other words, the objectives of chapter 6 of the Havana Charter 
are being carried on as of February 25, 1951, through the machinations 
of the International Materials Conference. 

Representative Martin. The aims and objectives and proposals of 
the IMC are the same as those that have been previously set forth in 
chapter 6 of the Havana Charter. 
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It is apparent that the objectives and concepts of the IMC have 
long been advocated by the State De ‘partment and the United Nations. 
The International Materials Conference, initiated in January of 1951, 
represents a revival of the intergovernmental commodity agreements 
concept first sponsored by the State Department and rejected by 
Congress when it refused to endorse the Havana Charter, so we have 
a situation whereby the State Department and other executive 
branches of the Government sought to effectuate intergovernmental 
commodity agreements by circumventing the legislative branch of 
the Congress. 

[ have here my next exhibit, entitled “The New International Eco- 
nomie Challenge.” address by Willard L. Thorpe, Assistant Secre 
tary for Economie Affairs, Department of State, at the University 
of Michigan, Ann Arbor, Mich., July 19, 1951. (Reprinted in the 
Department of State Bulletin, August 13, 1951.) 

Senator Martone. It will be accepted as exhibit No. 22. 

(The document referred to was marked “Exhibit No. 22” and 
appears in the appendix at p. 978.) 

Representative Martin. The State Department Bulletin of Au 
gust 13, 1951, contains an article entitled “The New International 
Economic Challenge” by Willard L. Thorpe, then Assistant Secre 
tary for Economic Affairs. ‘This is the same Mr. Thorpe. who with 
Mr. Blaisdell, was earlier conducting the meetings in New York 
and Washington to secure support for the Havana Charter. Mr. 
Thorpe’s article clearly shows why the Truman administration did 
not feel that it was necessary to seeure authorization from the Con 
gress to carry out the objectives envisaged in the Havana Charter. 
In this article he discusses the International Materials Conference. 

* * * Neither the central group nor the commodity committees have any 
charter or bylaws, but they are merely a group of responsible Government 
representatives gathered together to consider with each other what can be 
done to deal with whatever seems to be the immediate problems for their 
particular commodity. 

It is astounding to me that a supposedly responsible official in the 
State Department would make such a statement. This statement 
would lead one to believe that the group exercised no real powers. 

Mr. Chairman, I shall now attempt to describe in complete detail 
the powers that were exercised by the IMC throught the usurpation 
of powers granted by the Congress to emergency agencies such as the 
National P roduc tion Administration and the Office of Price Stabili- 
zation. I feel that it is important that these mechanics be fully 
described. 

I now hand you my exhibit, entitled “International Materials 
Conference Press Release No. 45,” dated September 28, 1951, , Copper, 
Zine, Lead Committee—First allocation of copper and zine. 

Senator Mavone. The exhibit will be accepted as a part of the 
record of this testimony at this time rather than as an exhibit. 
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(The document referred to is as follows :) 


INTERNATIONAL MATERIALS CONFERENCE 
CONFERENCE INTERNATIONALE DES MATIERES PREMIERES 


CONFERENCIA UNTERNACIONAL De MATERIAS PRIMAS 


Washington, D. C. 
For the press 
Press Release No. 45 
September 28, 1951 
For Release at 6: 30 p. m., e. s. t., Sunday, September 28, 1951 
Publication in Monday morning papers, not to be previously published, 
quoted from, or used in any way. 

The Copper-Zinc-Lead Committee of the International Materials Conference 
innounced today that its member governments have accepted its proposals for 

» allocation of copper and zine for the fourth quarter of 1951. Twelve coun- 
tries are represented on the Committee. They are: Australia, Belgium (repre 
senting Benelux), Canada, Chile, France, the Federal Republic of Germany, 
Italy, Mexico, Norway, Peru, the United Kingdom, and the United States. In 
accepting the Committee’s proposals, the Chilean Government has made one 
reservation which is explained below. 

The two plans of allocation have been forwarded to all interested governments 
for immediate implementation. 

Both plans deal with the distribution of primary metal only, i. e., blister and 
refined copper and slab zinc. 

The total estimated production available to the free world has been taken into 
iccount. The Committee’s analysis of available information shows that stated 
requirements of copper and zine in the fourth quarter of 1951 exceed refinery 
or smelter production by approximately 100,000 metric tons of each metal (15.8 
percent in the case of copper and 21.4 percent in the case of zinc). 

The Chilean Government accepted the Committee’s recommendations with 
respect to 80 percent of the copper production of its large mines. With respect 
to the remaining 20 percent and the production of its small and medium mines 
it reserves the right to dispose of this tonnage without reference to the allocation 
scheme. Notwithstanding this reservation, the Chilean Government stated that 
it will give careful consideration wherever possible to the Committee’s 
recommendations. 

The allocations for each participating country are in the form of a “total 
entitlement for consumption’’—the amount of primary metal which may be 
processed or consumed by the country concerned, either from domestic production 
or imports. They do not specify from which source or sources a country’s metal 
shall be obtained. Participating countries will, therefore, be free to purchase 
from any source or sell to any destination within their allocation, but it is 
suggested that so far as possible the normal patterns of trade should be 
followed. 

In accepting the plan, governments assume the responsibility for seeing that 
their allocations are not exceeded. As this is the first international allocation 
of copper and zinc, and it has not been announced before the beginning of the 
allocation period, some countries have stated that they will experience diffi- 
culties in implementing fully the allocations, although every effort will be made 
to do so. In the event that adjustments are necessary, these will be made in a 
subsequent period. 

The Committee has recommended that exports of semifabricated products be 
maintained at a level commensurate with the exporting country’s allocations of 
primary metal. 
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In calculating the allocations the Committee used as a basis, consumptior 
in 1950. Special circumstances of individual countries were taken into con 
sideration and the most recent estimates of production and requirements sub 
mitted by all interested governments were taken into account Requirements 
for direct defense were given priority and some provision was made for re 
quirements for strategic stockpiling. The remainder was allocated for essential 
civilian consumption. 

Nonmember governments were given an opportunity to supplement the infor 
mation submitted by them by oral representations to the Committee concerning 
their individual requirements. 

So that the current supplies of copper and zinc may be used to the best 
advantage, the Committee has recommended that countries adopt measures to 
eliminate unessential consumption and to encourage substitution by materials 
not in short supply. 

Attached are the schedules for allocations of copper and zine for the fourth 
quarter of 1951: 


{llocation of copper and zinc for 4th quarter of 1951 








{tnit: Metric t 
l allocation )tal allocati 
( ry Cor t 
( / ri ( er Zine 

Argentina “ 2 060 2, 200 Japan 13, 200 10, Sat 
Australia — 8, 040 13, 100 M exico 3,510 2, 420 
Austria . 2, 370 1,750 Netherland 6, 800 5, 850 
Belgo-Luxembourg Eco- New Zealand ) 0) 

nomic Union. 16, 480 23, 160 Norway 3 310 3, 1% 
Brazil 4, 090 1, 940 Pakistan 1, 650 "MY 
Canada 27, 580 12, 780 Peru 200) on) 
Chile 2,310 1. 020 Philippines a") 
Denmark 3, 530 1, 500 Portugal 620 ym) 
Egypt 1, 220 300 || South Africa 4,170 4, 10K 
Finland 2, 430 1, 020 ; ! 3, 710 4, 020 
Formosa 170 3 13. 710 f 
France 36, 490 27, (60 5, 570 > OM) 
French Africa 650 60 Turkey $60) x) 
Germany 47,100 38, 520 United 91, 690 AO, 25 
Greece 620 20) United 70 y 40 
India 8, 570 5, 600 Yugoslavia 4, 950 1, WK 
Ireland A( a0) 
Israel fi x0) Total 677, 190 460, 26 
Italy 24. 200 ), 300 


Representative Martin. I will give you a quick statement about it. 

Some of these I am using here to illustrate the development as to 
specific commodities. 

The Copper, Zinc, and Lead Committee, one of the commodity com 
mittees of the International Materials Conference, first announced 
allocations of copper and zine on September 28, 1951. The Interna 
tional Materials Conference in issuing these allocations used the rather 
novel phrase “total entitlement for consumption” as the yardstick for 
proposed distribution. 

Senator Marone. How do you interpret the phrase “total entitle 
ment for consumption” ? 

Representative Martrn. It is practically what they themselves think 
they want and do not have and want to get from us. 

Senator Martone. In other words, they are entitled to a certain con 
sumption of a metal because of the fact that they are a nation ? 

Representative Martin. Yes. 

Senator Matone. And our State Department agreed to such a 
division even if it meant short supply for the United States? 
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Representative Martin. That is right. That seems to be the yard 
tick they use in those documents, 

In other words, a group of representatives from 12 countries con- 
tituting this committee decided what the United States of America 
as entitled to consume insofar as copper and zine were concerned. 
This release, which IJ offer for the record, further stated: 

In accepting the plan, governments assume the responsibility for seeing that 
heir allocations are not exceeded. 

Senator MaLtonr. We have one vote out of 12 in deciding what we 
hallconsume. Is that about the ws av it sizes up ¢ 

Representative Martin. Yes. It is a group of 12 nations making 
this Sedalia and then leaving it to the government to assume the re 
ponsibility for seeing that the allocations are not exceeded. 

Now let me show how the United States implemented this agreement. 
[n the case of copper the mechanics were very simple as copper was a 
ontrolled material and processors had to obtain tickets for cop per 
from the National Production Administration. The total tickets is- 
ued to all processors in the United States equaled United States en- 
titlement for consumption. In the case of zine a different procedure 
was followed. Price controls, which the Congress developed to con 
trol inflation and not to implement a scheme of international alloca 
tions, were used for this purpose. Let me explain how this was done. 
lhe International Materials Conference release of copper and zinc 
illocations was made on September 28, 1951, as I have already said. 

I will offer at this point the Office of Defense Mobilization press 
release No. 66, dated September 30, 1951, which indicates that, the 
Office of Price Stabilization was used to reduce importations of mate 
rials into the United States by enforcing a rule that you could not buy 
foreign materials higher than the OPS price, and that such rule acted 
is a device to lessen the United States importations and to implement 
he IMC entitlements for consumption. This release shows that the 
Office of Defense Mobilization, after accepting entitlements from the 
International Materials Conference, issued orders to the Office of 
Price Stabilization, Defense Production Administration and pro 
uring agencies of the Government to implement these international 
llocations. 

Senator Matonr. Congressman Martin, instead of offering this as 
in exhibit, I suggest we make it part of your testimony. It is a one- 

age statement from Office of Defense Mobilization, dated Sunday, 
Sepeenaiie 30, 1951. 

(The document referred to is as follows :) 


EXECUTIVE OFFICE OF THE PRESIDEN 
OFFICE OF DEFENSE MOBILIZATION 
Washington 25, D. C 
For a. m. release Sunday, September 30, 1951. OD-AB (9-20—-51)—No. 66 


Charles E. Wilson, Director of the Office of Defense Mobilization, announced 
day a broad program designed to assure essential supplies of lead and zine 
it stable and reasonable prices. This program will involve immediate action 
hy the Government agencies responsible for price control production, and 
procurement. 

\s an immediate and first step in the broader program the Office of Price 
Stabilization is issuing a control order setting ceiling prices on domestic and 
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imported lead and zinc. The order sets a ceiling at 19% cents per pound f 

imported zinc and 19 cents for imported lead. The order also provides for an 
increase of 2 cents per pound over the existing domestic ceilings and, this, wit! 
the exception of a small portion of the domestic production, will result in domesti 
ceilings identical with import ceilings. (On imports the ceiling will be applied 
on the basis of delivered price before duty.) The new prices are substantially 
lower than current world market prices, including prices currently being paid 
by consumers of the United States for much of their imports. 

International allocations have already been accepted for zine. If limiting the 
requirements of the nations participating in the International Materials Confer 
ence to an agreed figure, in line with available world supplies, can be accon 
panied by price action, a substantial arrest of the inflationary trends in the 
nonferrous metals may be achieved 

In developing the program, Mr. Wilson emphasized that conversations will be 
held with other interested countries and that the import prices had been set after 
an expert assessment of the prices at which foreign lead and zine would be fort! 
coming in order to meet essential United States requirements. The domesti: 
prices of lead and zine have had to be adjusted in the light of increased cost 
which have limited the possibility of developing some mines and which have 
retarded production of domestic supplies at existing ceiling price It is possible 
however, in the judgment of the agencies concerned, to develop an increased 
volume of lead and zine through this joint action. 

This program has been adopted on the recommendation of the various agencies 
concerned, The establishment of a ceiling which is somewhat below current 
world prices involves the calculated risk of some decrease in imports but, since 
the ceiling is above present domestic price ceilings, should result in increased 
domestic production. This action will thus tend to reduce the pressure of United 
States demand on free world supplies, ease the problems of friendly consumin; 
countries, and make any international allocation arrangement more effective 

It is contemplated that accelerated action will be taken by the Defense 
Materials Procurement Agency to develop marginal supplies, both at home and 
abroad, through the necessary contracts where supplies cannot be developed 
under existing ceilings. 

The United States is in an especially favorable position to initiate such action 
since it is both one of the largest producers and the largest consumer of these 
materials. Its leadership in cooperation with other nations similarly circum 
stanced as producers or consumers may prove to be the anchor point for a 
program of international allocation and stabilization. 

It is important to the success of this operation that Congress proceed with a 
removal of the duties on lead and zinc in legislation presently pending before 
the appropriate committees. 


Representative Marrrn. On September 30, just 2 days after the 
International Materials Conference release of copper and zinc alloca 
tions, this Office of Defense Mobilization release included this state 
ment: 

International allocations have already been accepted for zinc * * *. The 
establishment of a ceiling which is somewhat below current world prices involves 
the calculated risk of some decrease in imports * * *. This action will tend 
to reduce the pressure of United States demand on free world supplies, ease the 
problems of friendly consuming countries, and make any international allocation 
arrangement more effective. 

I think you get from that statement of theirs that they knew full 
well what their objective was and they were driving to that objective 
ruthlessly. 

Senator Maton. In other words, the International Materials Con 
ference directed the Office of Defense Mobilization how to handle its 
business and the Office of Defense Mobilization followed the instruc- 
tions of the International Materials Conference. Is that your con 
clusion ? 

Representative Martin. Yes. 

My next exhibit is the Federal Register, volume 16, pages 10123-24— 
GCPR SR 70 and 71, price orders on lead and zine. 
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Senator MALone. This will be accepted as exhibit No. 23 of Con 
gressman Martin’s testimony. 

(The document referred to was marked “Exhibit No. 23” and ap- 
pears in the appendix at p. 985.) 

Representative Martin. The 2d of October, just 4 days after the 
International Materials Conference issued its allocations, the Office of 
Price Stabilization issuea GCPR SR-70 and GCPR SR-71 which 

established new ceiling prices on zine and ne These orders also 
prohibited “any person in the United States, its Territories or posses 
sions, from purchasing or receiving a any source, foreign slab zinc, 
foreign primary lead, or slab zinc or primary lead processed from 
foreign raw materials at a delivered aul above the ceiling price estab 

shed herein.” In other words, this very informal group with no 
charter or bylaws was making very far-reaching decisions affecting 
our own citizens by using the laws which Congress passed for other 
purposes and adapting them to its own ends. 

Senator Martone. Congressman Martin, do you suppose that the 
handling of the lead and zine supplies in this manner resulted in the 
ianipulation of foreign stockpiles in England? As testimony has 
shown, the approximately $200 million, lent or given to England for 
the purchase of zinc, lead, and copper, resulted in the release by 
England of zine and lead on the market in quantities sufficient to break 
the market in this country in the latter part of 1952 and the first 
part of 1953. 

Representative Marrin. Yes, this all has a very definite bearing on 
that. Of course, I have been watching this all the way along as best 
| could because of its far-reaching impact on the health and vigor of 
our own mining industry in America and our stockpile itself and on 
our national defense. I came into this picture because of my lifetime 
nterest. in national defense. I have been watching this development 
throughout the years with increasing concern. Ido not want to see the 
\merican mining industry die. Ido not want to see our stockpile pro- 
gram used as a hammer over the head of our economy generally. Espe- 
‘ally do I not want to see develop what is deve ‘loping by this series 
of documents T am presenting to you at this time. I think the sig- 
nificance of their movements here is rather patent without my enlarg- 
ing on them. 

I read much in this in contrast with and having a tremendously 
adverse impact on the objective I have maintained throughout my 
congressional service and long years before that of building an effec- 
tive American defense. 

Senator Martone. Can you see in this development, Congressman 
Martin, a destruction of the going-concern industries in this country 
engaged in the production of materials controlled by the Inter national 
Materials Conference ? 

Representative Martin. Exactly. I can see far-reaching impact. 

Senator Matonr. And the disastrous effect on the economic struc- 
ture of this country and the ability to defend ourselves. 

Representative Marrty. I do not have time to develop at this point 
the contrast between England’s handling of their stockpile and the 
safegui ards we put in Public Law 520 prohibiting that very thing being 
done with our military stockpile—dumping and having such severe, 
adverse effect on the health of the metal mining industry and the 
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world metal market and domestic metal market and on the economy 
and industry generally dependent on our supply of metals for its 
health and vigor. 

Senator Maronr. Are you familiar with the situation that has beer 
developed by the committee through testimony of stockpiling officials 
and officials in charge of purchases through ECA and MSA, that both 
the stockpile and ECA, MSA purchases could be used to manipulate 
our domestic market through the issuance of executive orders? 

Representative Martin. Yes, 

Senator Martone. You are familiar with that possibility ? 

Representative Martin. Yes. 

Senator Matonr. As a matter of fact, it has been done in several 
instances. 

Representative Martin. My next exhibit is the New York Times 
article of February 2, 1952, developing the point that due to OPS 
price restrictions, zine and rutile could not be imported, and as a 
result, it was necessary to withdraw zine and rutile from our stock 
pile inventory. 

Senator Matonr. This is a dispatch from the New York Times 
It isa very short article. T suggest it appear as a part of your testi 
mony at this point in the record. 

(The article referred to is as follows :) 


Strockpire Is DRAWN ON—ZINC AND RutirE To Br RELEASED AND DDIVERTED TO 
DEFENSE 


Special in the New York Times 


WASHINGTON, February 1.—Some 29,000 tons of zine will be withdrawn from 
the stockpile to be diverted to defense production in the next 6 months. the Office 
of Defense Mobilization disclosed today. In addition, 3,000 tons of rutile critical 
material used in the manufacture of welding rods and other items of the defense 
program will be released from the stockpile. 

Supplies available to industry: ODM plans to divert to commercial channels 
some 14,000 tons of the metal which was originally scheduled to go into the 
Government’s stockpile. Enongh zine already in the stockpile will be withdrawr 
to make available up to 15,000 more tons of slab zine for the first half of this 
year. 

Failure of zinc imports to reach normal volume was given hv Charles FE. Wilsor 
head of ODM, as the reason for diversion of the metal. Withdrawals from the 
stockpile require Presidential approval which was obtained by Mr. Wilson before 
he made today’s announcement. 


It goes on with a further description proving exactly what vou have 
alreadv said. that the stockpile can be used to manipulate the 
domestic market. 

Representative Martrn. Now let me remind you that the release 
from the Office of Defense Mobilization said that we were taking a 
calculated risk of some decrease in imports in setting ceiling prices 
below the current world prices on zinc. This statement was made on 
Sentember 30, 1951. On Februarv 1, 1952, just 4 months later. the 
Office of Defense Mobilization disclosed that some 29.000 tons of zinc 
may be withdrawn from the stockpile and diverted to defense pro- 
duction. The release included this statement : 

Failure of zine imports to reach normal volume was given bv Charles FE. Wilson 
head of the Office of Defense Mobilization, as the reason for diversion of the 
metal. 

It is quite obvious that the failure of zinc imports to reach normal 
volume was no surprise to the Office of Defense Mobilization. It is 





mn} 
its 


ee] 

lals 
oth 
late 


Tal 


nes 


om 
ice 
cal 
ise 


els 
‘he 
WT 

his 


m 

he 
re 
ve 
1e 


1] 


is 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 3D 


exactly what they had planned when they issued the price orders 4 
months earlier 

Senator Matonr. Do you believe that the heads of these agencies, 
ike Charles E. Wilson, were familiar with the plan of the State 
Department to manipulate our domestic production and supply, or 
vere they just signing orders without being aware of the State 
Department’s plans ¢ 

Representative Marin. It is hard for me to reach a conclusion on 
ial point. The V either understood it o1 sino were terribly imposed 
ipon by their sec ‘ond and third echelon workers. 

Senator Matone. Would it not be almost impossible to believe that 

like Charles E. Wilson, who was drafted or borrowed from a 

ading corporation of this country, the General Electric Co., would 
become a party to such a manipulation / 

Representative Martin. I would not charge him with that, certainly 
| would rather believe that he was imposed upon. 

Senator Matonr. You are very charitable. Go ahead. 

Representative Martin. Now let us examine how some of the othe1 
ommittees have operated. In the case of newsprint the C — 

1 Pulp and Paper —, i press release June 22, 1951, in which i 
recommended emergency allocations of pulp paper for Greece, india, 
Malaya and omsnaas. Pakistan, the Philippines, and Yugoslavia. 
The amazing part of this release was the following statement: 


As sufficient newsprint for this emergency allocation was not obtainable 
through normal trade channels, the newsprint allocated will be supplied from 
North American sources by diversion from contracts between Canadian ard 
United States mills and publishers in these countries. These publishers, there 
fore, are foregoing these supplies of newsprint in the interests of the press of the 
recipient countries. Under these circumstances, the attention of the govern- 
ments concerned has been drawn to the fact that the newsprint to be delivered 
is for use only in those countries. 

I offer this release for the record. 

It is the International Materials Conference press release No. 30, 
dated June 22, 1951, emergency allocation of newsprint. 

Senator Matone. I think we will again request that it be made a 
part of your testimony at this point. It is a very important announce 
ment, in the opinion of the chairman, for the reason that it shows a 
manipulation against our own publishers. 

Representative Martin. Yes; that is right. 

(The document referred to is as follows :) 


INTERNATIONAL MATERIALS CONFERENCE 
CONFERENCE INTERNATIONALE Sur Les MATIERES PREMIERS 
CONFERENCIA INTERNACIONAL SOBRE MATERIAS PRIMAS 


Washington, D. C. 


For the press Frank Standley, Office of 
Press release No. 30 Press and Public Relations 
June 22, 1951 REpublic 5600, Extension 2741 


Room 1137, 1778 Pennsylvania Avenue NW 


For release at 7: 30 p. m., e. d. t., Sunday, June 24, 1951, for publication in Monday 
morning papers. Not to be previously published, quoted from or used in 
any way. 

At its eighth meeting on June 19, 1951, the Pulp-Paper Committee of the Inter- 
national Materials Conference recommended an emergency allocation of news- 
print to several countries which are generally dependent on imports and where 
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such an acute shortage exists that unless newsprint is made available immedi- 
ately their press will be most seriously affected. These special interim supply ar- 
rangements have been made for six countries which are not members of the 
Pulp-Paper Committee. They are: 

Short tonsa 


I satis scsi inhi ie a ite ‘ .- 1,500 
inet asian il i ddl nt a eee a da aia ail ; 2, 400 
PEIETR. ORE DIiNGN0ccnccvctnnngnntacnen si Ea ae eet ae 650 
IIIT 25: 2icas itis euepnieeit ieedimicandtibice chsh toad mmnaandma ieee 3 iietih Retest tacte martes 500 
ID idicacesmiitiaanabtemccieaiisden Rehan de ain dh are esata mahal saeditieta tiie Mae 
Yugoslavia ....-.- a alls ais cepslaietp om niin een taicaballntlalaiainkcl sittin ecsiaiapiteabalicinnniaieibehandé eae 


These recommendations follow a similar emergency action in May on the part 
of this Committee to provide France with 3,000 tons of newsprint from Northern 
\merican sources. Directives have been issued to newsprint mills by appropriate 
agencies of Canada and the United States to facilitate supply to France of this 
quantity of newsprint. Similar action will be taken shortly to implement the 
recommended allocations referred to above 

The Committee’s recommendations were made on the basis of information 
relating to past consumption, present stocks, actual and expected imports. 

The Committee recognized that the press of many other countries is also in 
need of additional newsprint. However, since only a limited tonnage can be 
made available for early delivery, the Committee confined its recommendations 
to those countries with the most critical need. 

As sufficient newsprint for this emergency allocation was not obtainable 
through normal trade channels, the newsprint allocated will be supplied from 
North American sources by diversion from contracts between Canadian and 
United States mills and publishers in these countries. These publishers, there- 
fore, are forgoing those supplies of newsprint in the interests of the press of 
the recipient countries. Under these circumstances, the attention of the gov- 
ernments concerned has been drawn to the fact that the newsprint to be delivered 
is for use only in those countries. 

As replies to questionnaires requesting up-to-date statistical data from 70 
countries are now being received by the Committee, in July it expects to be able 
to consider the overall newsprint position thoroughly. At that time the emer- 
gency allocations made so far will be taken into account. 


Representative Martrn. Again this very informal group was talk- 
ing about diverting materials under contract by United States mills 
and publishers to other areas of the world. 

I offer as an exhibit, International Materials Conference press 
release No. 49, dated October 17, 1951, first allocation of sulfur. 

Senator Martone. It is accepted as exhibit No. 24. 

EXHIBIT 24 
IN rERNATIONAT MATERIALS CONFERENCE 
CONFERENCE INTERNATIONALE DES MATIERES PREMIERS 


CONFERENCIA INTERNACIONAL DE MATERTAS PRIMAS 


Washington, D. C. 


For the press Frank Standley, Office of 
Press release No, 49 Press & Publie Relations 
October 17, 1951 REpublie 5600, extension 2231-2 


Room 215-B, 1625 I Street NW. 


For release at 6:30 p. m., e. s. t., Wednesday, October 17, 1951, for publication in 
Thursday morning papers. Not to be previously published, quoted from or 
used in any way 
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ALLOCATION OF CRUDE SULFUR FOR FourtTH QUARTER OF 1951 


In view of the continuing serious shortage of sulfur, the Sulfur Committee of 
the International Materials Conference has recommended to governments an 


ocation of available world supplies of sulfur for the fourth quarter of 1951. 
l, have 


Governments represented on the committee, with the exception of Braz 


cepted these recommendations The 14 member countries are: Australia, Bel 
(representing Benelux), Brazil, Canada, France, the Federal Republic of 





giuim 
Germany, India, Italy, New Zealand, Norway, Switzerland, the Union of South 
Africa, the United Kingdom and the United States. 

Chis is an allocation of crude sulfur only. The Committee has not allocated 
the relatively small quantities of sulfur which enter into international trade as 
crushed, ground, refined, and sublimed slufur, or in the form of flowers rhe 

ommittee expects that trade in these forms of refined and processed sulfur will 


follow the normal pattern 
The attached schedule shows the quantity allocated to each country (column 
the import quota of each importing country (column 38); the export quota 
olumn 4) of the four exporting countries (Italy, Mexico, Norway, and the 
United States) whose production has been taken into account by the Committee 
for the purpose of this allocation Where the allocation exceeds the import 
juota, the difference is explail ed by domesti produc tion or reduction of stocks 
In arriving at these recommendations, the committee has examined statistics 
luding certain countries for which 


representing world consumption of sulfur (excl 
data are not obtainable) Most of this inforn 
sponse to questionnaires circulated to all interested governments in April and 








lation has been supplied in re 

July. The Committee also has had the benefit of oral statements from certain 

governments who, while not represented on the Committee, wished, in response 

to the Committee’s general invitation, to supplement their written replies in-this 
ay. The governments heard were: Argentina. Austria, Ceylon, Cuba, Denmark, 

Kigvpt, Finland, Greece, Iraq. Ireland, Israel, Sweden, Uruguay, and Yugoslavia. 
Following is the schedule of allocation 





{llocation schedule of crude sulfur for the tth quarter of 1957 














1 i x ] 
4 
Argentina & 200 1.000 
A ), 800 20, 800 
Austria 8 200) 8. 200 
Be im and Luxembour 1 7 OM 
Br 13. 000 , O00 
Br Colonies 425 425 
Canada 
Cuba 2 900 2 900 
nmark 150 150 
rT 13 
1. 000 FM) 
800 5 800 
’ 29, 600 25. 600 
North Africa 4, 90K 4, 900 
Germany, Federated Republic of 19, 100 8, 100 
India 11, 000 11.000 
Israel 000 1. 000 
Italy $6, 000 15. 000 
Mexico 3. 000 5 OM 
Netherlands 150 150 
New Zealand . 16. 000 16, 000 
Norway 1, 000 18. 5x 
Pakistan ‘ 126 125 
Portugal 2, 300 
Sweden 14, 700 11, 200 
Switzerland 6, 300 4 300 
Union of South Africa 15, 600 15, 600 
United Kingdom 102, 300 101. 000 
United States 1, O98, 500 240, 000 
Uruguay 1,175 300 
Oil refineries in Bahrein, Netherlands Antilles, Trinidad, and 
Indonesia & 520 8. 520 
Other countries 630 630 
Total 1, 467, 818 278. 500 278. 500 
The Canadian allocatior ncluded in the United States figure in col. 2 
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Representative Martin. The Committee on Sulfur issued its first 
allocations on October 17, 1951. In this case the United States was 
assigned an export quota of 240,000 long tons per quarter. In order 
to meet this export quota our Government used the powers of the 
Defense Production Act to limit domestic consumption so as to create 
a surplus of sulfur available for export. The Office of Price Stabili 
zation cooperated in this peculiar program by permitting an export 
price in excess of the domestic price so as to encourage the sulfur 
producers to seek export markets rather than take care of thei 
customers at home. 

My next exhibit is offered at this time. It is the International 
Material Conference Press Release No. 31, dated July 6, 1951, first 
allocation of tungsten and molybdenum. 

Senator Manone. It is accepted and marked “Exhibit No. 25.” 

(The document referred to was marked as part of exhibit No. 25 
and appears in the appendix at p. 991.) 

Representative Martin. The Tungsten-Molybdenum Subcommittee 
has taken the first steps to establish maximum and minimum prices. 
The International Materials Conference Press Release No. 31, dated 
July 6, 1951, includes the following: 

All member governments, with the exception of Brazil, agreed to accept cer 
tain recommendations with regard to the price of tungsten for the third calendar 
quarter of 1951. The Government of Brazil reserved its position on the ques- 
tion of prices. The agreement reached was that, as a special measure, applicable 
to the third quarter, any spot transactions should take place under the following 
conditions : 

Producers will not demand a price higher than $65 per short ton unit of 
WO, standard grade f. o. b. shipping port (or border, in case of overland ship 
ments), and importers will purchase at prices not less than $55 per short tor 
unit of WO, standard grade f. 0. b. shipping port (or border, in case of overland 
shipments). 

The same release gives the United States an export quota on 
molybdenum, although this is a material in extremely short supply. 
It is also a commodity where we produce the bulk of the world’s 
output. 

Senator Manone. At that point, how do vou evaluate the entire 
picture? What is the real objective of the State Department in its 
cooperation with other governments? What are they really seeking to 
bring about ? 


INTERNATIONAL MATERIALS CONFERENCE FORMED WITHOUT CONSENT OF 
CONGRESS 


Representative Martmn. They were trying to put over that pla 
hatched out in 1947 without the approval of Congress and they are 
using every means and device to get to that end. They were using 
laws passed by Congress to help them achieve that purpose. They 
were operating under a very informal organizational setup and mak 
ing decisions that were of far-reaching impact on our entire domestic 
economy and our national defense. They were driving ahead on this 
program that they did not get approved by Congress. They wert 
doing it by indirection and in defiance of Congress. 

Senator Matonr. We can see that. What is their real objective? 
Our objective is clear. We want to protect our economic structure. 
our wage standard of living, and at all times to be in a position to 
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efend ourselves by having available materials necessary for our na 


tional defense and for our economy. The State Department is striv- 


e« to do just the opposite, by making us dependent on the foreign 
itions for the materials without which you cannot fight a war, and 
yy shorting us in the materials we need to uphold our economy. 
What could possib ‘ly be the objective of the State Departme nt? 

Representative Martin. They were obviously trying to set up : 
ternational control that was supreme and above our own nation: al 


plan of operation, they were doing it without regard to the proper 


hannels of authority. They took to the ‘ms selve S powe rs Cc ongress 
efused to vive them. They were operat in o in the international fie ‘Id 
in defiance of our own law, and they were emasculating the stockpile 
iw that I had such an active part in developing. They were run- 

ng entirely across our self sufficiency as a nation and forcing us to 
ve dependent on long and dangerous sealanes for essential items in 
our defense economy to the end that we, as a nation, would be de 
pendent upon this international organization and to that extent have 
surrendered a good part of our own sovereignty. That is my own 
oncept of what was developing here and why my concern during all 
these years. 

Senator Martone. There was a great British historian who had an 
article in Collier’s in November 1952, entitled, “The Next Step in 
History.” His next step in history was that the 12 Atlantic Pact 
nations would demand 1 government and from that 1 government 
would stem the real government of the Atlantic Pact nations. That 
organization would be enlarged as other nations were accepted within 
a one-world government. 

Do you think this whole plan is headed toward one economic world 
ind a one-world government ? 

Representative Martin. It is certainly pointing in that direction. 
hey made considerable progress notwithstanding the failure to get 
the approval of the Congress. 

Senator Manone. As a matter of fact, is not the 1934 Trade Agree- 
ments Act made the real basis of this whole procedure ? 

Representative Martin. It is at least a forerunner or a warning to 
is of atrend in that direction, certainly. 

Senator Matone. In other words, when they recommend in each 
of these documents, or in most of them, that the tariffs be removed, 
that the materials be controlled on a worldwide basis, is that not the 
exact objective the State Department has had since the 1934 Trade 
\greements Act, referred to by the State Department as reciprocal 
trade? 

Representative Marrin. Certainly the proposed international trade 
organization picked up the free trade program as their point 1. When 
they did not get this approach fully approved by Congress, they then 
leveloped GATT, and they were trying to achieve that as one of their 
points. 

Senator Manone. Go right ahead, Mr. Congressman. 

Representative Martin. The examples which I have just submitted 
show the pattern of operation of the IMC. I want to make a few 
general observations before proceeding into my more serious concern ; 
namely, its effect on the stockpile and what is more important today, 
ts effect on the domestic mining industry. 
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At the time Senator Ferguson and Congressman Sadlak first be 
came interested in the IMC thousands of our workers were facing 
unemployment because of the allocation of copper, zinc, and other 
materials to the United States by the IMC. These materials were 
freely available in other countries but our nationals were prevented 
by Government regulations from securing them. 

I am a member of the House Ways and Means Committee. Our com 
mittee was considering bills which would have provided Federal] 
benefits under our unemployment-insurance laws and would have 
actually federalized the entire State unemployment-insurance system. 
These benefits were urged to take care of the workers who were to be 
displaced as the price we had to pay to let the State Department carry 
out its scheme for world allocation. The determination of the Con 
gress that these workers were not to be sacrificed led to withdrawals 
from the stockpile to quiet congressional opposition to IMC. 

Senator MaLtonge. Would you please explain that scheme in a little 
more detail ? 

Representative Martin, Yes. Today we are confronted with a huge 
national debt and I might remind you that if we had carried out these 
plans to pay Federal unemployment compensation benefits from the 
Federal Treasury while our manufacturers closed down our national 
debt would be even more serious. Obviously manufacturers with closed 
plants do not pay income- and excess-profits taxes. 

The State Department was quite willing to see our workers walk 
the streets and to see our tax revenues fall if they could carry out this 
unauthorized socialistic cartel. It can hardly be argued that the pur- 
pose was to insure the defense of the free world inasmuch as the 
American stockpile which is the cornerstone of our security was sacri- 
ficed for the benefit of the civilian economies of countries which were 
not even allied with us either in NATO or in the Korean conflict. 

The releases of the International Materials Conference which I am 
submitting for the record, have a heading in three languages and give 
the impression that they are produced by an international organiza- 
tion. Actually, for many months they were produced in the State 
Department and carried the name “Frank Standley,” a State Depart- 
ment employee, Office of Press and Public Relations, with the tele- 
phone number Republic 5600, which was the number of the State 
Department. In the closing di ays of the 82d Congress, the State De- 
partment appropriation bill was amended to prohibit the State 
Department from continuing to pay the expenses of oper ating the 
International Materials Conference. In fact, the House in rollcall 
No. 137 of July 3, 1952, recommitted the conference report on the 
bill to insist that the Senate language prohibiting the expenditure 
of State Department funds for the International Materials Confer- 
ence be made a part of the bill. This change was made and the bill 
was approved by Congress. When the second conference committee 
made its report and adopted this prohibition the report of the con- 
ferees included this statement: 

Amendment No. 18, general provisions, Department of State, section 113: 
Inserts language proposed by the Senate. The conferees on the part of both 
Houses agree on Senate amendment No. 18 and it is the intention of the con- 
ferees that the wording of the amendment will not preclude the Department of 
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State from observing the activities of the International Materials Conference 
n the same manner and to the same extent that the United States might observe 
he activities of other international organizations to which the United States 
ws not belong. 

That is a rather definite limitation there. This report of the con 
ferees clearly indicated that it was the sense of Congress that the 
United States does not belong to the International Materials 
Conference. 

I have my next exhibit to offer. It is the Defense Production 
Administration Press Release No. 426 dated August 20, 1952, which 
tates that the Defense Production Administration has taken over 
the responsibility for providing United States personnel to the Inter 
national Materials Conference. 

Also, an opinion letter of the Comptroller General to Senator Fer 
cuson dated September 23, 1952, which states that despite the pro 


bition on the part of the State Department to expend moneys on 


i 


the IMC, the Defense Production Administration can spend such 


money. 
Senator MALone. They will be accepted as exhibit No. 26 of the 


committee. 
EXHIBIT 26 


DEFENSE PRODUCTION ADMINISTRATION 


Digges—STerling 5200 DPA-426 
Ioxt. 4444 


lor immediate release 
Wednesday, August 20, 1952 


DEFENSE PRODUCTION ADMINISTRATION TAKES OVER UNITED STATES PERSONNEL OF 
INTERNATIONAL MATERIALS CONFERENCE SECRETARIAT 


The Defense Production Administration has taken over responsibility for pro 
viding the United States personnel of the Secretariat of the International Ma- 
terials Conference, it was announced today by DPA Administrator Henry H. 
Fowler. 

The number of the United States members of the Secretariat, previously fur 
nished by the State Department, has been reduced from 57 to 25 and now approxi 
mates the number of staff members contributed by other countries. 

Mr. Fowler said that DPA, in carrying out its functions under the Defense Pro- 
duction Act, always has had the responsibility for United States participation 
in the IMC, and now will share the cost of staffing the IMC Secretariat with 
three other Government agencies with a direct interest in the function of IMC. 

The other agencies are the Office of Defense Mobilization, the Office of the Di 
rector for Mutual Security and the Department of Commerce. The financing 
arrangements have been cleared with the Comptroller General. 

DPA Deputy Administrator James F. King serves as United States Repre- 
sentative to the Central Group of the IMC, a post to which he was appointed by 
President Truman. Frederick Winant is Director of International Activities 
of DPA and serves as alternate to Mr. King as United States Representative to 
the IMC Central Group. 

The IMC comprises representatives of 28 countries, the Organization for Bu 
ropean Economie Cooperation and the Organization of American States. It 
was established early in 1951. Its stated purpose is to consider methods of es 
tablishing a better balance between supply and demand or strategic materials 
ind recommending to the governments concerned, the specific action which should 
be taken in each case in order to expand production, increases availability, con- 
serves supplies and assure the most effective distribution and utilization of sup 
plies of the materials among the consuming countries. 
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To effectuate this, seven commodity committees were formed to deal with the 
critical materials: copper, zinc and lead; manganese, nickel and cobalt; tung- 
sten and molybdenum; sulfur; pulp and paper; wool; and cotton and cotton 
linters 

While the committees are created as autonomous bodies, in the interests of ex- 
pediting action and allowing the countries which are principally concerned with 
the commodities in question to deal with the technical problems involved, a gen- 
eral uniformity of procedure exists among them. The committees are restricted 
to making recommendations to governments concerned through their representa 
tives directly. The power to accept or reject the recommendations rests wit 
the individual governments. 

The Central Group of the IMC coordinates the activities of the body through 
the services of the Secretariat. Members of the Central Group are Australia, 
Brazil. Canada, France, India, Italy, United Kingdom, United States, and OAS 
and OEEC. 

The Secretariat, under the supervision of the Central Group, services the Con 
ference as a whole. The personnel are under the supervision of the Executive 
Secretary (United States) and two Assistant Executive Secretaries (Irance 
and the United Kingdom). The staff of the Secretariat is contributed by the 
member governments, and, while the members are paid by their respective goy 
ernments, they serve in an international capacity as members of the staff of the 
Conference rather than as representatives of their governments. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, September 23, 1952. 
Hon. HoMEer FERGUSON, 
United States Senate, 

My Dear SENATOR I'ERGUSON : Reference is made to your letter of September 3 
1952, with enclosure, requesting to be advised in as much detail as possible as to 
the authorizations for expenditures in the current fiscal year by four agencies of 
the Government to finance participation of the United States in the activities 
of the International Materials Conference. 

By letter dated August 4, 1952, the Administrator, Defense Production Ad 
ministration, requested approval by this office of a proposed working fund account 
for financing the United States’ share of the International Materials Conference 
activities during the fiscal year 1953, through the facilities of the Defense Pro 
duction Administration under the joint sponsorship of that Administration, the 
Office of Defense Mobilization, the Office of the Director of Mutual Security and 
the Department of Commerce. 

As you know the cost of participation by the United States in this activity in 
prior years was charged to appropriations to the Department of State for inter- 
national contingencies, but section 118 of the Department of State Appropriation 
Act. 1958, Public Law 495, prohibits the use of “any appropriation contained 
in this title” for such purposes in the current fiscal year. Since by its terms the 
application of the said section is limited to the Department of State appropria 
tions made by that act, the section does not apply to appropriations made by any 
other act, whether to the Department of State or to any other department or 
agency of the Government. 

Pursuant to the authority of the Defense Production Act of 1950, 64 Stat. 798. 
as amended, the President, by a series of Executive Orders, Nos. 10161, dated 
September 9, 1950: 10193, dated December 16, 1950; and 10200, dated January 3, 
1951. created the Defense Production Administration and the Office of Defense 
Mobilization, assigning to such agencies and the Departments of Agriculture, 
Commerce, and Interior and the Interstate Commerce Commission, certain fune 
tions, powers, and duties under the act involving priorities, allocations, requisi 
tioning, and voluntary agreements relating to production, procurement, man 
power, stabilization, and transportation. Section 102 of the Defense Production 
Act Amendments of 1952, Public Law 429, approved June 30, 1952, added sub 
section (b) to section 101 of the Defense Production Act of 1950, as follows: 

“*(b) When all requirements for the national security, for the stockpiling of 
critical and strategic materialss, and for military assistance to any foreign 
nation authorized by any act of Congress have been met through allocations and 
priorities it shall be the policy of the United States to encourage the maximum 
supply of raw materials for the civilian economy, including small business, thus 
increasing employment opportunities and minimizing inflationary pressures. No 
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greement shall be entered into by the United States limiting total United States 
onsumption of any material unless such agreement authorizes domestic users 
i the United States to purchase the quantity of such material allocated to other 
vuntries participating in the International Materials Conference and not used 
any such participating country. Nothing contained in this act shall impair 
ie authority of the President under this act to exercise allocation and priorities 
trols over materials (both domestically produced and imported) and facilities 
igh the controlled-materials plan or other methods of allocation.’ ’ 
As will be noted, this provision gives statutory recognition to the existence 
1 purposes of the International Materials Conference and of the United States 
articipation in its activities through the defense programs, with restrictions 
esigned to assure that the United States will receive its share of the world’s 


iterials, 
Che act of July 15, 1952, Public Law 547, appropriated funds to the Defense 
Production Administration, the Cffice of Defense Mobilization and the Denart- 


ent of Commerce for the fiscal vear 1953, in broad terms for the expenses 
necessary in carrying out the assigned functions, powers and duties of such 
iencies under the Defense Production Act of 1950, as amended, including, of 
ourse, section 101 (b) quoted above. In harmony with the statutory recognition 

that section of the United States participation in the acivities of the Inter- 
itional Materials Conference, the said act of July 15, does not prohibt the use 
if appropriatins to defense production agencies in carrying out section 101 (b) 
irposes as was done in the case of appropriations to the Department of State 

Section 101 of the Mutual Security Act of 1951 (65 Stat. 373), as amended, 
»)» United States Code 1681, authorized appropriations to furnish economic and 
military assistance to Europe pursuant to the Economic Cooperation Act of 1948, 
62 Stat. 137), as amended, 22 United States Code 1501, and the Mutual Defense 
Assistance Act of 1949 (63 Stat. 714), as amended, 22 United States Code 1571. 
in furtherance of the general purposes of the 1951 act, including development 
of resourees of friendly countries in the interests of the United States and of 

ternational peace and security and to facilitate the participation of such coun- 
tries in the United Nations system of collective security. Section 501 (a) (1) 
f the act provides for the unified direction of the military, economic, and techni 
cal assistance programs authorized by the act by a Director of Mutual Security, 
who shall have primary responsibility for integrating the programs, both at 
home and abroad, and for assuring the expeditious building of defensive strength 
of the free nations of the world on the basis of self-help and mutual aid. 

Section 514 of the act. as amended, authorizes the Director of Mutual Security 
to participate in procuring and stimulating production of strategic materials in 
short supply among cooperating countries in order to reduce the drain on United 
States resources and to assure production of adequate supplies of such materials 
for the collective defense of the free world. Also, such Administrator is charged 
vith the responsibility for carrying out the Mutual Defense Assistance Control 
\ct of 1951 (65 Stat. 644), relating to international controls over strategic 

aterials used in producing munitions of war. 

The act of July 15, 1952, Publie Law 547, referred to above, appropriated 
funds for expenses necessary to carry out the Mutual Security Act of 1951, as 
imended, without any restriction on the use thereof for participation in Inter 
national Materials Conference activities. 

The cited organic acts of 1950 and 1951, as amended, provide ample authority 
for participation by the four agencies named above in international activities 

‘volving the production and flow of materials for military and economic pur 
poses, including civilian uses, throughout the free world in the separate and 
~ollective interests of the United States and cooperating conntries. Aecordingly, 
ind in the absence of any prohibition against the use of funds available to said 
igencies for their participation in the International Materials Conference, such 
is applies to the Department of State appropriations, it was coneluded that 
there was no reasonable basis for holding that the funds could not be so used 
and the proposed method of financing the costs of such activities was approved 

v office letter of August 20, 1952, B-111199, a copy of which is enclosed herewith 

I trust that the foregoing will serve the purpose of your inquiry. 

Sincerely yours, 
LInpsAy C. WARREN, 
Comptroller General of the United States 


Representative Martrn. I will offer my next exhibit along with 
this statement. That is the correspondence between the Comptroller 
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General of the United States and Senator Knowland in regard to 
prosecution of suit against Fallbrook Public Utility District, Con- 
gressional Record, February 4, 1953, pages 848-854. 

Senator MALong. Itis accepted as exhibit No. 27. 

(The document referred to was marked “Exhibit No. 27" and ap 
pears in the appendix at p. 994.) 

Representative Marrin. Following this action the State Depart- 
ment telephone number was removed from the International Ma 
terials Conference releases but the Commerce Department, MSA, 
and the Office of Defense Mobilization picked up the check which the 
state Department could no longer handle. I have made a part o1 
the record the letter Senator Ferguson received from the Comptrolle: 
General authorizing this procedure. 

I also want to eall the attention of this committee to the fact that 
the same appropriation bill appropriated funds for the Justice De 
partment as well as the State Department and contained a prohibition 
on the expenditure of funds by the Justice Department to prosecute 
the so-called Fallbrook case involving Camp Pendleton in southern 
California. In this instance the Navy Department attempted to pick 
up the check which the Justice Department was unable to do because 
of the legislative action Congress had taken, and the Comptroller 
General ruled that the Navy Department could not do so. I offered 
for the record the correspondence between the Comptroller General 
and Senator Knowland on this matter. 

Senator Martone. That is committee exhibit No. 27. 

Representative Marrin. My interest in this whole matter has arisen 
from the fact that I have been particularly concerned with the ap 
parent attempts of the State Department to change our stockpiling 
law. For example, the stockpile law, Public Law 520, was developed 
from the bill S. 752 of the 79th Congress, which originated in the 
Senate. When it was first submitted to the Committee on Military 
Affairs of the House in the form in which it had passed the Senate, 
S. 752 had in it section 10, which provided that— 

Strategic materials purchased from foreign sources for stockpiling pursuant to 
the provisions of this act shall be admitted into the United States free of any 
tariff duty, import tax, or other impost applicable to importations. 

Our committee struck that section out of the bill and the bill went 
to conference with that section deleted. I was not a member of the 
committee on conference. When the conference agreement was sub- 
mitted back to the House of Representatives for approval on July 10, 
1946, I was amazed to find section 10 back in the bill, calling for free 
trade. On my objection the conference report was resubmitted to the 
committee on conference. On reexamination by the committee on 
conference, section 10 was deleted and the bill was enacted into law 
as Public Law 520 without that section in it which would have removed 
the tariff protection on strategic and critical materials acquired in 
foreign trade for our stockpile. 

Senator Mavone. Right at-that point, Congressman Martin, I would 
like to insert in the record a letter which I have received from A. J. 
Walsh, Commissioner of General Services Administration, Emergency 
Procurement Service, dated October 16,1953. It was the result of our 
executive session at which it was clearly established that the tariff 
had been evaded in certain instances on foreign goods coming into the 
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tockpile. Naturally, the Government does not pay the tariff if 
aterial actually reaches the stockpile. It was diverted from the 
stockpile to private industry and the Government paid the tariff. 
Representative Martin. The materials pure ‘thased for the stockpile 
vere diverted into the industry instead of going into the stockpile. 
Senator Matonr. And instead of industry being charged the tariff, 
e tariff was paid by the Government. Th: at is the testimony of Mr. 
W Valsh. and the letter so shows. It will go in the record at this point. 
(The letter referred to follows: ) 


GENERAL SERVICES ADMINISTRATION, 
IX. MERGENCY PROCUREMENT SERVICE, 
Washington, D. C., October 16, 1953. 
Senator GEORGE W. MALONE, 
Chairman, Subcommittee Minerals, Materials and Fuels, 
Committee on Interior and Insular Affairs, 
United States Senate, Washington, D.C. 

DEAR SENATOR MALONE: In accordance with your request to me this morning, 
the following information is submitted in connection with the importation of 
strategic and critical materials for the national stockpile free of duty. 

Prior to the enactment of the Federal Property and Administrative Services 
Act of 1949 on June 30, 1949, such mate ris ils were imported free of duty pursuant 

the authority of Executive Order 9177, dated May 30, 1942, which extended 
to the Secretary of the Treasury, among others, the statutory authority of the 
Secretary of the Navy to make emergency purchases of war material abroad 
and to bring such material into the country free of duty. Copies of said Execu- 
tive order and of the statutory provision referred to are enclosed. 

The Executive order was issued pursuant to the authority of the First War 
Powers Act, 1941, which authorized the President to redistribute functions among 
executive agencies. Copies of pertinent sections of that act are enclosed. 

The importation of strategic and critical materials for the stockpile free of 
duty is presently authorized by section 602 (d) (6) of the Federal Property and 
({dministrative Services Act of 1949, as amended, which provides that “any im- 
ported materials which the authorized procuring agency shall certify to the 
Commissioner of Customs to be strategic and critical materials procured under 
said act [the Strategic and Critical Materials Stockpiling Act] may be entered, 
or withdrawn from warehouse, free of duty.” You will find this provision on 
page 100 of the enclosed copy of the Federal Property and Administrative Serv- 
ices Act of 1949, as amended. 

Neither the Defense Production Act of 1950 (64 Stat. 798) nor any of the 
subsequent amendments to that act contain any provisions authorizing the im- 
portation of material purchased pursuant to that act free of duty. 

Very truly yours, 
A. J. WALSH, Commissioner. 


Representative Martin. That came under the authority of the 
Defense Production Administration. 

Senator Martone. It was simply a manipulation. Instead of re- 
maining in the stockpile the material was diverted from the stockpile 
to private industry. It was not the intention of the Stockpile Act in 
the first instance, that material could be imported by the Government 
tariff free and then sold to private industry without the cost of any 
tariff being computed in the sales price to private interests. The 
excuse given was that there was a ceiling price which would raise the 
price of the material over the ceiling price if private industry paid 
the tariff. 

Representative Martrn. That, of course, was clearly bypassing the 
stockpile law both as to the diversion and as to the matter of tariff. 
It bears out my concern that started in my battles with the depart- 
ments clear back in 1939 in the writing of the first stoc kpile law and 
culminated in my own committee experience and the experience which 
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I have just recited here regarding section 10 of the act that became 
Public Law 520. 

Senator Martone. Under the provisions of Public Law 520, do you 
understand, Congressman Martin, that the Government was required 
to pay the duty even if the material went into the stockpile. 

Representative Martin. Yes. 

Senator Matonr. That was evaded. 

Representative MArtiy. I know that. 

Senator Matone. That was the point I intended to make. 

Representative Martin. They bypassed the prohibitions in Public 
Law 520. 

Senator Matone. I want to make Executive Order No. 9177 a part 
of the record at thistime. The order, dated May 30, 1942, and signed 
by Franklin D. Roosevelt. provides that materials imported into the 
United States, would not be subject to the tariff. 

(The document referred to is as follows :) 


EXECUTIVE OrveR 9177 DEFINING ADDITIONAL FUNcTIONS, DUTIES AND POWERS 
THE SECRETARY OF WAR, THE SECRETARY OF THE TREASURY, THE SECRETARY 
AGRICULTURE, AND THE RECONSTRUCTION FINANCE CORPORATION 


By virtue of the authority vested in me by the Constitution and laws of the 
United States, and particularly by title I of the First War Powers Act, 1941 
approved December 18, 1941 (Public Law 854, 77th Cong.), as President of the 
United States and Commander in Chief of the Army and Navy of the Unite 
States, it is hereby ordered as follows: 

1. The Secretary of War, the Secretary of the Navy, the Secretary of th 
Treasury, the Secretary of Agriculture, and the Reconstruction Finance (C 
poration are each authorized to exercise the functions, powers, and duties her« 
tofore vested in the Secretary of the Navy by that provision of an act approve: 
June 30, 1914 (38 Stat. 399; 34 U. S. C. 568) which reads as follows: 

Provided, That hereafter the Secretary of the Navy is hereby authorized t 
make emergency purchases of war material abroad: And provided further, That 
when such purchases are made abroad, this material shall be admitted free o 
duty.” 

2. The Commissioner of Customs with the approval of the Secretary of the 
Treasury, shall issue regulations governing the entry and admission free of dut 
of articles as to which an officer or the agency designated in section 1 of this 
order shall make a certificate to him in the following form: 

“The procurement of this material constituted an emergency purchase of wa! 
material abroad and it is accordingly requested that such material be admitted 
free of duty pursuant to the act of June 30, 1914 (34 U. S. C. 568) and Executiv 
Order No. 9177.” 

8. The authority herein conferred including the authority to execute the cer 
tificate set forth in section 2 of this order, may he exercised by the Secretary o 
War, the Secretary of the Navy, the Secretary of the Treasury, and the Secretar) 
of Agriculture, and the Board of Directors of the Reconstruction Finance Cor 
poration, respectively, or in their discretion and by their direction, respectively, 
may be exercised also by and through any officer or officers or civilian officials of 
their respective departments and agency designated by them for those purposes, 
or, in the case of the Secretary of Agriculture by and through such corporations 
in the Department of Agriculture as are under the direction and supervision of 
the Secretary of Agriculture and in the case of the Reconstruction Finance: 
Corporation, by and through one or more of its subsidiary corporations. The 
Secretary of War, the Secretary of the Navy, the Secretary of the Treasury, and 
the Secretary of Agriculture, and the Board of Directors of the Reconstructior 
Finance Corporation may authorize such officer or officers or civilian officials of 
their respective departments or agency or such corporation or corporations sub 
sidiary to the Reconstruction Finance Corporation or under the direction and 
supervision of the Secretary of Agriculture to make further delegations of such 
powers and authority within their respective departments and agency, and within 
such corporation or corporations. 
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4. This order shall become effective as of the date hereof, shall continue in 
ree and effect until the termination of title I of the First War Powers Act, 
1941, and shall authorize or ratify any emergency purchase of war materials 


abroad heretofore or hereafter made by or for the account of any of the said 


epartments, the said agency, or such corporations, and any such war material 

purchased may be entered, or withdrawn from warehouse, for consumption 
free of duty during the effective period of this order. 

5. Any provision of any Executive order, and any provision, rule, or regula- 
tion of any officer, department, board, commission, bureau, agency, or instru 
mentality of the Government of the United States conflicting with this order 
are superseded to the extent of such conflict. 

FRANKLIN D. ROOSEVELT 

Tne WHITE House, May 30, 1942. 

Senator Matonr. Public Law 520 was to close that loophole, but 

ter its intent was evaded. 

" Representi itive Martin. Most certainly no authority of that kind 
could have come out of any consideration by the committees of Con- 
cress primarily charged with national defense. I was serving on 
the Committee on Military Affairs, and that procedure you have just 
described runs very strongly counter to our approach to preparedness 
ind adequate national defense. 

We placed the Buy American clause in section 3 (a) of the bill, 
providing that all purchases for the stockpile shall be made in ae 

ordance with title III of the act of March 3, 1933 (47 Stat. 1520). 
Our action on this point was approved by Congress but President Tru- 

1an took violent exception to it at the time he signed Public Law 520. 

[ offer my exhibit. It has already been presented and accepted. 

It is now very clear to me why the State Department attempted 
to restore section 10 of the Senate bill and why President Truman 
made his statement. I trailed down the point as to why we were con- 

stantly faced by this effort of the State Department to change the 
stockpile law that we were then writing up. 

The official report of the United States delegation on the London 
Conference in October 1946 included this statement : 

There was considerable discussion of the type of provision which should be 
ncluded to cover governmental purchases of commodities not for resale. It 
was agreed that in making such purchases member governments should accord 
fair and equitable treatment to the commerce of other members. In the United 
States Draft Charter such purchases would have come within the scope of 
the most-favored-nation clause. 

It is quite clear to me that the State Department officials, who were 
meeting in London in October of 1946, believed that their ‘delit ibera- 
tions would ultimately result in the formation of the International 
Trade Organization which would be submitted to the Senate as a 
treaty, and they obviously thought that the Senate would ratify their 
work. I should like to point out that if this had occurred, the treaty 
would have superseded the provisions of Public Law 520 and would 
have removed the safeguards written into that act by Congress shortly 
before the London meeting. 

[ offer now my next exhibit, which is an extract from a report 
on Operations of the International Materials Conference, 1951-52, 
pages 24-25, which show that IMC found it inadvisable to provide 
any special allowance for stockpiling purposes of copper, lead, zinc, 
manganese, and cobalt, and restricted it highly on tungsten, nickel, 
and molybdenum. 
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Senator Maronr. I think we will change that from an exhibit and 

have it appear at this point in the record. It is a very short statement. 
Che excerpt referred to is as follows :) 
REPORT ON OPERATIONS, INTERNATIONAL MATERIALS CONFERENCE, 1951-52 
(Pp. 24 and 25) 
REQUIREMENTS FOR STRATEGIC STOCKPILING 

In developing plans of distribution for the metals it was necessary for the com- 
mittees to consider what policy should be followed in allowing materials for 
stockpiling purposes during a period of scarcity. The problem was discussed in 
several of the commodity committees, and many differences of opinion were 
expressed, as to whether stockpiling should continue to be pursued under existing 
circumstances. The Copper-Zinc-Lead Committee and the Manganese-Nickel 
Cobalt Committee decided, in connection with their fourth-quarter allocations, to 
recognize, in principle, the requirements for strategic stockpile purposes; but, in 
view of the tight supply, they recommended a special allowance for such require- 
ments in the plans for copper, zinc, and cobalt, only to the extent of a small per 
centage of consumption during a given base period. In the case of commodities 
where the shortage was more acute (nickel, tungsten, and molybdenum), the 
committees were unable to recommend any special allowance for stockpiling. In 
the allocation plans for the first quarter of 1952 the Copper-Zinc-Lead and the 
Manganese-Nickel-Cobalt Committees found it inadvisable to provide any special 
allowance for stockpile purposes, but maintained the principle of making such 
provisions in connection with future allocations when the supplies were sufficient 
to permit it. 

EFFECT OF IMC ON STOCKPILI 


Representative Martin. The State Department did not give up 
when the Habana charter died. They used IMC as the means of in 
fluencing our stockpiling program. The International Materials Con 
ference published a report on operations for the period February 26, 

1951, to March 1, 1952. This report contained the statements about 
the stockpile, he h have just gone into the record. 

Senator Maton. Do I understand that through the International 
Materials Conference the State Department and its counterparts in 
other nations undertook to nullify the stockpile law passed by the Con- 
gress of the United States? 

Representative Martin. That is exactly right. That is why I read 
the statement of theirs into the record, because it uncovers the pattern 
of their manipulation, nullifying all that we in Congress wrote into 
the stockpile law. 

Senator Martone. From your testimony, it might be judged that the 
International Materials Conference is principally responsible for the 
failure to complete our stockpile on schedule. 

Representative Martin. | have been checking on the causes for the 
abysmal failure of our stockpile program ever since I started my in- 
vestigation of the failure of Public Law 117 in February of 1941. I 
can come to no other conclusion than that they had every intent in the 
world to bypass and prevent the carrying out of the w ill of Congress 
as set forth in Public Law 520. 

Senator Matonr. Then, Congressman Martin, I would like to ask 
you at this point if this is not the crux of the whole business. Through 
manipulations by the International Trade Organization and the Inter- 
national Materials Conference, international allocations of materials, 
under the guise of entitlements for consumption, resulted in crippling 
our economic structure and defeated the stockpiling of these scarce 
materials so that we might be defeated in any all-out war before we 
could acquire the materials necessary to conduct the war? 
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Representative Martin. This action certainly did defeat the objec- 

ive of our stockpile law and certainly did cripple our metal supply. 
They had a very serious, adve ‘rse e fect on our cle fense adequacy and 
they did that by circumventing the will of Congress, as I have de- 
scribed. 

Senator Martone. The International Materials Conference, com- 
posed of the 12 Atlantic Pact nations and other nations each of which 
were presumably entitled to one vote, could cripple our national econ- 
omy and defeat our objective to make available the strategic and 
critical minerals, fuels and materials necessary to defend this coun 
try. You think that is correct ? 

‘Representative Martin. That is correct. 

Senator Matonr. Would it not be logical to conclude that the 1934 
rade Agreements Act was just as deliberate an attack to destroy us 
economically as the recogiition of Communist Russia in 1934 was a 
political approach to destroy us‘ That was a rather eventful year, 

as 1t not? 

Representative Martin. It was directed to achieving point I of this 
program here. This program has been expanded to include other 
points. Part I of this program that I have been describing does go 
back to the 1934 Trade Agreements Act. 

Senator Martone. Would you say, Congressman Martin, that 1934 
was a red letter year in the history of our country ¢ 

Representative Marrin. Yes, that was a significant time. 

Senator Martone. That year fathered the two approaches to destroy 
this country, the politic ‘al approach, the recognition of Communist 
Russia; and the econemic approach, the relinquishment by Congress 
to the executive department of the regulation of foreign commerce 
through adjustments of duties, imposts, and excises, commonly re- 
ferred to as tariffs and import fees. Is that a correct summary of 
the situation ? 

Representative Martin. Yes; that is the point I of this present 
program I am describing. 

Senator Mauonr. Thank you, Congressman Martin. 

Will you proceed, please ? 

Representative Martin. This statement I just quoted descrrbing 
very definite limitations on stockpile activities disturbed me tremen 
dously as it indicated that our stockpile objectives and the status of 
the stockpile were being discussed with representatives of other coun 
tries, which is a violation of the law, and that the Munitions Board 
was not a free agent as intended by the Congress in determining the 
stockpile program but was accepting direction from an international 
body never authorized by the Congress. This was confirmed by the 
report of the Munitions Board, dated January 23, 1952, in which the 
following statements are found on pages 3 and 4. 

I will offer pages 3 and 4 of that as an exhibit. If you wish, you 
can make the entire report an exhibit for your record. However, first 
I should like to describe it. 

Page 1 shows that control agency orders reduced allocations to the 
stockpile which resulted in diversions of over $120 million worth of 
aluminum, columbite, copper, fluorspar, lead, manganese, nickel, 
tungsten, and zinc already under stockpile contracts. Further, on 
recommendation of control agencies, the President released the sale of 
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$40 million worth of aluminum, copper, and lead from the stockpil 
inventory. 

Page 3 points out that the Defense Production Administration had 
been given powers over the Munitions Board to restrict stockpiling 
and that the DPA had accorded to the stoc kpile a low pr iority. Fu 
ther, by reason of Office of Price Stabilization restrictions, there was 
reduced importation into the United States of materials which have 
been selling in world markets at prices higher than those the United 
States is endeavoring to maintain, and this contributes to the shortages 
of materials. 

Page 4 points out that the Deputy Administrator of the Defense 
Production Administration serves as the United States representative 
on the International Materials Conference. 

Page 9, General Services Administration was directed by the DPA 
to divert to industry scheduled deliveries of materials covered by 
stockpile contracts and delineates the tonnage in each case. The total 
was $120 million worth of materials diverted from the stockpile. 

Pages 10 and 11 cover rate of acquisitions and indicate that the 
acquisitions in minerals and metals was less than average. 

Senator Martone. It will be accepted as exhibit No. 28 of Congress 
man Martin’s testimony. 

(The document referred to was marked “Exhibit No. 28” and ay 
pears in the appendix at p. 1009.) 

Representative Martin. I will read those paragraphs as a part of 
mv statement. This is the Munitions Board statement. 

The actions necessary to accomplish the stockpile objective extend far beyond 
he basic Munitions Board authority. 

I had better insert there an aside of my own. It certainly was not 
beyond the authority of the Munitions Board, as I visualized it at the 
time I helped draft Public Law 520. 


international and domestic allocation of available supplies, as well as suppl) 
expansion programs, are not the immediate responsibility of the Munitions Board 
but have a direct bearing on the accomplishment of the objectives of the Stock 
piling Act. These programs of other agencies are reported here only insofa 
as they directly affect the stockpiling activity. 

Concurrently, the agencies responsible for the administration of the Defense 
Production Administration have accorded not only to direct military and defens« 
supporting production but also to the continuation of sufficient civilian use of 
searce materials to maintain the total national economy at a relatively higl 
level and to minimize avoidable unemployment. 

Support of this policy has in numerous instances resulted in the diversion to 
industrial use of materials tendered for delivery against existing stockpile con 
tracts and, in the instances of copper, lead, and aluminum, actual withdrawals 
from the stockpile have been made. 


That is a good confession. T was having a battle royal on all those 
points while they were trying to do those things. 


Contributing to the present materials shortages has been the reduced impor 
tation into the United States of materials which have been selling in world 
markets at prices higher than those the United States is endeavoring to main 
tain. This effect is expected to be temporary only. 

In addition to channeling vital materials in short supply to essential uses 
within the United States, the Defense Production Administration has taken the 
lead in endeavoring to secure international allocations of vital materials in 
short supply in an attempt to meet the total commitments of the free world in the 
present struggle with Soviet expansionism and aggression. International allo 
eations have sought to provide the necessary materials for the essential defense 
programs of the free world and at the same time to reduce the inflationary 
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pressures that would result from unrestrained international competition for 
carce supplies. A Deputy Administrator of the Defense Production Adminis 
tration serves as the United States representative on the Central Group of the 
International Materials Conference and coordinates the activities of the United 
“tates members of the several committees covering copper, zinc, lead; cotton and 
tton linters; manganese, nickel, cobalt; pulp and paper; sulfur; tungsten, 
vbdenum ; and wool. 

“That certainly was not part of the plan we had in mind in writing 
. ublic Law 520 for our own insurance policy. The whole approach to 

he administration of that law has been distorted beyond any imagina- 
tion of ours at the time we wrote that law. 

Senator Martone. Congressman Martin, would you say that the 
plan has continued almost unchanged regardless of congressional 
action ? 

Representative Martin. It was not completely undisturbed in the 
levelopment by then, because I did have an opportunity to put a few 
punctuation marks in it from time to time. 
~ [ have had innumerable discussions and registered many, many 
vigorous objections to these things as they were transpiring. I will 

say, though, that they went ahead by one means or another very much 
along the | line indicated here and notwithstanding the te mporary delay 
due to my registering objections. 

Senator Matonr. Would you say, Congressman Martin, your opin- 
on is that unless there is some change in that second and third echelon 
of these departments that this same program is likely to be pressed 

ontinually ? 

Representative Marttn. There is very serious danger of it. 

Senator Martone. In other words, the personnel of the departments 
emaining unchanged, the program remains virtually unchanged ¢ 

Representative Martin. Yes. 

On page 5 of my exhibit No. 28, the Munitions Board report, I 
found that the Department of State is concerned with our stockpile 
program. This paragraph appears, and I quote: 

Because the stockpile program affects the economic and political relations of 
the United States with other governments, the Department of State has a number 
of important functions in support of the program. 

Senator Martone. Right at that point, did the State Department 
ever have any important functions in the regulation of foreign trade 
intil the 1934 Trade Agreements Act? 

Representative Martin. I cannot give you an answer on that. That 
s certainly a departure from the pattern prior to that time and that 

iarked the first great activity of the State Department i in trade. 

Senator Matonr. Article i, section 8, of the Constitution, charges 
the legislative branch, the Congress of the United States, with the 
regulation of foreign commerce. It also charges them with the regu- 
lation and adjustment of the duties, imposts, and excises. 

That is true, is it not? 

Representative Martin. Yes. 

Senator Martone. Did not the Congress of the United States de- 
liberately abrogate its constitutional authority and give the Presi- 
dent of the United States a blank check with respect to the adjust- 
ment downward—always downward as was proven by subsequent 
actions of the State Department of the tariffs and import fees? 

Representative Martin. Yes. To the extent that Reciprocal Trade 
Act turned that function over to the State Department, the Congress 
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did change the pattern that you have described there in the Con 
sitution. 

Senator Matonr. And Congress changed the Constitution of t! 
United States without submitting such changes to the people as 
provided by the Constitution; did it not? 

Representative Martin. Yes. 

I wish I had time to discuss that more fully with you. That goes 
into a vastly larger field than I am trying to cover here. I am faced 
with this whole problem, as you know, through my duties on the Com 
mittee on Ways and Means in the broad field. Here I am trying t 
develop, of course, the very narrow application of it to this field of 
our stockpile insurance policy and the m: inipulation they have under 
taken to throw into this program. But it is all part of the same gen 
eral pattern or picture. 

Senator Martone. Then I would say to you, Congressman Martin, 
if you would agree with this statement: As long as this authority 
rests in the executive department, and to all effects and purposes it 
is in the State Department, can Congress legitimately object to any 
action the State Deparment may take if it continues to extend th 
transfer of its constitutional responsibility to the executiv: 
department ? 

Representative Martin. Mr. Chairman, I have in my discussior 
here shown that the State Department went ahead and expanded their 
authortiy in this field without any proper authority of Congress 
They went counter to our struggles in defense to set up this stock 
pile, and they did many of these things, like the whole procedure I 
have discussed here on IMC, without any congressional approval. 
They apparently do not consider that they need to have congressional! 
approval for some of this delegation of power amongst themselves. 
They had the Munitions Board whipped into complete submission. 
The statement I read from the Munitions Board indicated that. the 
Munitions Board did not consider itself a strong arm of our Govern 
ment even though they were given a task by the Congress specifically. 
They began to make excuses from the start. They ignored many pro- 
visions of that Public Law 520. You can see from this pattern I have 
developed here the reason why: Because the State Department came 
and pushed them over on many of these policies. Whether or not 
they do have complete congressional authority for all they are try 
ing to do, they are going to do it by indirection if they are headed 
off their direct approach. My whole set of exhibits is moving in that 
direction. I hope they have occasion to read one Congressman’s 
opinion of some of their cutting across of the work of the committee 
which it was my privilege to serve on years ago, the Military Affairs 
Committee, in writing this Public Law 520. 

Senator Matone. but the basic authority for regulating the tariffs 
always downward is contained in the 1934 Trade Agreements Act, 
now commonly called the Reciprocal Trade Act. 

Representative Marttn. And you think, of course, as long as Con- 
gress did give that general authority over that we, as Congress, can 
not be too. surprised if the State Department does go on a little bit 
farther than we authorized them to go? 

Senator Martone. As long as Congress abrogated all the authority 
it had, I am not surprised. 
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Represent: itive Martin. I must go ahead with this quote from the 
VMunitions Board. 


IMC ACTED TO DIVERT MATERIALS FROM STOCKPILE 


(he Munitions Board in the foregoing statement, the one I spoke 
ut here, confirmed my firm belief all along that the State Depart- 
ent had taken over the determination of our stockpile policies. The 
\funitions Board showed the effect of IMC restrictions on the stock- 
program in the following statements which appear on pages 9 

110 of this report: 

As a result of the tightening supply-demand position for many of the stra- 

ce and critical materials, particularly in the instances of such high-value items 

iluminum, copper, lead, zinc, tin, and rubber, the dollar value of new stock- 

e acquisitions during July-December 1951 declined to $357 million from the 
$462 million of the previous 6 months. However, the rate remained higher 
han that of any 6-month period prior to 1951. The availability of many stra- 
egic and critical materials became increasingly limited in the last 6 months of 
1951 and, under the priority policy of the Defense Production Administration 
DPA) outlined previously in this report, EPS found it more difficult to enter 
nto contracts for the delivery of such materials to the stockpile. In addition, 
GSA was directed by DPA to divert to industry scheduled deliveries of a number 
f materials covered by stockpile contracts or to hold such deliveries in special 
eserves for future distribution to industry. 

In other words, they could not use the stockpile as an element of 
manipulation. So they then start diverting materials destined for the 
stockpile and never letting them get into the stockpile because. they 
cnew once they went into the stoc ‘ky vile they had to havea Preside ntial 
order or an act of Congress. That was a very serious intrusion on the 
iuthority set up by the Congress in the Stoc kpile Act. 

Senator MaLone. That was made ver y clear by the direct testimony 
before this committee of the head of the organization manipulating 
the stockpile. 

Representative Martin. I will never forget Congressman Durham’s 
debate on the House floor on that subject. He and I, I suppose, put 
more time on this subject than any other Members in the House of 
Representatives. He brought that to my attention a few years ago 
ind I was terribly shoc ked to see the extent to which they ‘had gone 
n bypassing our ‘whole effort to create this insurance policy for our 
own security. 

[ will go ahead with the quote here: 

Materials affected by such directives include 45,000 short tons of aluminum. 
100,000 pounds of columbite, 163.500 short tons of copper, 8,000 short tons of 
cid fluorspar, 6,000 short tons of lead, 9,900 long tons of metallurgical man- 
ganese ore, 2,200,000 pounds of nickel, 1,778,000 pounds of tungsten, and 26,900 
hort tons of zinc. This represents a loss of more than $120 million worth of 
materials to the stockpile. The storage of some materials became so acute 
that quantities already in the stockpile were released for allocation to industry 
pursuant to Presidential orders recommended by DPA and the Office of Defense 
Mobilization (ODM). Such releases included 10,000 short tons of aluminum, 
5,000 short tons of copper, and 30,000 short tons of lead, having a total value 
in excess of $40 million. 

The stockpiling program of materials vit il to our security had 
idmittedly been suffering at the instigation of an uns 1uthorized inter- 
national agency working without any charter or bylaws. 

I have another exhibit here which I will offer for the record. That 
I will describe as Senate hearings on Defense Production Act, March 
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1952, before Senate Banking and Currency Committee, testimony 
Mr. G. J. Ticoulat, Deputy Administrator, Defense Production Ad 
ministration. He testified that DPA accepted the IMC allocations 
and because of the IMC allocations, copper was not stockpiled fo: 
period of time. This appears on page 1504 of the hearings. 

Senator Matonge. That will be accepted as exhibit No. 29 of 1 
committee. 

(The document referred to was marked “Exhibit No. 29” and ap 
pears in the appendix at p. 1045.) 

Representative Martin. Mr. G. J. Ticoulat, a Deputy Adminis- 
trator of the Defense Production Administration and the principal 
United States representative on the International Materials Confer 
ence, testified before the Senate Banking Committee on the Defense 
Production Act amendments of 1952. His testimony starts on page 
1500 of the hearings which I offered in evidence. Mr. Ticoulat in 
disc ussing copper made this statement : 

“The method back of the IMC distribution plan was a priority for 
direct defense requirements, provision for minimum strategic stock 
piles and the distribution of the remaining supply for civilian require 
ments on the basis of consumption in 1950. In the first quarter of 
1952, owing to the acute shortage, no specific provision was made for 
stockpiling.” 

Similar statements appear in the hearings regarding the stockpiling 
of other materials under IMC. 

Senator Matonr. Then you would say, Congressman Martin, that 
this is a direct interference with the congressional intent in the Stock- 
piling Act, Public Law 520? 

Representative Martin. Exactly. It is a violent interference with 
our whole pattern of defense. 

Senator Matone. It perhaps resulted in the inadequacy of the 
stockpile at the present time. 

Representative Martin. Exactly. It is still my great concern. Na 
tional defense starts with the stockpile and the health and vigor of 
the American metal-mining industry. Without those factors we put 
up a rather weak defense, and I think I know what I am talking about. 

Senator Martone. Would you say there is a direct conflict between 
the intention of Congress expressed in Public Law 520, the Stockpile 
Act, and the manipulations of IMC by the State Department? 

Representative Martin. Yes, sir, there is a very real conflict. 

Senator Martone. And so far, apparently, the objectives of the State 
Department have prevailed ? 

Representative Martin. IMC went ahead and functioned with the 
State Department’s acquiescence and help and assistance. They did 
it without any regard for our view in Congress and the defense com- 
mittees on this matter of stockpile. 

Senator MALone. This direct conflict has been resolved in favor of 
the State De ‘partment and the Government bureaus and against the 
objectives of Congress. 

Representative Martin. This is conclusive proof that the Interna- 
tional Materials Conference, which was never authorized by the Con 
gress, and not the Munitions Board, was running our stockpile during 
this most critical period of our national need for strategic and critical 
materials. 
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BRITISH SEEK STOCKPILE CURBS 


{ have another exhibit here that is entitled “British Seek Curbs on 
United States Stockpiling,” a New York Times article, dated Sep 
ember 12, 1951. 

Senator MaLtone. That will be accepted as exhibit No. 30. 

(The document referred to was marked “Exhibit No. 30” 

llows: ) 

iipir 30 


[From New York Times, September 12, 1951] 


Britisn Seek Curss ON UNITED STATES STOCKPILIN« 
(By Walter H. Waggoner) 


WASHINGTON, September 11.—The United States and Britain agreed today that 

e magnitude of world economic problems demanding urgent attention would 

lire another meeting between them later this week 

rhe meeting between Secretary of State Dean Acheson and the British officials, 

ded by Foreign Secretary Herbert Morrison and Hugh Gaitskell, Chancellor 
the Exchequer, was to have ended with this morning’s session After Mr. 

\itskell’s presentation, however, it was decided that additional discussion would 
needed if any of the issues were to be resolved 

Faced by what it regards as a critical world inflation problem, Britain favors 

measures for combating the rising raw material costs, neither of which 
| get much support from the United States. 

hese steps are: (1) A curb on stockpiling that London feels has upset the 

mal functioning of trade balances and pushed the prices of raw materials 
pward; and (2) a world price-control system consisting of both a “floor” and 
ceiling” on the prices of certain important commodities 

rhe United States, as the only Allied power in a position to do any stock- 
piling, probably would be the only government to feel the restriction. Stock 
piling, however, now is an important aspect of United States preparedness policy 

Any such international price control system also would be likely to run into 
the resistance of the United States Government. It is United States policy to 

rk through the International Materials Conference here, from which allocation 
programs are devised and efforts are made to increase the production of materials 

hort supply. 

After the Britons’ meeting with Mr. Acheson, more than two and a half hours 

thinking out loud, as one British official put it—the French delegation began 
ts talks with the United States at 3: 45 o’clock in the afternoon. 

The meeting with the French ended at 7:20, with what a French official de 
scribed as “a wide identity of agreement.” Officially, the State Department dis 
osed only that the talks had covered West Germany and Indochina. 

Foreign Minister Robert Schuman, assisted by Ambassador Henri Bonnet and 

other officials, was nevertheless prepared to lay some other thorny issues on 
the table, among them the Italian Treaty and the disposition of Trieste. 

Although the French view on most of these subjects already is well known 

United States officials, there still will be ample room for further discussion 
nd debate. The French delegation was prepared to stress the need for bringing 
West German arms and troops into the European defense system as an integrated 

ther than an individual force, and for averting a revival of German militarism 

A modification of the Italian Treaty to remove the limitations on Italy’s armed 
forces also is part of the French program to enable the former enemy to shoulder 

s share of the burden of European defense. 

France also can he expected to press for greater economic and military assist- 
nee in Indochina, where French and native troops have fought communism’s 
South Asian push for 5 years. 

The Trieste problem is a more delicate one. Western Big Three policy toward 
the Free Territory of Trieste is hased on the three-power declaration of March 
IS, 1948, in which Washington, London, and Paris declared themselves in favor 
f returning Trieste to Italy. 

The declaration was instrumental in the defeat of the Italian Communists at 

critical point in Italy’s postwar recovery. 

Three months later, however, Yugoslavia was expelled from the Cominform, 
ind the Trieste decision became troublesome with respect to western efforts to 
keep Belgrade forever out of the Soviet orbit. 
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FRENCH FAVOR REVISION 

The United States has frequently insisted that the three-power declaration 
still represents its policy. France is eager to reexamine that policy on the ground 
that the conditions on which the declaration was based no longer exist. 

The United States, British, and French foreign ministers will meet together 
tomorrow for the start of a 2-day discussion in preparation for the North Atlantic 
Council meeting in Ottawa Saturday. 

Their first consideration will be an examination of the progress of western 
efforts to “contain” Soviet communism wherever a threat exists, officials said 
but special attention will be focused on a program for the Near East, which many 
observers regard as the next Soviet target. 

Other North Atlantic Treaty issues likely to be taken up tomorrow are the 
United States-sponsored proposal for Greek and Turkish membership and German 
rearmament 

Far East questions likely to be held over until the Thursday meetings. 

Representative Marrry. That is a New York Times article. 

Senator Martone. It is the New York Times article of September 12, 
1951, entitled, “British Seek Curbs on United States Stockpiling.” 

Representative Martin. That is right. 

As I have already indicated, the International Materials Conference 
was the outgrowth of the request by the British and the French for 
a change in our strategic and critical material purchasing and dis 
tribution policies after the start of the Korean war. I have here a 
clipping, which I just submitted from the New York Times of Sep 
tember 12, 1951, by Walter H. Waggoner. The heading reads: “Brit 
ish seek curbs on United States stockpiling.” The New York Times 
chpping continues with this amazing statement: 

Faced with what it regards as a critical world inflation problem, Britain 
favors two measures for combating the rising raw-material costs, neither of 
which will get much support from the United States. 

These steps are: (1) A curb on stockpiling that London feels upset the normal 
functioning of trade balances and pushed the prices of raw materials upward: 
and (2) a world price-control system consisting of both a “floor” and a “ceiling” 
on the prices of certain important commodities. 

The United States, as the only Allied Power in a position to do any stock 
piling, probably would be the only government to feel the restriction. Stock 
piling, however, now is an important aspect of United States preparedness 
policy. 

Any such international price-control system also would be likely to run into 
the resistance of the United States Government. It is the United States policy 
to work through the International Materials Conference here, from which allo 
cation programs are devised and efforts are made to increase the production 
of materials in short supply. 


ECA-MSA FUNDS GIVEN FOREIGN NATIONS TO BUY MATERIALS IN 
COMPETITION WITH U. 8S. PURCHASERS 


This provides additional evidence that the impact of our stock 
piling program on the economies of other countries was the dominant 
concern of our policymakers during the Truman administration, rather 
than the security of the United States. During this period while 
price controls and other restrictions were placed on the American 
producer in order to channel materials to other nations we continued 
to grant ECA and, later, MSA, aid to purchase materials abroad 
for the account of other countries. I want to offer for the record 
the procurement authorizations for copper, aluminum, zinc, and lead 
which were financed by the United States for the account of other 
countries from the period April 3, 1948, through June 30,1951. This 
is taken from the 13th Report of the ECA to the Congress, page 109. 
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That is my next exhibit. TI will describe it here. It is a statement 
wing the amount of ECA—MSA funds given to foreign countries 
buy lead, zine, and copper and other minerals. Procurement au 
orizations by commodity group and area of source—cumulative 
KCA and mutual defense assistance program, \pril 3. 1948. to June 
, 1951. 
Senator Manone. Instead of inserting this material as an exhibit, 
Congressman Martin, I suggest that these 2 tables, 1, procurement 


ithorizations by commodity group and area of source, 2, procure 


ent authorizations by commodity and country of destination, be in 


ted in the record at this point as a part ot your testimony. 
(The tables referred to follow:) 


2 


{ULATIVE ECA AND MuTUAL DEFENSE ASSISTANCE PROGRAM, APR. 8, 
JUNE 30, 1951 


Procurement authorizations by commodity group and area of sou 


Millions of dollars] 


including precious metals 


tal, nonferrous metals 
products 
i steel products including f 


lic ores and concentrates 
Total 


ne tools 
iction and mining equiy 
working machinery, except 
e tools 

1] machinery 

ndustrial machi: 
iltural machiner 


rs, all types 


nachinery a 
nd part 
ind parts 


tation equip! 
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Procurement authorizations by commodity and country of destination 


M 


Copper 
Aluminur 
Zine 
Lead 
Other 


rotal machinery and vehicles... 


CGirand total 


Source: 13th Report to Congress of the ECA, p. 111 
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Representative Marrix. Mr. Chairman, my next exhibits are a 
tatement by Robert KF. Loree, chairman, National Foreign Trade 
Council, Inc., before the House Banking and Currency Committee 
hearings on the Defense Production Act Amendments of 1 L952 he ld 
May 23, 1952; and the release by Defense Production Administration, 

ted June 17, 1952, in which DPA accepts IMC entitlement for con 

mption allocations. On page 4 of this exhibit, DPA admits 
pending stockpiling because of IMC allocations. 

senator M ALONE, Exhibits 51 and 32 ¥ ill be a cepted and placed in 
the appendix of these hearings. 

The documents referred to were marked “Exhibits 31 and 32” and 
ppear in the appendix at pp. 1053 and 1066, respectively. ) 

Representative Martin. Mr. Chairman, I will now go back to the 
ag on the ECA and MSA programs. I might say I got these all 

he fore I procee ded W ith the cliscussion. 

t shows that we authorized $360,900,000 for the purchase of cop 
per, $1238,500,000 Pra the purchase of aluminum, $81,700,000 for the 
purchase of zine, $53,300,000 for the purchase of lead, and $38,000,000 
for the purchase of other nonferrous metals, making a total of $662, 

0,000. The areas in which the money was spent and the countries 
rhich received the money are indicated in the tables. During this 
period copper was under a domestic ceiling of 241% cents. The In- 
ternational Monetary Fund in their published statisties show that 
prices as high as 60 cents a pound were being paid by foreign coun- 

es financed with ECA funds. 

Che foregoing statement is based upon the testimony of Mr. Robert 
F. Loree, chairman of the National Foreign Trade Council, Inc., tes- 


tifying on the Sadlak amendment to the Defense Production Act be- 
fore the House Committee on Banking and Currency in the spring 
1952, who summarized this startling situation as follows: 


As to the prices of IMC allocated commodities of which the United States is 
et importer, it is obvious that this country may not receive even the quantities 
naterials allocated to it so long as the OPS is induced to set unrealistic price 
ings on the affected commodities substantially below world prices. The fact 
s that this country gives other nations dollars which are used to bid up the free 
narket prices of such commodities. During the period from July 3, 1948, to 
June 30, 1951, the ECA furnished almost $326 million to European countries 
for the purchase of copper, $78 million for the purchase of zinc, and $57 million 
for the purchase of lead. Thus United States dollars have been used by 
European countries to compete with the United States in bidding up the prices of 
iterials controlled by the IMC 
Senator Martone. Certain of these materials have been used to 
break the market in this c ountry by such foreign countries. 
Representative Martin. Yes, sir. I have a little more on that. 
Chat is true. 
Prices affected by the practices just mentioned varied greatly in different 
untries. The following examples are illuminating. According to the March 
1952 issue of International Financial Statistics, published by the International 
Monetary Fund, the price of copper in the United States in January 1952 was 
24.5 cents per pound. As of the same date, the prices of copper per pound in 
tain European countries, expressed in United States currency, were as fol 
snes United Kingdom, 28.4 cents; the Netherlands, 43.6 cents: France, 45.2 
cents; and Italy, 60.8 cents— 


Ours was 24.5. 
Senator Matone. And all purchased with our own money. 











60 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


Representative Martin. That is right. 


In the case of lead, prices per pound on the above-mentioned date were 


as 
follows: United States, 19 cents; Italy, 21.2 cents; United Kingdom, 21.9 cents 
and France, 26.8 cents. 


As regards zinc, the prices per pound on the date mentioned were as follow 
United States 21.5 cents, United Kingdom 23.3 cents; France 29.7 cents: and tl 
Netherlands, 30.5 cents. 


FERGUSON AND SADLAK AMENDMENTS TO CURB IMC 


When the Congress became aroused to what was going on, Senator 
Ferguson and Congressman Sadlak introduced amendments to the 
Defense Production Act to make it impossible to use our laws to Imple- 
ment IMC allocations. These amendments were introduced as extreme 
hardship had developed in many areas due to the acute shortage of 
copper, which was available in other countries but not in the United 
States, In an effort to defeat the passage of these amendments the 
administration withdrew copper from the military stockpile and 
diverted it to industry. This was done under the provisions of Public 
Law 520 giving the President power to withdraw strategic materials 
from the stockpile in a declared emergency. 

Senator Martone. The emergency was that the Congress was about 
to exercise its prerogative by passing an amendment to the law. 

Representative Martin. Exactly right. 

Senator Martone. That would have been a great emergency as far , 
as the State Department is concerned. 

Representative Marri. It is significant that the statement of th 
Defense Production Administration (exhibit 32) announcing the 
authority to withdraw an additional 22,000 tons of copper from the 
national stockpile was made on June 17, 1952, when the House was 
about to consider the Sadlak amendment which was adopted on 
June 19. 

Senator Martone. You consider that a direct attempt to defeat the 
amendment on the floor of the House, do you not / 

Representative Marri. It was absolutely the use of the stockpile as 
a weapon of manipulation and certainly farthest from the purpose of 
the stockpile in the minds of those of us who drew that act in 1946. 

Mr. Loree, in his testimony, also pointed out that the Economic — | 
and Social Council of the United States, in a resolution adopted Sep 
tember 13. 1951, recommended that members of the United Nations 
continue to accept the principle of chapter 6 of the Habana Charter for an inte! 
national trade organization as a general guide in intergovernmental consultation 
or action with respect to commodity problems. 


Further in his testimony, Mr. Loree points out: 


Apparently the Department of State feels that it has found a means throug ; 
the International Materials Conference to effectuate the intergovernmental ce | 
modity agreements without requiring the legislative implementation in any way 

Senator Martone. Or to defeat any legislation directing otherwise; 
is that correct / 


- " ‘ j 
Representative Martin. Yes; that is right. 
At any rate, the International Materials Conference allocations and price 


control agreements have been formulated and put into effect without consultat 


with or the sanction of Congress 
Mr. Loree further states in his testimony, pages 1425-1429: 


An especially objectionable feature of the International Materials Conferenc 
program has been its interference with the stockpiling program of the United 
States, as authorized by Congress. Under the stockpiling program of this co 
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the Munitions Board, not the Defense Production Administration, is charged 
th the responsibility of carrying out the congressional mandate relating to 
ckpiling 
Apparently, the Defense Production Administration and the International 
erials Conference have taken over the functions of the Munitions Board 
thout congressional sanction 
Besides preventing or curtailing additions to the United States stockpile of 
itegic and critical materials, International Materials Conference activities 
e also resulted in the removal of important commodities from this country’s 
ckpile of such materials in order to meet International Materials Conference 
wation to foreign nations. The outcome seems to be a plain frustration of 
aims of Congress in enacting the Stockpiling Act 
fhe International Materials Conference is, in effect, a supergovernmental 
Governmental representatives, sitting on International Materials Con 
e committees, make decisions affecting the economy, living standards, and 


nal income of all countries of the free world The International Materials 


( erence has concerned itself not only with allocation of materials for defense, 
has undertaken to distribute all of the free-world supply of commodities 
raced in the International Materials Conference among all free nations, 
rals as well as our allies in the NATO group or in the Pacific defense pacts 


matter of fact, the bulk of allocations in respect of many commodities 
aced in the International Materials Conference program has ! 


been for 
in, rather than military uses 


BOW REPORT ON ILLEGALITY OF IM¢ 


I 


ihe legality of the establishment and the maintenance of the IMC 
sofar as the United States is concerned has been criticized in Con 
eress on a number of occasions. A nine-man House committee under 
Re] resentative sow, ap pointed b »\ Hi use Republican leader Martin 
an LO, we released a report on June 15, 1952, after it had 
ated the leg: lity of the IMC. They considered two principal 
sues! (1) Whether there was any legal standing under Americal 
iw for the United States participation in the IMC; and (2) were the 
owers conterred on the President by the Detense Production Act 
Ing misused by him in implementing clomest eally the clobal deci 
ons being mide by the IMC 
The Bow comniittee reported that it considered the IMC o be in 
e nature of an international supercartel with smbmited ridin and 
ointed out that similar programs were reje ted twice by congressional 
ommittees. 
Mr. Chairman, I wish to include a copy of the Bow report as well 
is the reports of 3 other committees appointed by Congressman 
Martin, namely the Sadlak, Dondero, and Jenison committees which 
exhaustively reviewed the activities of IMC during the 82d Congress. 
Senator Martone. Your exhibit will be accepted as committee 
exhibit No. 33. 
(The documents referred to were marked “Exhibit No. 
ippear in the appendix at p. 1069.) 
: Representative Martin. Yes, those are the reports of the Republican 
House committees investigating the effects of the IMC (Bow, Sadlak, 
Dondero, and Jenison reports). 
The attempts to plan the world such as I have outlined have been 
ted many times and they have neve + Senin too successful. This is 
iat happened in this instance as shortly after the supposed shortages 
| the markets turned and we were sud denly confronted with world 
surpluses which the planners had never envisaged. While we were 
going without copper, lead, and zinc, the British were accumulating 
. tremendous stockpile, amassed with American dollars, as I have 
ilready indicated. In September of 1952, just 2 months after enact- 
ment of the Sadlak amendment limiting IMC, the market for lead 


and 


t 
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ond zine broke. The British stockpile which had been acquired at the 
expense of the American taxpayers and at no real cost to the British 
was liquidated in order to secure dollars. Simon D. Strauss, vice 
president of the American Smelting & Refining Co., in an address 
hefore the American Mining Congress on Monday, September 22, 
1952, said: 


Furthermore, how good is governmental judgment likely to be as to the long 
run prices of the materials under control? At best, it will be no better than that 
of private industry, which is subject to wide error, and more likely, it will not 
be as good. Let me cite an instance. 

I yield to no one in my admiration for the British civil service, which has a 
long tradition of integrity and devotion to the publie good. Yet, look at the 
record of the British Government in the last 2 years in its bulk buying of 
materials— 


Senator Matong. Could we refer right there to the words “public 
good”: Would they be referring to the British public good or to the 
American public good ? 

Representative Martin. I can only imagine Mr. Strauss had refer- 
ence only to the British public good. 


Convinced that shortages of lead and zine would prove long-lived, the British 
last year bought large quantities of such metals for delivery extending into this 
year at prices of 21% and 23% cents a pound, respectively. Had it not been for 
this British buying during 1951, the prices of lead and zine outside the United 
States would not have gone as high as they did and the shortages would not have 
been as pronounced. 

But, by the end of the first quarter of 1952, the physical stocks of lead in the 
United Kingdom were so great that the British Government resold a huge tonnage 
of lead to the United States stockpile at losses ranging upward from $50 a ton— 


Senator Martone. Right at that point, they had purchased the lead 
with our money and then sold it to us for additional dollars thereby 
flooding and depressing our market ? 

Representative Martin. That is exactly what Mr. Strauss is describ- 
ing. Yes, indeed. 


As for zine, with the present market price of 151% cents a pound the British ar¢ 
still taking delivery of large tonnages at prices in excess of 20 cents a pound and 
their stocks are climbing by several thousand tons a month. 

The British position in zine is now such that they have told all sellers of 
zinc to Empire producers that they will buy no zine whatsover during the first 
half of 1953, 

Now, I have not singled out the British Government because I believe it to 
be more prone to error than others; on the contrary, any group undertaking 
the same job might well have made the same mistakes. 

My point simply is that when a government or a group of governments errs, 
the effect on the market is infinitely more serious than when a private buyer 
or seller does so. The British buying in 1951 and selling in 1952, far from 
helping to stabilize metal markets, actually has tended to increase instability 


Senator Maronr. Congressman, if I may interrupt at that point, 
I have an article from the London Times headed: “1952, a Year of 
Disillusionment and Disappointments Says Zine Corporation Head.” 
The dispatch, datelined London, June 3, 1953, states: 


In commenting on zine and lead-market performances in 1952 and referring 
specifically to plans for disposal of Government-held stocks, and the effect of 
Government subsidies in the United States, John R. Govett, chairman of Con 
solidated Zine Corp., Ltd., in his annual report, as published in the Financial 
Times of London, said in part as follows: 

“The year 1952 was one of disillusionment and disappointment to lead-zinc 
producers. Scarcely had the exhortations of both United States and United 
Kingdom Governments to increase production become less intense than high 
prices and restrictions of use began to affect consumption.” 





) 
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[ will not take the time to read all of this dispatch, but it verifies 

more detail what you have just said. I ask that it appear in the 
record at this point in conjunction with your testimony, Congressman 
fartin. 

(The remainder of the article referred to is as follows:) 


Current production was already in excess of current requirements at the 
time when the United Kingdom Government decided to return these metals 
) private trading. This step presented a number of difficult problems particu- 
ly as it involved the question of Government stock disposal. Unhappily it 
ild seem that the measures to solve these problems were not as well con- 
ved as they might have been. The price of lead, which in the United Kingdom 
vas 131 pounds on September 30, 1952, fell rapidly on the open market until 
t reached 73 pounds 5 shillings on April 23, 1953. In the case of zine a similar 
ture can be shown: The price on December 31, prior to the opening of the 
narket was 110 pounds, and a low of 63 pounds 15 shillings was reached by 
(pril 23, 1953. 

The resultant losses have been shared by producers throughout the world and 
must have totaled many millions of pounds. If the stocks that have been released 
have eventually gone into consumption, they have presumably done so only 
is a result of the closing down of mines, mostly in the United States of America. 
' So we have this situation, namely, that in 1951 our respective governments were 
clamoring for supplies and giving every inducement for new production, while 
1952 some of the old-established mines of the United States could no longer 
perate economically and their remaining ore reserves may be lost indefinitely 
Now I must mention another painful matter, namely, the long-term contracts 
hich governments have entered into with new high-cost producers at floor 
rices which are now well above any ceilings that established producers can 
ope to reach. Thus, subsidized metals from these high-cost producers will be 
dded to market supplies and some old-established efficient producers may be 

losed down to make way for this metal. 


pl 





Representative Martin. That is very much in point with my ob 
ervation. The domestic mining industry today is feeling the effect 
f the miscaleulations made by the International Materials Confer 

e and the diversions of materials from normal commercial channels 

governmental edict. There is no question but that the market 

stability which we have experienced would have been less had there 
en no International Materials Conference. However, the Govern 
ent planners now use the market instability as the excuse for more 
uning. For example, the Paley Commission, appointed by Presi 
nt ‘Truman, in its report on page 87 of volume 1 recommended that 
proceed with a full implementation of chapter 6 of the Habana 

( narter. 

| offer my next exhibit, which contains extracts from Volume I 
f Resources for Freedom, report to the President by the President’s 
Materials Policy Commission (Paley Commission), pages 86 to 90. 

Senator Martone. Your exhibit will be accepted and filed with the 
ommittee as exhibit 34. 

The document referred to was marked “Exhibit No. 34” and ap- 
pears in the appendix at p. 1099.) 

Representative Martin. The Paley Commission, in fact, makes a 
rather amazing statement. It says: 

"he United States has not ratified the treaty, but under a resolution of the 
United Nations Economic and Social Council is bound with other nations to 


ecognize chapter VI as a general guide. The further steps which, in the 
Commission’s view, the United States should take on chapter VI of the Habana 
Charter are discussed later in relation to the Commission’s conclusions about 


the types of agreements which may help to stablize materials markets—agree 
ents upon which chapter VI would have definite bearing. 
Senator Martone. In other words, Congressman Martin, do you 
nterpret this statement as saying that Congress has no authority in 
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this field because we have signed the United Nations Charter a 
therefore we are bound by the actions of the United Nations Econom 
and Social Council 4 

Representative Martin. Yes, they are going ahead on that assump 
tion. 

Senator MaLone. This is the Paley report. We do hope, Congress 
man Martin, to have Mr. Paley before the committee in due time. 

Representative Martin, I will be very interested in his discussion of 
these points. 

Senator MaLone. Continue, please. 

Representative Marrin. Once again, just as in the case of GATT, 
which is implementing proposal No. 1 of the Department of State, 
we are apparently going to implement the original proposal made in 
1945 for intergovernmental commodity agreements notwithstanding 
congressional disapproval. 

Senator Martone. GATT would be General Agreements on Trade 
and Tariffs originated in Geneva in 1947 4 

Representative Martin. That is right. 

The International Materials Conference was going to play an i 
portant part in this scheme. The Paley Commission, incidentally, 
held up the International Wheat Agreement as the model which coul 
be used to establish commodity agreements for all commodities includ 
ing strategic and critical materials. In discussing the IMC it said 

The United States Government already is cooperating with other nations in 
efforts to solve various problems of the materials market. There is no doubt 
that the allocation recommendations of the International Materials Conference 
which the United States helped to establish, are having some stabilizing effect on 
the prices and markets for materials during the present emergency. 

The United States Government is participating in preliminary work for pos 
sible establishment of an International Cotton Agreement and an International 
Sugar Agreement. It is a party to the International Wheat Agreement and is 
participating in a discussion of its renewal. All these developments reflect not 
only a growing awareness of the need to consider international stabilizing 
action in particular materials but also a recognition of the need to avoid the 
more restrictive production-limiting features of prewar international stabiliza 
tion devices. 

Senator Maronr. Would you say that here the Paley Commissior 
is approving the international cartelization of each one of the mati 
rials under discussion and to which Congress referred in its Stock 
piling Act, Publie Law 520? 

Representative Martrn. I believe that so firmly, Mr. Chairman, 
that I shall continue to observe with great interest. and I hope greater 
vigor, the further activities of the Paley Commission. I think we need 
to watch it because they are running roughshod over anything I have 
tried to do here in the matter of our mine health and vigor and stock 
piling program. 

Senator Maronr. How about. the Bell report which followed the 
Paley report? Was it not an implementation of the Paley report? 

Representative Martin. It was an effort in that direction. 

Senator Matonr. How about the report of Mr. Lewis Douglas when 
he returned from Europe? Was not his statement an implementation 
of both of these reports? 

Representative Martin. I took it to be that. 

Senator Martone. He said we should proceed at once with the elim- 
ination of all tariffs. 
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Representative Martin. I would like to hear a further explanation 
of his statements. 
Senator Matonr. We might call him before this committee and ask 
ran explanation. 
Representative Martin. I have one more exhibit here. The United 
Nations, through the Economic and Social Council, has also been look 
¢ at the possibilities of expanding world stabilization schemes and 
ng the United States stockpile in this process. I offer as an exhibit 
booklet published by the United Nations, New York, a and I eall 
our attention to page 25 of that report. That booklet is Measures 
for International Economic Stability, report by a group ‘of experts 
ppointed by the Secretary General of the United Nations, November 
051, United Nations Publication E/2156. 
Senator Matonr. Your exhibit will be accepted as committee exhibit 
No. 35. 
The document referred to was marked “Exhibit No. 35” and ap 
pears in the appendix at p. 1106.) 
Representative Martin. In that booklet, at page 25, as indicated, 
; this statement by the experts appointed by the Secretary General 
f the U. N., and I quote it: 
We suggest that governments should reconsider the case for a series of 
modity arrangements of various types as a means of keeping short-run 
ovements of primary product prices, both upward and downward, within 
isonable bounds, and of helping to stabilize the international flow of curren 
To this end, the International Bank for Reconstruction and Development 
indicate that it is willing in principle to consider participating in the 
incing of commodity arrangements that involve buffer stocks 
Senator Matonr. Buffer stocks could be stocks which could be pur- 
ased on the market by the International Bank for the satpohe of 
abliner these international cartels to regulate prices, could it not? 
Representative Martin. Yes. When I read this, it makes me 
shiver, and I mean really shiver, and it leads me to make this comment. 
There is no cartel more dangerous, in my judgment, than an inter 
national government cartel. 
Senator Matonr. You have the full agreement of many people of 
v acquaintance, including the chairman of this subcommittee. 
Representative Martin. I will proceed now with this quote from the 
experts. 
Progress in these directions would make an important contribution to the 
stability of industrial as well as primary producing economies 
We do not believe that any new international agency to administer a compre- 
ensive scheme for a range of different commodities is necessary or practicable 
rhe arrangements needed differ from commodity to commodity, and must be 
vorked out and put into effect by the countries mainly concerned in each case. 
Coordination of general structure and policy among the various schemes is 
important, but international bodies—such as the Interim Coordinating Com 
ttee for International Commodity Arrangements and the International Mate- 
ils Confe rence already exist and ean be used for this purpose 
The present shortage of many commodities does not reduce the urgency of 
the problem. We have already emphasized that detailed agreements take a long 
time to negotiate and that assurances to producers are reeany now, both to 
encourage production necessary to prevent continuing shortage and as a quid 
pro quo for the import allocations now being made The possibility should be 
considered of converting these emergency schemes into permanent stabilization 
ingements, It might also be possible at some future date to use for stahiliza- 
purposes the stockpiles acquired for strategic reasons [Italics supplied. ] 
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Senator Matonr. That is a very plain statement by a branch of th 
United Nations that the International Materials Conference is 0) 
ganized to make effective the manipulation of stockpiles to carry o 
the purposes of the international cartel. 

Representative Martin. Yes, sir. I have given you most of 
material. I will make one concluding statement here of my own. 

The United Nations views expressed above are completely divergent 
from the intent of Congress in establishing the stockpile of strategy 
und critical materials under Public Law 520 of the 79th Congress 
This American stockpile was planned and authorized by Congress as 
2a guaranty of America’s ability to withstand the impact of war, and 
Congress safeguarded the industrial economy against the use of this 
stockpile by any Government official or Government agency for manip- 
ulating the raw-materials market in any way. The Congress 

special precaution to safeguard the American mining industry a 
the American industrial economy against the use of the stockpile a 
hammer over their heads in the hands of any Government agency that 
may seek to mi inipulate the strategic and critical materi: als mi ar 
This action by Congress to prevent such use of the stockpile by officia 
or agenc les of our OW] Government ¢ an by ho means be cons bon d as 
congressional sanction of such use of the stockpile by any internationa 

gency, more especially any international agency suc h as the Inte 
national Materials Conference, which Congress itself has refused to 
support. 

That concludes my statement, Mr. Chairman. 

Senator Matonr. Congressman Martin, I only regret that ther 
is not time to go further into your testimony through cross-examina 
tion, but I look forward to some time when you can again come befor: 
the committee. Speaking for the entire committee, I am sure, we ar 
deeply appreciative of the special effort you made to appear before 
us today. 

Representative Martin. Thank you, sir. I want to commend your 
committee very highly on your going into this. I know what a tre 
mendous labor it is and will be for you. I know you are using great 
diligence and limitless energy in going through this whole 
investigation. 

As we bring to light this development from official sources, it can- 
not help but put us on notice nationally of some of the objectives and 
efforts to carry out a different pattern most certainly than Congress 
visualized or Congress planned or Congress authorized. To that end 
I say more power to you. You are doing a great service to America 
in opening up this whole field. You can see “how close it has been to 
my heart throughout my entire congressional service, and it started 
in my days in the Army way back when I was a very young man. | 
have always recognized this as a basis on which we build an effective 
national defense. Without it, we die. 

Senator Martone. Then, Congressman Martin, could we not, in 
short summation, say that this may be a fight to the finish between the 
legislative body, with its constitutional responsibility to regulate for- 
eign commerce and with the necessity of having its congressional acts 
respected, and the executive department represented by the State De- 
partment over a long period of years? 

Representative Martin. Yes; it has all that potentiality most 
certainly. 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 67 


Senator Matonr. Would you not say, Congressman Martin, that 

: next session of Congress, beginning on January 6, 1954, might be 

of the most important sessions of Congress for many, many years? 

Representative Martin. Yes, sir, I agree. 

Senator Martone. That is, in determining who has authority to 

ike the laws of the land. 

Representative Martin. And I shall continue my efforts to check 

ip as fully and carefully as I can the administration of the laws of 
izress in this field in particular. 

Senator Martone. As chairman of the subcommittee, if you have 
additional ideas which might be helpful to the committee, would 
please communicate with the chairman or a member of the staff. 

Thank you again, Congressman Martin. 

Representative Martin. Thank you, sir. 

Senator Matonr. The committee will be in recess until January 5, 

D4, 

Whereupon the committee recessed to reconvene on January 5 


1954.) 

















STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


TUESDAY, JANUARY 5, 1954 


UNITED STATES SENATE, 
SPECIAL SUBCOMMITTEE ON MINERALS. 
MATERIALS, AND Furts Economics or TH! 
CoMMITTEER ON INTERIOR AND INSULAR AFFAIRS, 
W ashington. dD. ¢} 

Che subeommittee met, pursuant to « all, at 12:15 p. m., in the com 

ttee room, 224 Senate Office Building, Washington, D. C., Senator 
George W. Malone, chairman of the subcommittee, presiding. 

Present: Senator George W. Malone, Nevada (chairman of the 

beommittee). 

Present also: Jerome S. Adlerman, counsel to the subcommittee : 
George B. Holderer, committee engineer: and Richard G. Sinclair, 

ibcommittee accountant. 

senator MALONE. The subcommittee will be in order. 

Representative Martin came before this committee in October and 
reviewed the formation and the activities of the International Ma- 
terials Conference. His study was based on public documents which 
ippeared in the press, in releases by Government agencies and in pub- 

ations by the International Materials Conference. Following his 

timony the committee decided it was important for us to examine 

e State Department documents establishing the International Ma- 

rials Conference and providing for its implementation. 

We have accordingly asked representatives of the State Depart 
ment and the Office of Defense Mobilization to appear here today with 
hese documents so that we may examine further the statements which 
have been given to the committee by Congressman Martin. 

Will you have a seat, Mr. Winant ? 


STATEMENT OF FREDERICK WINANT, SPECIAL ASSISTANT TO THE 
ASSISTANT DIRECTOR FOR MATERIALS, OFFICE OF DEFENSE 
MOBILIZATION 


senator MALONE. Mr. Winant, we have asked vou to come here be 
cause of certain restrictions on information. 

Mr. Winant. Yes, sir. 

Senator MALONE. I suppose you are familiar with the objectives of 

e committee. I will briefly outline them to you. 

Senate Resolution No. 143 has instructed this committee to deter- 
mine the availability of critical materials to this Nation in wartime 
ind for its expanding economy and for its security. It is necessary, 
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then, for this committee to understand thoroughly the factors 
tained in arrangements by this Government with other government 
which affect the availability of these materials. 

It is positively not the intention of this committee to ask for or to 
utilize any information publicly that affects national defense or the 
security of this Nation. It is the opinion of the chairman of this 
subcommittee, however, speaking for only 1 member of the 5-membe1 

subcommittee, that a great deal of covering up has been done through 
the use of security. 

We have now arrived at a time—I have been here 7 years—that 
appare ntly about eve ryone in the world, including our potential 
enemies, have the information except the people who have to utilize 
it to establish principles upon which the Government should be 
operated. 

So it is the intention of the committee to secure the information and 
to know what it is, and then to review its security. It is not our 
opinion—and I think I speak for the committee—that the head of 
some Government committee should be the sole judge of what should 
be security information. For the Senate to arrive at a proper solution 
and at proper recommendations for policies that go to make these 
materials available in wartime, they must understand, themselves. 
what is behind the negotiations and the recommendations and the opel 
ations of a department that apparently is no longer subject to congres 
sional check, and has been made so by congressional act. 

In other words, Mr. Winant, the Constitution of the United States. 
in article I, section 8, says that the legislative branch shall regulate 
foreign commerce. You are familiar with that provision? 

Mr. Winant. Yes. 

Senator Martone. Are you also familiar with the provision which 
says in the same paragraph that the Congress of the United States 
shall lay the duties, imposts and excises, which we call tariffs? 

Mr. Wrnanrt. Yes, sir. 

Senator Maronr. Then you recall the 1934 Trade Agreements Act, 
which has been referred to as reciprocal trade. 

Mr. Wrnant. Yes, sir. 

Senator Martone. The Congress transferred that constitutional re 
sponsibility to the Executive, and that responsibility has been assumed 
by the State Department. I am not saying that that is a wrong thing 
todo. I am trying now to lay the foundation as to why we have you 
here and why we are going to ask you, to see why some of this material 
has been classified. 

To lay the foundation here, I presume, at least T must assume, that 
the State Department is subject to the President’s order. 

Mr. Wrinant. We can let someone else speak on that subject, sir 

Senator Mavone. If it is not we ought to find that out. 

What is your position with the Office of Defense Mobilization ? 

Mr. Wrnant. I am special assistant to the Assistant Director fo! 
Materials in the Office of Defense Mobilization. 

Senator Martone. Who is the Director of Materials? 

Mr. Wrwnant. His title is Assistant Director: Mr. E. H. Weaver 

Senator Marone. He is Assistant Director. Who is the Director! 

Mr. Wrnant. Dr. Flemming is the Director of ODM. 

Senator Martone. Mr. Weaver is his assistant ? 
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Mi WINANT. For Materials: and I come under him as special 

stant. 

senator MALONE. You are special assistant to Mr. Weaver ? 

Mr. Wrnant. That is right. 

Senator Matonr. President Truman issued Executive Order 10290, 

“| September 26, 1951, and printed in the Federal Register on 
September 27, 1951. This Executive order prescribed the minimum 

ndards for the classification and handling of official information 

iting to the security of the Nation. 

\ letter sent to the heads of the departments and agencies at the 

ie the order was signed stated: 


I want it clearly understood in all agencies, defense and nondefense, that 
hese regulations are to be used exclusively to safeguard the security of the 
Nation and are not to be used, under any circumstances, for any other purpose 
t is my hope that the practical effect of these regulations will be to make more, 
ither than less, information about the Government available to the people. 
s; should result from the segregation of security information from nonsecurity 
uformation. To put the matter bluntly, these regulations are designed to keep 
curity information away from potential enemies and must not be used to with 
d nonsecurity information or to cover up mistakes made by any official or em 
oyee of the Government. In order to prevent any misunderstanding about 
this, these regulations prohibit the use of security classifications on nonsecurity 
formation even when the disclosure of such nonsecurity information is for- 
iden by law (as in the case of census and income tax information). 


Executive Order 10290 states that no information shall be marked 
‘Security information” or “Top secret”, “Secret”, “Confidential”, or 
“Restricted,” unless it is limited to security information necessary to 
protect the security of the United States. 

On November 10, 1953, President Eisenhower further clarified the 

se of security information, Executive Order 10501, “Safeguarding 
ficial information in the interests of the defense of the United 
States.” 

Whereas it is essential that the citizens of the United States be informed 

necerning the activities of their Government; and 

Whereas the interests of national defense require the preservation of the 
bility of the United States to protect and defend itself against all hostile or 
estructive action by covert or overt means, including espionage as well as 

litary action; and 

Whereas it is essential that certain official information affecting the national 
defense be protected uniformly against unauthorized disclosure: 

Now, Therefore, By virtue of the authority vested in me by the Constitution 

nd statutes, and as President of the United States, and deeming such action 

ecessary in the best interests of the national security, it is hereby ordered as 

LOWS; 

Section 1. Classification Categories. Official information which requires pro 

tion in the interests of national defense shall be limited to three categories 
f classification, which in descending order of importance shall carry one of the 

owing designations: Top Secret, Secret, or Confidential. No other designa- 

on shall be used to classify defense information, including military information, 

s requiring protection in the interests of national defense, except as expressl) 
provided by statute. These categories are defined as follows 


Now I will skip a part of it and read only part of the order which 
eems to apply here. 


b) Secret: Except as may be expressly provided by statute, the use of the 
assification “secret” shall be authorized, by appropriate authority, only for 
defense information or material the unauthorized disclosure of which could 
esult in serious damage to the Nation, such as by jeopardizing the international 
ations of the United States, endangering the effectiveness of a program or 
licy of vital importance to the national defense, or compromising important 
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military or defense plans, scientific or technological developments important 
national defense, or information revealing important intelligence Operation 

We have had considerable evidence, ana expect to get more, in t! 
matter of the availability of these critical materials and what affect 
their availability based upon certain statutes, 

Yesterday there was a headline that Japan had been accepted as ; 
part of the GATT, the General Agreement on Trade and Tariffs, anc 
comes in under the most-favored-nation clause. This may Vita 
affect the availability of materials in the Western Hemisphere or 
the United States. 

We have considerable evidence that in a fourth world war, o 
third, or whatever you might call it—we insist that the one we j 
ended, killing 35,000 or 40,000 American boys ana crippling LOOS 
DOYS, IS hot a Wal 

Mr. Winant. May I interrupt you, sir. IT am a wounded vetera 
of World War I. I take Korea as a war every time. 

Senator Mavone. When you kill that many people, if it 

will do until one comes along. 

Mr. Winant. It surely will 

Senator Martone. Let’s call the next one No. 4. 

Mr. Winanv. Right. 

Senator Martone. When that comes along, General Johnson of the 
Department of Defense, who is assistant to Mr. Thomas, who is one 
of the chief deputies to Mr. Wilson, has said that our dependabk 
gol to be in the Western Hemisphere, and 
that our ability to cross a major ocean Is cvoing to be problematical] 

We have had General Weycemeyer and Gen. Bonner Fellers, befor 
us. The evidence accumulates that mnany of these international agres 


OiIng 


source of materials is 


ments and international organizations and committees that are set up 
do affect the availability of these materials in wartime. For instance, 
we are right now vetting 800.000 or 900.000 tons of manganese al 

nually from India. So far no one of any military standing has said 
before this committee that they can keep the lines of transportation 
open for manganese or anything else from India in case of all-out 
world war No. IV. 

So L would say to you that fact affects the availability of a very 
hecessary cl itical material to us in wartime. 

For a eood many years we had presented to Congress an Interna 
tional Trade Organization. I am sure it did not die. Immediately 
upon the heels of the temporary demise of the International Trade 
Organization, there was an International Materials Conference o1 
ganized to do the same thing. You know something about that? 

Mr. Winant. Yes, sir. 

Senatol Matonr. In your owh Way and without unnecessary 
encouragement from the chairman, will you first give me your ow! 
record and background for inclusion in the record at this point. 
Identify yourself, and then tell the committee what the Interna 
tional Materials Conference was set up to do, how it operates, and 
upon what statute it was based. 

Mr. Winanr. Senator Malone, may I first respond to your earlie! 
remarks. I do agree that an operation of this sort should be made 
perfectly clear. There is no question on that. There is nothing that 
I know of in the operation that should not be made clear. I want to 
make that clear from my point. 
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Senator Matonre. The operation of what? 
Mr. Winant. 1 am talking about the International Materials 
Conference. 


[here is a difficulty On m1) part here today as to this question ol 


\\ far records go. I brought alone all thre papers reque sted, There 


is been no weeding out. | am afraid there are some unnecessary 


orking papers and the like which will prove of little use. So if 
lf might speak to that point before | vet into Iny own history 
[ will gladly do. 


We got rather a late call for this session It 


. Whicl 


wis Wednesday afte 
oon that L got a phone call, and that was followed by receiving i 
e morning—that would be Christmas Eve—a list of papers or dox 
ments that were wanted up here, or as was stated those which “the 
Senate committee desires,” which L take it means “to keep.” 

I tried to get my own lines in order, but Christmas Eve is not a good 
ay to find people around, i finally did learn that the St; ite Depart 

nt Was being | rought up tO Hu S@SSIOnN Or a 
Senator Matonr. This afternoon. 

Mr. WIN ANT, l inquired aus to their status, and so forth, and found 
iey had written a letter in regard to their files. 

Senator Matoner. | have the letter. We will use that this afternoon 

Mr. WINANT. May I refer to that, because I had to take off 
ome point, and that was my point, 

Dr. Flemming had gone down with the President, as you know 
int left the General Counsel, Charles Kendall, as my next authority 
ind L was fortunate enough to catch him in the afternoon. 
We went over the situation. My verbal instructions—I 


Mtlar session 


from 


have no 


vritten Instructions—were quite clear that I would follow roughly 


the position of the State Department, because this was an internat ional 
rrangement and had probably more political significance now than 
lefense implications. 

In going over that letter, as [ understood it— 

Senator Martone. You have a copy of the letter from Donald B 
Lourie ? 

Mr. WIN ANT. That is the one to which I am referring. 

Senator Martone. Mr. Lourie will be here this afternoon. 

Mr. Winanr. I left my copy with Kendall, who was to see Dr 
Flemming. J think Kendall went out of town as Flemming came 

ick, SO | can’t even get hol | of Kendall today. Il am supposed 
follow the general line of the State Department’s letter. 

Just one more point, and then I will try to get back on the beam. 

I examined my files and, according to this list which called for 83 
locuments, I took out the ones that 1 thought were per fectly proper 
for me to bring forward and make available. I haven't copies. We 
didn’t have time to do that. 

Senator Matonr. You do not have all your documents here? 

Mr. Winant. Yes, I have, sir, all that were called for in this letter. 
Senator Matonr. The decision is to be made as to whether or 

ey are to be made a part of the record. 

Mr. Wiwant. That is right. I am perfectly willing to put those 

n which in my judgment are proper to become part of the record 

These others I brought up for inspection. Of course you can see-them 
Senator Matone. You must go according to the letter—— 


not 
+] 
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Mr. Winant. That is what I would like to do. 

Senator Martone. Which the chairman has received from Donald 
B. Lourie. 

Mr. Wrnant. Those are my instructions from General Counse! 
Kendall. 

Here is a group that are for inspection, and here are those which are 
available to you. 

Senator Matone. They are not for the executive record and not to 
be left ? 

Mr. Wrnant. That is right. 

I want to say one more thing. I think we can give you the whole 
story of the IMC. I think we can work it one way or another. 

Senator Martone. Here is what we will do. I appreciate you 
frankness. You are a government employee just the same as anyone 
working for the Department. 

Mr. Winant. I do take instructions from Dr. Flemming. 

Senator Martone. You must take instructions; otherwise we 
wouldn’t like you. 

We have the letter dated December 30 from Mr. Lourie. He will 
be here at 2 o’clock. I think it is of little consequence for you to 
testify until after we have heard Mr. Lourie and his interpretation 
of this letter. 

Mr. Winant. Whatever you say, sir. 

Senator Matonr. If you will just keep your papers together, to give 
you a chance to complete it more thoroughly 

Mr. Winant. I could use the time to advantage. 

Senator Martone. If you want to make copies. 

This proposition of what is going to be made a part of an executive 
record is at the moment between the chairman of the committee and 
Mr. Lourie. When it is made clear what can be made a part of the 
record, we will call you. 

Mr. Winant. Do you want me to fill in my early history while we 
are here, or do you want to take it all later on, Senator ? 

Senator MaLonr. We might as well take all of it later on. 

I appreciate your visit here, and I also appreciate thoroughly your 
position. 

Mr. Wrnant. Thank you. 

Senator Martone. And I want to respect it. We will do our arguing 
with the boss. 

We will recess at this time until 2 o’clock this afternoon. 

(Whereupon, at 12:40 p. m., a recess was taken until 2 p. m., of the 
same day.) 

AFTERNOON SESSION 


The hearing was resumed at 2:12 p. m., upon the expiration of the 
recess, 

Senator Matone. The committee will be in order. 

We have Mr. Donold Lourie here. 

What is your title, Mr. Lourie, exactly ? 
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STATEMENTS OF DONOLD B. LOURIE, UNDER SECRETARY OF STATE 
(FOR ADMINISTRATION); THRUSTON B. MORTON, ASSISTANT 
SECRETARY OF STATE FOR CONGRESSIONAL RELATIONS; JOHN 
W. EVANS, OFFICE OF INTERNATIONAL MATERIALS POLICY; 
WILLIS ARMSTRONG, OFFICE OF INTERNATIONAL MATERIALS 
POLICY, BUREAU OF ECONOMIC AFFAIRS; AND EDMUND E. 
GETZIN, METALS AND MINERALS STAFF, STATE DEPARTMENT 


Mr. Lourizr. Under Secretary for Administration. 

Senator Matone. Mr. Lourie, I have asked you to come. I like to 

indle most of our hearings with the men at the working level. Gen 
erally the kind of information that we need is perhaps even better 
known in detail by the people who are very close to it, so we have fol- 
lowed that procedure. For example, we called a workingman in the 
(jeneral Services organization, in the matter of titanium production, 
but we ran into a little snag there, so we called in Mr. Talbot, and it 
vorked out all right. 

This committee is a continuing subcommittee of the Interior and 
Insular Affairs Committee. The Interior and Insular Affairs Com- 
mittee was directed by Senate Resolution 143 to determine the avail- 
ibility of critical materials for this Nation in wartime, and for its 
expanding economy, and for its security. This subcommittee, in turn, 
vas directed by it to do the work. 

[ have been in the engineering business 30 years. This is the only 
office I ever ran for, and only time will tell whether it is good for me 
or the Senate. But I have had considerable experience in this field. 
[ was special consultant to the Senate Military Affairs Committee dur- 

ng World War II, on strategic and critical minerals and materials, 
ind to the Secretary of War. Now, twice, I have seen this Nation go 
through the throes of worrying about how we were going to get the 
materials that are just not available because they were not developed 
n this country to the extent that their production can be expanded in 
time to be helpful. 

There are two reasons why they are not available or under certain 
circumstances may not be available, from foreign nations, in time of 
var. One is that a nation may be either unfriendly or may be neutral, 
ind through export licenses it can stop the export of goods, even if they 
ire not actively at war against us. 

Second, is the matter of keeping transportation lines open, and we 
ire getting information in that regard. 

We must report our findings, conclusions, and recommendations 
back to our main committee, and from there to the Senate. We must 
ecommend what policies and principles would bring us to our maxi 
num production and make these materials available to us in time of 
war for our expanding economy and for our security. This makes it 
iecessary for us to understand what factors are controlling and what 
the departments are doing who set the policies. 

In the last 20 years, an additional factor has been inserted into this 
business of domestic production and its relation to foreign nations 
ind foreign trade. 
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Up until that time, for 175 years, varying in accordance with thi 
opinions of people who might be temporarily in power, a pretty defi 
nite principle had been developed in this country of a basis of fre 
competition with each other. 

I am an industrial engineer. The factors that affect feasibility ar 
what you are interested in, and I feel considerably at home in discuss 
ing these things with you. An industrial engineer, whether he under 
stands the things you are in or not, knows the economic factors that 
are involved. 

Now, the Constitution of the United States says, in article 1, section 
8, that the legislative branch, being an independent branch of the 3 
branch government—at least it was—shall set the duties, imposts, and 
excises, commonly termed “tariffs and import fees,” and also shall 
regulate foreign trade. In 1934, the Trade Agreements Act was 
passed, transferring that responsibility from the legislative branch to 
the executive branch, and it has become, either by common consent o1 
designation, the work of the State Department. 

Without at the moment discussing whether it is a proper thing to do 
or not, it isa fact. To that you agree, I suppose. You do agree that 
that has been done? 

Mr. Lourtr. I assume so. IT don’t know anything to the contrar Vy. 
Senator Martone. So, then, it becomes necessary for this committe: 
to know through what procedure you operate to regulate foreign tr: nde 
and what effect it has on the avail: vbility of these materials i - war time. 

You refer to reciprocal trade under that 1934 Trade Agreements 
Act. The phrase does not occur in the act. You probably are aware 
of that fact. are you not ? 

Mr. Lourtr. No. 

Senator Matonr. That is true. T thought maybe I would call that 
to your attention. 

Nevertheless, it is called reciprocal trade, and you make what you 
call reciprocal trade agreements. That. has resulted in two thing 
These trade agreements have resulted, through the authority vested 
in the Executive and which has become lodged in the State Depart 
ment, that we have become dependent upon foreign shores, across 
one or both major oceans, for many of the materials, critical materials 
that you cannot fight a war without or conduct your economy with 
out. Still not deciding whether or not that is a proper thing, I want 
to lay the foundation so that you may understand what has been done, 
as shown by the evidence before this committee. You are now getting 
eight or nine hundred thousand tons of manganese concentrates an 
nually from India. That is about half of our annual use. No one of 
any major stature in the military strategic field has yet testified before 
this committee that you can get any manganese from India in wartime 
in case of an all-out war, world war No. 4. They called this other one 
a “police action,” but I was out there at one time to look the country 
over. I was not in the war. The first one was mine. Any time you 
kill 34,000 boys and maim 150,000 others, it will do as a war until the 
next one comes along. So we will refer to the next one as world war 
No. 4. 

General Wedemeyer and others of considerable stature have testi- 
fied that it is very doubtful if you can really de pend upon the deliy 
ery of these materials in world war IV. So there is no question but 
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what the policy we have a has made us dependent on several 

shore areas. Even General Johnson, who is assistant to Secretary 
(homas,. one of the chief deputies to Secretary Wilson, testified that 
we will be dependent on the Western He ‘misphere for supplies and raw 
materials in world war LV. 

The second thing it has done: It is moving us gradually from a 

vilian economy to a war economy. In other words, we import most 
yf our manganese ; we import most of our crockery now; we import 

e watches; we import the other minerals. There is no use in going 
nto detail. It is all in the evidence. We import textiles and maybe 
000 or 3,000 other products. At the same time we have slowly moved 

rtoa war economy, and we are spending billions of dollars in the 
nanufacturing areas manufacturing military equipment. It is hold- 
ng up our employme nt. If by some chance we slacked off on those 

r appropriations: your internal economy will not look so good. 

1 am laying a foundation to let you understand why we need t 
now the Department’s views. We organized what is known as 
GATT. the General Agreement on Tariffs and Trade, at Geneva. 
You are now determining who they will take in. Yesterday, Japan 
was accepted. Again, I am not saying whether the State Depart- 

lent is right or wrong. But they are running it. Congress is not 
unning it. That puts Japan in the family of nations. Under the 
nost-favored-nations clause, it is to have the advantage of all the 
trade agreements made by the State Department since 1934, without 
giving up anything in return. 

Out of that same Geneva Conference came the proposal for the In 
ternational Trade Organization, which, briefly stated, provided that 
the nations members of this organization would sit pa every year 
nd determine the production and consumption of the world and dis- 

ribute it ona basis of need. But it gives the ITO power to take away 
trai us here and give it to another nation. 

Now, Congress did not accept the International Trade Organization. 
So immediately the State Department—and if I am in error, I want 
to be correc ted for the record—org: anized the International Materials 
Conference, to do exactly the same thing without the sanction of 
( ‘ongress. 

So what we want to know now is the basis for the organization of 
the International Trade Organization, and the International Materals 
Conference. Who organized it, by what authority was it organized, 
ind we want the information and the memorandums and the docu- 
ments that led up to it. 

[ have a copy here of President Truman’s Executive Order 10290, 
relative to information that could be withheld from the public, dated 
September 26, 1941, printed in the Federal Register, September 27, 
1951, an Executive order prescribing the minimum standards for the 
classification and handling of official information relating to the 
security of the Nation. A letter sent to the heads of the departments 
ind agenc ies at the time the order was signed stated: 


I want it clearly understood in all agencies, defense and nondefense, that 
these regulations are to be used exclusively to safeguard the security of the 
Nation and are not to be used, under any circumstances, for any other purpose 


not to protect any individual or department, but to relate entirely to 
security. 
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It is my hope that the practical effect of these regulations will be to 
more, rather than less, information about the Government available to the peo 

This should result from the segregation of security information from not 
security information. To put the matter bluntly, these regulations are desig 

to keep security information away from potential enemies and must not be 

to withhold nonsecurity information or to cover up mistakes made by any oflici: 
or employee of the Government In order to prevent any misunderstandi 
about this, these regulations prohibit the use of security classifications on nor 
security information even when the disclosure of such nonsecurity informatic 
is forbidden by law (as in the case of census and income-tax information) 

















Executive Order 10290 states that no information shall be marked 
security information or top secret, secret, confidential, or restricte 
unless it is limited to security information necessary to protect 
security of the United States. 

I read that to show what you have been operating under until No 
vember 10, 1953, when the President issued another Executive Order, 
10501, safeguarding official information in the interests of the defens« 
of the United States. 


Whereas it is essential that the citizens of the United States be infor 
concerning the activities of their Government; and 

Whereas the interests of national defense require the preservation of 
ability of the United States to protect and defend itself against all hostile o 
destructive action by covert or overt means, including espionage as well as 1 
tary action; and 

Whereas it is essential that certain official information affecting the nationa 
defense be protected uniformly against unauthorized disclosure; 

Now, therefore, by virtue of the authority vested in me by the Constitutior 
and statutes, and as President of the United States, and deeming such action 
necessary in the best interests of the national security, it is hereby ordered as 
follows: 

Section 1. Classification Categories. Official information which requires pri 
tection in the interests of national defense shall be limited to three categories of 
classification, which in descending order of importance shall carry one of the 
following designations: Top secret, secret, or confidential. No other designation 
shall be used to classify defense information, including military information, as 
requiring protection in the interests of national defense, except as expressly pr 
vided by statute. * * * 


























And then it goes on and defines these various categories, top secret, 
and then secret. And I will not read this entire record, but it is a 
very small change, if any, from Mr. Truman’s pronouncement. 

Under section (b), secret: 


Except as may be expressly provided by statute, the use of the classification 
secret shall be authorized, by appropriate authority, only for defense informa 
tion or material the unauthorized disclosure of which could result in serious 
damage to the Nation, such as by jeopardizing the international relations of 
the United States, endangering the effectiveness of a program or policy of vita 
importance to the national defense, or compromising important military or 
defense plans, scientific or technological developments important to nation: 
defense, or information revealing important intelligence operations. 


Now, I will read one other excerpt. And all this is available to 
anyone from the Federal Register. 












Section 4. Declassification, downgrading, or upgrading. Heads of depart 
ments or agencies originating classified material shall designate persons to be 
responsible for continuing review of such classified material for the purpose of 
declassifvying or downgrading it whenever national defense considerations pe 
mit, and for receiving requests for such review from all sources. Formal pr 
cedures shall be established to provide specific means for prompt review 
classified material and its declassification or downgrading in order to preservs 
the effectiveness and integrity of the classification system and to eliminate a: 
cumulation of classified material which no longer requires protection in the 
defense interest. The following special rules shall be observed with respect t 
changes of classification of defense material : 
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a) Automatic changes. To the fullest extent practicable, the classifying au 
ority shall indicate on the material (except telegrams) at the time of origina! 
issification that after a specified event or date, or upon removal of classified 
closures, the material will be downgraded or declassified. 

Now, I think it is clear that the intention of both Presidents—of 
urse, our present President has had very little opportunity to get 
to this business—is to make available to the public information that 

fects their welfare, whenever it does not interfere with national 
efense. 

I want to point this out to you. And the reason I am going over it 

because you are very interested in and you are right in the middle 

f the organization that has operated to do the two things I have just 

itlined. Now, it may be proper to dothem. We are not discussing 

ether it is proper or not proper. That is what the hearing is about. 
(nd when we get all the information on both sides, we will submit it 

»our full committee. 

Now, I want to say that from the experie nee of this Government, 
nd from the experie nce and observation of other governments that 
ve deal with, about the only people that do not have this information 

e the one who have to have it in order to determine the policies and 
ies principles that are necessary to make hcae materials available to 
the United States. It is necessary, in the humble opinion of the 

hairman of this committee, that they understand the workings of this 
trade agreement theory, under the 1934 Trade Agreements Act, as 
passed for 3 years and extended 3 years each time it expired, until i 
1952 it was cut to 2 years and this year to 1 year. 

Further, so that if you do not understand it you will, and I think it 

necessary, the argument is going to be as to whether that action 
hould be extended or not. And if it is not extended, it expires on 
June 12, 1954. And the responsibility then for the regulation of 
foreign trade and for regulating the duties, imposts, and excises, 
ommonly known as tariffs and import fees, reverts to the Tariff Com 

iission, which is an agent of Congress, and Congress is charged with 
the responsibility under the Constitution of the United States. It 
does not interfere and would not interfere with trade agreements 
already made. They remain in full force and effect until and unless 
the President of the United States serves notice on the nation a party 
to the agreement or the head of the nation that is a party to the agree- 
ment of a 6 months notice of cancellation. However, you could not 
make any further agreements. Changes in tariffs would then revert 
to the Tariff Commission under the 1930 Tariff Act. That 1930 
lariff Act includes section 336, which provides specifically, and I read 
a part of it so that you will understand what would happen: 

Sec. 336. EQUALIZATION OF Costs OF PRODUCTION. (a) Change of classification 
or duties. In order to put into force and effect the policy of Congress that this 
Act intended, the Commission (1) upon request of the President, or (2), upon 
resolution of either or both Houses of Congress, or (3), upon its own motion, or 

1), when in the judgment of the Commission there is good and sufficient reason 
therefor, upon application of any interested party, shall investigate the differ- 
ences in the costs of production of any domestic article and of any like or similar 
foreign article. 
That gives them considerable latitude, if anyone requests it at all, o1 

f they do not request it, if they think it should be reviewed. 


In the course of the investigation the Commission shall hold hearings and 
ve reasonable public notice thereof and shall give a reasonable opportunity for 
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parties interested to be present to produce evidence and to be heard at such 
hearing. The Commission is authorized to adopt such reasonable precedurs 
and rules and regulations deemed necessary to execute its functions under this 
section. The Commission shall report to the President the results of the in 
vestigation and its findings with respect to such differences in costs of produ 
tion. If the Commission finds it hes shown by investigation that the duties 
expressly fixed by statute do not equalize the differences in the costs of produ 
tion of domestic articles or similar foreign articles when produced in a principal 
competing country, the Commission shall specify in its report such increases or 
decreases, either up or down, in rates of duty expressly fixed by the statute, 
ncluding any necessary change in Classification, as it finds shown by the inves 
tigation to be necessary to equalize such differences. 

That is an economic consideration to fix the duty or the tariff on a 
basis of fair and reasonable competition. 

Phat is recommended to the President, who shall make the necessary 
change if, in his judgment, it is shown to be necessary. 

In the 1934 act to amend the Tariff Act of 1930, Part 3—Promo 
tion of Foreign Trade, another factor was injected into this matter. 
Powers were transferred to the Executive. The overall national good 
in the judgment of the Executive—not in the judgment of Congress 
that represents every precinct in the United States—but in the judg 
ment of the Executive can provide the basis for tariff changes. And 
that has been the judgment of the State Department. 

So that, in addition to any economic consideration in the matter of 
whether it will increase the sales of certain goods to foreign countries 
if in their opinion it will assist the national welfare to remake the 
industrial map of the country, they can trade one industry for another 
without referring it back to Congress. 

You see, then, how the activities of the GATT, General Agreement 
on Trade and Tariffs, and the proposed International Trade Organi 
zation, now succeeded by the International Materials Conference, 
affects the availability of these materials. 

Now, we need to know what is the position of the State Department 
and the reasons that certain courses of action are taken. 
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I have here your letter. I did not intend to call you at all. I know 
you are busy. But your letter is very interesting to me and I wish to 
make it a part of the record at this point. 
DEPARTMENT OF STATE, 
Washinaton. December 30, 1953 
The Honorable Grorer W. MALONE, 
United States Senate. 


Dear SENATOR MALONE: I understand that you have asked Messrs. John W 
Evans, Willis C. Armstrong, and Edmund E. Getzin of this Department to ap 
pear before your subcommittee to testify concerning certain documents in 
the possession of the Department with respect to the International Materials 
Conference, and that you have asked that they bring to the hearing certain docu 
ments which the investigator for your committee had asked be delivered to the 
committee but which the Department felt it could not release. 

In Assistant Secretary Morton's letter to you of September 17, 1953, he in 
vited you and members of your committee to inspect these documents in the 
Department In the same spirit, I am glad to have these witnesses appear before 
your committee with the documents in question, and they have been authorized 
to make them available during the hearing for examination by you or other 
members of the committee. I do want to emphasize, however, that the docu 
ments in question were withheld by the Department in the public interest and 
that we assume they will not be reproduced in the record or any comments or 
interrogation concerning them appear in the record. 

In this connection, I should like to recall the history of the Department's 
cooperation with the committee in this mater so far. When the committee re 
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this afternoon, and he may still be here. 
13 members of the full committee. 
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subcommittee, 
going to, each one of them, 
these things. 
have them available as a part of the record or 
of their secretaries or their administrative assistants would have them 
ivailable, 

So if you will identify yourself for the record, Mr. 
ome of your background for the purpose of the record, as to just what 
vou do and what your title is, we will be ready to proce eed. 
let me say first that I think we 
all appreciate the importance of the work that you are doing and that 
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I have a list of these documents. 
sto take them one by one and inquire of you, Mr. 

hey affect the national defense of the United States and why they 
: aa 1 not be made a matter of record in this committee. 
asking you this, because you know how Congress operates. 
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was granted 


the foreign rel: 
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SI 


gree 


that they would be permitted 


examine our files on this subject to the date when the Defense Production 
\dministration was given the responsibility for IMC activities I understand 
it Was agreed by yvour investigators that they should obtain records after 
date from the Office of Defense Mobilization, which has taken over the 
sponsibilities and the files of the Defense Production Administration con 
ning the IMC. 
Your investigators were permitted to examine the files in the State Department 
d to make note of those documents which they wished the Department to 
deliver to the committe The Department carefully examined these requests 
delivered a substantial number of the documents requested A number 
wever, were ithheld I understand that it is these which the committee 
now asked the State Department witnesses to bring to the hearing 
he Department decided to cooperate with the committee in this Way in order 
the committee and its staff might have available any information in the 
Department’s possession which would be useful to it in carrying out the task 
ich it has undertaken It seemed likely that most of the files in the De 
lent would not be pertinent in this respect, but we wished the committee's 
to have an opportunity to satisfy itself concerning this. On the other 
id, the documents that the Department has withheld present special problems 
We believe it would not be in the public interest the text of these docu 
ents were to be retained outside the Department or any information about 
m made part of a public record The following examples illustrate the rea 
is for this conclusion Some of these documents represents either confiden 
il memoranda from represeutatives of foreign governments or memoranda 
Department officials of confidential conversations ith foreign governments 
disclosure of these would be a breach of the confidence placed in the De 
rtment by such governments and would consequently hamper the future con 
duct of foreign relations. In other cases, the documents represent internal 
rking memoranda of the Department which, as a matter of sound admin 
stration, must remain confidential. If internal working papers of this kind 
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(Accordingly, I have instructed the State Department witnesses to cooperate 
ith the committee in every possible way in their testimony but, while making 
these documents available for examination by the committee at the hearing, 
ot to leave them with the committee nor to testify concerning them for the 
record 
Sincerely, 
DonALD B. Lourtt 
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this committee is doing. I, for one, say that I am glad it is in sw 
good hands. 

As for identifying myself, I am, as explained before, Under Sec: 
tary for Administration of the State Department. 

n that responsibility, I have the operation and the administra- 
tion of the Department. And if you want a little more breakdown o1 
it, it is a matter of money, people, and services in the Department. 
But as the title indicates, T have nothing to do with policy. 

Senator Matonr. When you wrote this letter to me, you did dictate 
the letter, did you not? 

Mr. Lourie. It was dictated for me, and I signed it. Let me say, in 
connection with the letter, that that comes under my supervision, 
and I would like to emphasize again that the Department has been 
very anxious to work with you and your committee. We want to do 
everything we can to expedite the work that you are doing. 

Senator Mavonr. I appreciate that fact. 

Mr. Lourtr. We get, then, down to a point where a letter would 
seem necessary. 

As you read in the letter, in our opinion we should withhold any 
documents which we feel might jeopardize our rel: ationship with the 
countries with whom we are carrying on negotiations or carrying 
on correspondence, and it is on the basis of that that we have to take 
that position. 

Senator MaLonge. What is our relationship with some of these coun 
tries? Do you understand what it is? 

Mr. Lourre. I understand that when we do have correspondence, 
if you will, and communications with other nations, we have to pro 
tect those, and we don’t want to impair them by cutting them off. 

Mr. Morron. Senator, may I interpose? 

Senator MaLtong. Your name, for the record / 

Mr. Morton. Morton. I am Assistant Secretary of State for Con 
gressional Relations. 

Let me say, first, Senator, that Mr. Lourie got into this act very late, 
and he doesn’t have the responsibility in the act for substantive ot 
police y matters. Since hearing you, I have fr: ankly—and I have been 
on this from the start—got a somewhat new aspect of just what the 
committee seeks. And I want to say that we are not trying to protect 
anyone, any employee, any past decision that was made. We want to 
give you the facts so that you can judge it in your capacity and in your 
responsibility. 

Senator Martone. I appreciate that, Mr. Morton. 

Mr. Morton. Insofar as the International Materials Conference is 
concerned, it is certainly appropriate that this committee have access 
to the information as to its whys and wherefores, as you requested in 
your opening statement. 

The thing is, and I am sure that you can appreciate this, that in our 


relations with foreign nations, and I am not speaking of relations as_ | 
they ee ee al trade, sir. 
The point, sir, 1 wanted to make is that the papers we have refer 


ence to that we ‘don’ t want to become public— 

Senator Martone. What are they / 

Mr. Morron. I will give a hypothetical example. 

Suppose the representative of country A tells our man, a representa 
tive of the United States Government, in conference, something about 








(y 
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itry B. That is the kind of thing. It is just like intelligence 

irk, where you don’t want to compromise your sources. 

Senator Matonr. Let us talk about that a minute. 

We have you before us now, and we are trying to determine this 

our discussion and let you understand why we need to judge some 
f this evidence. 

Mr. Morton. We want you to judge it, 

Senator Martone. I cannot judge it, as ¢ ab urman of the committee. 
[ have to have it for the committee, and I have to have it for the main 
ommittee, and I need it for the Congress of the United States. 

Mr. Morton. Yes, sir. The only thing—— 

Senator Martone. They do not know about it. I know they do not 

ow about the things that we have already seen in your Department. 

Mr. Morton. How many of those things, sir, are we preventing 

y this letter you’re making public? 

Mr. ADLERMAN. There are some 34 papers which have been refused, 
vhich I have a list of. 

Senator Martone. We can go into them one by one or decide upon 

n principle. I see nothing in the papers that I can understand 
ol “a | be kept confidential from the American people. I think it is 


time the American people know what is happening to them and who 


doing it. 
Here is a office memo which I shall identify as exhibit No. 36; it is 
be made a part of the record at this point. 

Che matter referred to is as follows:) 


OFFICE MEMORANDUM 
UNITED STATES GOVERNMENT 


Date: JANUARY 10, 1951. 
lo: ITP—Mr. Leddy. 
ER—Mr. Evans 


Fred Searles has been appointed Wilson’s raw materials man. I was at a 
iner last night where he spoke briefly. One of his remarks was to disparge 
ie necessity for international allocations, with some implication against inter- 


national action at all in the raw materials field. Have we obtained Wilson’s 
approval of the Washington raw material’s organization? 


Declassified: L. B. Morton.] 


Senator Mavone. This is an office memo from Mr. Evans, who is 

id of the International Materials Branch. 

Mr. Evans. The Office of International Materials Policy. 

Senator MALoneE. To Mr. Leddy. 

What does ITP mean ? 

Mr. Evans. International Trade Policy 

Senator MaAwone. I still intend to introduce a bill to make it a 

chargeable offense to use these initials, Nobody knows what they 
ire, even the people that use them. 

This is a memo stating in substance that Fred Searles just appointed 


by Wilson as head of the Raw Materials Branch in ODM, the Wilson 


from General Electric, did not agree that it was necessary to have 


nternational allocations of these materials. Fred Serles just happens 


to be one of the outstanding engineers of the United States if not in 


he world, and he may or may not agree on the principle with other 
igineers, but he certainly knows his business. And he did not agree 
ith these international allocations. It was not necessary, he said. 
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The President had approved it before Mr. Wilson came in. Now, it 
not. classified. What is the reason that we could not put it in th 
record / 

Mr. Lourre. Mr. Evans, do you want to speak to that point ? 

Mr. Evans. Well, sir, ] didn’t make the decision not to put if 
the record. 

Senator Martone. Who made it? 

Mr. Evans. This decision, as a matter of fact, was made while |] 
was out of the city. 

Senator Mat ONE, Mr. Armstrong is here. Is he the one that made 
+9 

Mr. Morron. TI think, sir, that working memoranda of this kin 
merely stating people’s opinions, and not actually giving the firmed 
up opinion which the Department developed after considering al 
angles of it—it was decided working memoranda of this kind would 
not be put ina public record. 

Senator Matonr. That is exactly what the committee needs. They 
need to know there are arguments on these things. I mav know some 
things. Another Senator may know something else. None of us havi 
all the information. 

Now. how do vou arrive at a decision against the advice of a mar 
named Fred Serles? IT think the public is entitled to know about it. 

Mr. Evans. Senator, may I make one remark with respect to the 
substance of this memorandum ? 

Senator Maronr. Yes. Would you mind reading us the memo 
randum off the record ? 

(Off the record.) 

Mr. Evans. This memorandum, as T read it and as I recall it, takes 
no position concerning Mr. Serles’ views with respect: to the Raw 
Materials organization. 

Senator Martone. Read the last part again. 

(¢ ff the record.) 

Senator Matonr. Is this all of that memorandum ? 

Mr. Morton. This is the original file. [Handing document. } 

Senator Martone. This is a clear indication, as a matter of fact. that 
as far as Fred Searles was concerned, he was a figurehead: and it is 
not necessary to have him in the deal at all, and no change is intended 
[t does not say that, but it indicates that. 

Now, for 21 vears this thing has been going on, and it seemed that 
the people of this Nation, its lawmakers anyway, ought to have this 
information available as to how we lead up to these things, and the 
conclusions. 

Now. how this affects national defense and why it should be re 
stricted is a little hard to understand. 

Do you understand it? 

Mr. Lourte. T haven’t been in on the evaluation of the materials 
withheld: so I can only sav that I think it has to be our judgment of 
what we feel should be withheld. Now, that is just a matter of exam- 
ining the material and then coming to a decision of what should bi 
withheld. 

Senator Matonr. Do vou think the judgment of the State Depart 
ment should override what the President said? Tam not arguing with 
vou that you could withhold it if that is your judgment. 
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Mr. Lourte. Well, 1 think we have to rely on our own good judg 

ent. 

Senator Matonr. Regardless of what the President says, whether 
tis a matter of national security or not 4 

Vir. Lourtr. We have to do that first, to determine what we think 

ould be withheld. Don’t you think that is reasonable ¢ 

senator MaLone. No, 1 do not. But L am only one out of the 96 

own here. I think that the time has come, and this is the year, when 

s vital to this administration that especially the people who are 
ealing with this important question and have to vote on it understand 
iat is behind it. That is my opinion. And that is not classified. 

(OFF the record. ) 

Mr. ADLERMAN. May I say, Senator, that we had a committee set 
ip last year to investigate censorship by Government agencies, which 
vent into the Truman order very closely, and it was generally decided 
by all of the agencies concerned, including the State Department, that 
they had to abide by the Executive order. ‘This document is marked 
“Restricted.” That is a violation of the Executive order which directs 

it such classification can only apply to matters pertaining to national 
security. I can’t see any reason why it should be marked “Re- 
stricted.” I think that is a violation of the Executive order. 

We have other items here which go right down along the same line. 

Senator MaLone. Here is one with no classification, 4 pages, Sug- 
vested Items for Discussion, Meeting of the Central Group, P-. 
What should Committees do—I suppose it refers to some kind of a 

ommittee—“‘about weight given to stockpile objectives ¢” 

[t just happens that I am the first man in the United States that 
iygested a stockpile up here for the national defense. That was when 
Louis Johnson and Harry Woodring were Secretaries. It was quite 
iwhile ago. Some of us understand what a stockpile is for, and we 
vould like to know just what your reasoning is behind the establish 
ng of a stockpile and what you are going to do with it. 

For example, the testimony here showed that by Executive order 
materials could be taken out of the stockpile and used to break the 
market in this country. And it was done. Now, who set that up? 
Who was responsible for this business? You are about to run out 
of office. Maybe you have had an opportunity now to find out some- 
thing about it. Because I am here to tell you that if I have anything 
to do about it we are going to find out about it. And it would be 
very helpful if we could get 
ours either. 

Here is another one, Confidential, 9 pages, FSRC. What does that 
stand for? 

Mr. Evans. That was the Foreign Supply and Requirements Com- 
littee, an interagency committee established by the President. 

Senator Martone. Document No. 4, April 16, 1951, ODM, Secre 
tariat. “Subject: General Policy Guidance * * * Discuss stockpile 
riority,” also, page 9, “relation of stockpile to other countries.” 

Now, that does not reveal what is in the stockpile. It talks about 
what you are going to reveal to other countries, in the policy guid- 
ince—something that has never been submitted to Congress, but that 
s carrying out something Congress refused to do on several occasions. 

Do you think that ought to be restricted information ? 


it from you and not waste our time, or 
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Mr. Evans. May I speak about that? 

You may recall, Senator, that when Mr. Adlerman examined th¢ 
files of the State Department we said that there was a very substantial 
period, in fact most of the period, during which the IMC operated, al] 
the time from the period when it got formally established, when the 
Defense Production Administration, subsequently the ODM, were 
responsible for instructing the United States representatives who wer 
responsible for the American side of that operation. I believe this 
is one of the documents, if I understand it correctly, which were with 
held by the State Department simply because we considered that they 
were within the responsibility of the ODM. 

Senator MALonr. Do you want us, then, to refer this to the QDM? 

Mr. Evans. I think ODM should be asked for that document. 

As for its classification, there was a standing rule for all documents 
before the Foreign Supply and Resources Committee, that all of its 
documents and its sessions were confidential. The State Department, 
as far as I know, had nothing to do with that decision. 

Senator Matone. Mr. Lourie, what was your last job? 

Mr. Lourm. I was with Quaker Oats Co. 

Senator Martone. You did not run your business like this is being 
run as far as your stockholders were concerned, I am sure, and as | 
understand it every one of these people that live in this Nation are 
stockholders. And unless it endangers them in some way, they are 
entitled to know what goes on, and why. 

Now, how are we going to understand, in this committee, why the 
State Department thought the IMC necessary? It was a creature of 
the State Department with no congressional backing whatever? How 
are we going to understand if it was necessary or not necessary, if 
we have no means of finding out the reasoning of the people leading 
up to the conclusion? 

Mr. Lourie. Mr. Chairman, I don’t have that background on thie 
International Materials Conference. 

Senator Marone. It has been going on under your nose. 

Mr. Lourie. But where it was started and why: I got into it becaus: 
it seemed that here was a matter where we were trying our best to give 
you all the help we could. 

( Brief recess.) 

Senator Martone. The State Department documents numbered 6, &, 
9, 11, 13, 16, 17, 27, 30, 31, 32, 39, 40, 41, 42, 43, 45, 48, 49, 51, and 53, 
will be accepted and made a part of the record and a part of your testi 
mony, Mr. Lourie, at this point in the record, in executive session, and 
to be held as an executive record for the study of the committee in cor 
nection with the Presidential order of confidential or classified or 
secret material, no part of which will be made public without further 
discussion with the Secretary of State or his direct representatives. 

(A conference with the State Department has resulted in the de- 
classification of this record and the documents which appear herein 
have been declassified and can be made public.) 

Mr. Morron. In answer to your question, Senator Malone, as to the 
exercise of the edict which would be granted to the Secretary of State, 
let me say this: that I feel sure that he wants to make available to 
the Congress every bit of information he can which will not jeopardize 
our relationship with foreign countries. It shall be my personal 
intention to recommend to him that in this case he lean over back- 
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ird to be sure that this committee gets the information which 


ehtfully should in pursuance of Senate Resolution 143. 


| might further say, sir, that the listing which you made in your 


pening remarks refers to a few documents of ODM which we do not 


ive. 


Senator Mavonre. I know I can speak for the committee. We cer 
nly do not want to put anything on the record that in any way 
pi irdizes our relations with foreign nations, but we have come to the 
nt where we must decide what our policy should be in relation to 
reign nations. There will be a severe dispute on the Senate floor, 
ch will be determined by a vote as usual, about what the policy of 
; Government should be in the matter of foreign trade. We must 
rmine what policies and principles must be adopted by the Con 


ovess of the United States to make these critical materials available 


the United States in time of war and for our expanding economy 
d security. 
Mr. Lourie, you received your appointment for a specific purpose, 

d you not! 

Mr. Lourtr. Yes, sir. 

Senator MALong. What was that purpose ¢ 

Mr. Lourtr. To help with the reorganization of the State Depart 
it; to help with the administration. 

Senator Martone. In what way were you to reorganize the State 


epartment ? 


Mr. Lourie. The Secretary of State designate felt that he would 
e to have the State Department a policy organization rather than 
operating one. 

The State Department had grown tremendously, with 42,000 people 
tin January 1953. 

Senator Matonr. How many now? 

Mr. Lourte. Less than 20,000. 

Senator Matonr. There were 42,000 ? 

Mr. Lourtr. Forty-two thousand. 

Senator Martone. And he wanted it to be a policymaking agency 
{ not an oper ating agency ? ; 
Mr. Lourtr. That is ‘Tight. 

Senator MaLonr. How can you regulate foreign trade under that 
terpretation, and fix the duties, imposts, and excises, and reorganize 


the industrial map of the country, without being an operating agency ! 


Mr. Lourie. Well, of course, you get into a definition of policy and 


operation. What he was referring to was the information program, 


e TCA and MSA. 
Senator Matonr. What are all these? 
Mr. Lourir. TCA Is point t. That is the technical assistance 


program, 


Senator Matonr. What is the other? 
Mr. Lourtr. The other one is now USILA, which was the Interna 


onal Information Agency. That is the Voice of America; the 


ovies and the rest of it. 

Senator Martone. And then the others? 

Mr. Lourtr. Well, TCA, or point t, was in the State Department, 
it was taken out under Reorganization Plan 7 and put into MSA 
ien they changed the name again and made it FOA. 

Senator Maronr. What is MSA? 
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Mr. Lourte. Mutual Security Agency. 

Senator MaLonr. What is the other one 4 

Mr. Lourtr. FOA is Foreign Operations Administration. 

Senator Matone. Is that separate now ? 

Mr. Lourte. That is separate. It has been since August 1. 

Senator Manone. Is it under the same man that Mutual Seeurity 
is now under? 

Mr. Lourie. Yes. 

Senator Matone. But a different organization 4 

Mr. Lourte. They just took point 4 and put it in there. 

Senator MaLone. Now that is separate from MSA, but still under 
the same Director / 

Mr. Lourte. There is no more MSA. It is all FOA, but under the 
same Director. 

Senator MALonr. You mean expending the S6 billion is under FOA 
now. too é 

Mr. Lourte. That is right. 

Senator Martone. It is pretty hard to keep up with all thes 
operations. 

Mr. Lourie. Yes, it is that. 

Senator Martone. Now, technically, then, none of this is under the 
State Department now ¢ 

Mr. Lourtr. The Foreign Operations Administration has the tech 
nical side of it, and the foreign aid. And all foreign information goes 
under USIA now. That is the United States Information Agency. 
That was under Reorganization Plan 8. 

Senator MALone. To come back, Mr. Lourie, to the main issue in 
volved, that is the information that Congress needs to determine the 
policies it should adopt and the principles, that will make more 
readily available the critical materials in time of war and for an ex 
panding economy and for security. To know that, somebody, some 
where, connected in some way with the United States Senate, must 
know what the theory is leading up to these things, and how we arrive 
at them and who runs it. 

Now, are you to make any changes in administrative structure 
that might more nearly conform to the ideas of Congress, or is this 
constitutional responsibility of Congress gone forever, and have they 
now no rights whatever to know what is being done about it? 

Mr. Lourte. That is, as I tried to indicate, sir, a matter of policy. 

Senator Matone, Of the State Department / 

Mr. Lourte. And that should be answered by the Secretary of State 

Mr. Morton. Senator, the International Materials Conference has 
terminated. 

Senator Matoner. That is not our information. 

Mr. Morton. Insofar as the State Department is concerned. The 
Congress took that away from the State Department. 

Senator MaLtonre. Well, where is it ? 

Mr. Evans. There is no International Materials (¢ onference any 
more, 

Senator MALone. Are you testifying to that ? 

Mr. Evans. Yes, sir. 

Senator Martone. And you in the State Department know it has 
been terminated / 
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Not 


It has been terminated, sir. 





Mr. Evans. in the State Depart 
ent, but it has been terminated, 

It was announced at the time the Conference was formed, sir, that 

was temporary, for the duration of the emergency shortages that 
arose out of the Korean war. The committees have been going out 
of existence throughout 1953, and before the end of 1953 the last 
ommittee had dissolved and the Central Committee dissolved and 

ued its final report. 

Senator MaLonr. Can you revive it at any moment 7 

Mr. Evans. No, sir 

Senator Martone. How did you organize it to start with? 

Mr. Evans. When I say “No,” it depends on what you mean by 
‘revive it.” If you mean is there any procedure for its own revival, 
there is none. 

Senator Matonr. No, the State Department organized it, or was 
the father of it, and could you reorganize it at any moment you 
wanted to? 

Mr. Evans. Iam not a lawyer, sir. I would say the same authority 
that existed in the first place would exist today. 

Senator MaLone. What is that authority ? 

Mr. Evans. I don’t think I am qualified to testify on that point. 

Senator Manone. Who does have that information? Mr. Arm 
strong ¢ 

Mr. Evans. May I put in the record a statement ¢ 

Senator Manone. Wait just a moment. Is Mr. Armstrong a 
lawyer ¢ 

Mr. Evans. Mr. Armstrong is not a lawyer. 

Senator Matonr. Do you have anything to say, Mr. Armstrong ¢ 

Mr. ArmsrronG. All I have to say is that we have a memorandum 
prepared in the Department by lawyers that was filed with the 
Foreign Affairs Committee staff on February 12, 1953, and this could 
he filed with this committee, if the committee wishes, for inclusion 

the record. It is not a classified document. 

Senator MaLtong. What is it about ? 

Mr. Armstrone. It indicates the legal basis for the participation 
of the United States in the International Materials Conference. 

Senator Matone. And it also points out that you have the authority 
to organize it and to negotiate with other nations and bring them in 
just like you did Canada? Is that it? 

Mr. Armstrone. It indicates, sir, the authority which the legal ad 

ser’s office considered existed for the participation of the United 
States in the IMC. 

Senator MaLone, Now, where did the suggestion come from in the 
beginning that you have an International Materials Conference! 
Who originated the idea? And was it our State Department, or our 
Government, or did it come from some other government ? 

Mr. Armstrrone. As I understand it, sir, the President instructed 
the Department of State, in December 1950, to undertake the organiza 
tional work connected with the IMC, in collaboration with the agencies 
of the Government concerned with supplies and defense mobilization. 
Senator MaLone. Then the idea of the IMC originated in the State 
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Department, or at least in the Executive Department; not in any other 
nation ? 

Mr. Armsrronc. There was suggestion, sir, on the part of ma: ) 
countries— 

Senator Martone. Do you have the correspondence on these sug 
gestions ? 

Mr. Armstrone. I don’t have the correspondence ; no. 

Senator Mavone. Do you have any documentary evidence that there 
were suggestions ¢ 

Mr. ArMstronG. Excuse me, sir. If I might finish my sentence— 

Senator Mavong. Yes. You may. 

Mr. ArmstronG. ‘There were suggestions by many countries that 
there were problems in raw materials connected with shortages 
Some of these suggestions are contained in the files which you people 
have seen and which we have been here discussing. 

Senator Matonr. Are they included in these documents? 

Mr. ArMstTrONG. Some of them are included in these documents 
This was an indication that there was a problem in terms of shortage 

Senator Mavone. Has there not always been a problem, as far as 
we can remember, in the First World War? And do you have to, then, 
allocate materials to some other nation away from us when we need 
the materials, in order to make them available to us? 

Mr. Armsrrona. Sir, I was answering the question on—— 

Senator Matonre. Yes. Well, answer that one. 

Mr. Armstrone. The fact that many countries were similarly con 
cerned led to the creation of the International Materials Conference. 

Senator Matone. Now, do you have the order or the letter from the 
President to the Secretary of State directing him to set up such an 
organization. 

Mr. Armstronea. No, sir, I do not. 

Senator Matong. Do you have it in your file? 

Mr. Armstrona. I don’t know that there is such a thing in the file. 

Senator Matone. Will you produce it? 

Mr. Armstrone. I don’t know it was in letter form, sir. 

Senator Mavone. You think he just called the Secretary of State up 
and told him to go ahead and do this ? 

Mr. Armsrrone. I would ask that this be off the record if you 
please, sir. 

Senator Martone. Well, why? 

Mr. ArmstTronG. Because it pertains to these documents. 

Sen: ator Maone. They are going in the record, the same record, i: 
about 2 minutes. 

Mr. Armstrone. All right. On the record. The evidence that we 
have is that during the meeting of the President and the Prin 
Minister of the United Kingdom in December 1950, there was parti: 
pation by a substantial number of high officers of the Government. 

Senator MaLtong. Our Government and the English Government? 

Mr. ArMstRonG. Our Government and the English Government. 
yes. And asa result of these discussions which took place both bet wee 
the President and the Prime Minister and between high officers of t] 
Government on both sides, the decision was reached that there would 
be some kind of international organization to deal with raw materials 





It was a general decision. It was so announced in the communique 
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issued by the President and the Prime Minister in early December 
1950. 

Senator Matone. That was a public communique ! 

Mr. Armstrona. That was a public communique, yes, sir. And 
consequently, following that announcement, and following that series 
of meetings, the people who had been in the meetings proceeded with 
the work of organizing the International Materials Conference. 

Senator MaLtongr. Who were these people ? 

Mr. ArmstronG. In the case of the Staté Department, it was Assist- 
ut Secretary Thorp. In the case of the National Security Resources 
Board, it was Mr. Symington. I have forgotten now who else 
participated. 

senator Manone. Could you gel the list and present it to the com- 
mittee for their record ? 

Mr. ArmstronG. They are in the documents that we have been 
discussing, I think, sir. 

Senator Ma.onr. In this document that you will submit for the 
record, the one that you just read from ? 

Mr. Armstronc. They are not in that document; no. They are in 
the file which we were discussing earlier. 

Senator Matone. And will be made a part of the record ¢ 

Mr. Armstrong. They will be part of the record. 

Senator Matonr. Now who were the participants as far as Great 
Britain was concerned ¢ 

Mr. Armstrone. I think you will find those names in the record, 
too, sir. It was Mr. Attlee, and I have forgotten who the people were 
who were with him, 

Senator MaLone. A suggestion was made in a meeting between the 
executives of the United States, which included the President—is 
that true ¢ 

Mr. ArmsTron@. Yes, sir. 

Senator MALonre. And the representatives of the British Govern- 
ment. who included Mr. Attlee. And immediately we proceeded to 

organize the International Materials Conference on the strength of 
that agreement between the two nations, the executives of the two 
nations ? 

Mr. ArMstrroNG. The executives of the two nations. as I under- 
tand it, sir, decided that there should be some arrangement to take 

ive of raw materials shortage problems, and this was the organiza 
tion that emerged. 

Senator Matonr. Was the IMC to take the place of the Interna 
tional Trade Organization that was proposed ¢ 

Mr. ArmstrronG. They have no connection with each other, sir. 
Senator Matone. Well, they do exactly the same thing, do they not / 
Mr. Armsrrone. Excuse me. I don’t think so, sir. 
Senator Matone. Will you explain what the International Trade 

Organization was about to do, and then what the International Ma 
terials Conference did for the record ? 

Will you just briefly outline the International Trade Organization 
objectives and then the International Materials Conference 
objectives ? 

Mr. Armstrone. I think it would be better if—— 

re Matonr. I do not think so. I think it would be better if 
you dic it. 
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T es igi Well, sir, the International] Trade Organization, 


as I recall it, was designed to deal with a number of things. One 
was commercial policy. One was international commodity arrange 
ments, should there be any. One was restrictive business practices 


There are the three main topics. 

Senator Manone. And all materials with which we deal that no 
mally may be called strategic or critical you would cover by the 
International Trade Organization ? 

Mr. ArmstronG. No, sir. As I understand it, the idea was, in con- 
nection with the International Trade Organization, that, should there 
be a commodity agreement, it would have to meet certain criteria, one 
of which would be that there was a burdensome surplus or the threat 
of a burdensome surplus, and that the arrangements which would be 
made in connection with the commodity would be of a relative ‘ly long 
term stabilization nature. 

Senator Martone. How about a danger of a shortage 4 

Mr. ARMSTRONG. [TC ), to the best of my knowledge, was not de 
signed to deal with any shortage situations. 

Senator Matone. We will dig up the record on the ITO. But I 
thought maybe you would like to tell us about it. 

Mr. Armstrronc. Well, it would have been open to membership. 

Senator Matonr. How many did you have at that time? 

Mr. Armstronc. At Habana ? 

Senator Matonr. At Geneva. 

Mr. Armsvronc. I don’t know, sir. I wasn’t at those conferences 

Mr. Evans. There were in the fifties, 52. or 53, or 54, or something 
like that. 

Senator Matone. It was pretty well understood that you could dea 
with the allocation of these materials to the member nations on the 
basis of—was that entitlements for consumption ¢ 

Mr. Ar MSTRONG, Sir, the concept or the term entitlements for 

consumption” was one that I never heard used in connection with the 
LTO, nor did I ever hear anything in connection with the ITO relat 
ing to the allocation of materials in short supply. 
Senator Martone. I do not think you are ignorant of that fact if 
you handled that part of it. If the ITO had been adopted by Con 
vress, along with the authority that you claim to have now, by organiz 
ing an International Materials Conference without the authority of 
Congress, you can do anything. 

Mr. ArmstrronG. The only point I have to make on this is that the | 
International Materials ¢ ‘onference was organized for the purpose of | 
dealing with an emergency situation of shortage. 

Senator Matone. I thought you said you were going to have too 
much of these materials. Oh, you are discussing the International 
Materials Conference now? Go ahead and explain what it is. 

Mr. ArmsrronG. The International Materials Conference was o1 
ganized for the purpose of seeing what needed to be done and of 
recommending to governments where there was general consensus 
that something needed to be done with respect to materials which were 
in short supply as a result of the shortages and the scramble for 
materials which took place beginning in June of 1950. 

As I understood it, it was to terminate as soon as the circumstances 
which gave rise to its organization had been eliminated. 

Those circumstances ended in 1953, and the IMC went out of busi 
ness as of the end of the year, 


se 
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senator Manone. It could be reconstituted at any time unde youl 
thority. 
Mr. ARMSTRONG. As I understand, and I am not a lawyer — 
senator M ALONE. You have read the document w hich came from the 
vvers there. Is that what it says ¢ 
Mr. \RMSTRONG. As I understand the lawyel s’ document, the Presi 
t has authority to meet internationally—I will read the first para 
or] iph. 
Senator MaLone. You do not need to read it. We will make it a 
rt of the record. Tell us about it. You have read it. 
Mr. ARMSTRONG. As 1 understand it, the President has the au 
ority constitutionally to negotiate with other countries to furthet 


e forelion policy of the United States. The International Materials 
Conference was, as I understand it. a negotiation Ww ith other countries 


determine whether anything needed to be clone and, if sO, what, 

th respect to certain materials. 

Further, when the United States took any action in its own ter 
tory related to what the International Materials Conference recom 
mended, it took that action under the authority of the Defense Pro 

tion Act, but the basic authority to participate in the meetings 

d to negotiate with other countries was derived from the constitu 
tional position of the —— nt. 

That is, as I understand, what the lawyers have said about this 
itter. 

Senator Manone. You could then determine within the Interna 
onal Materials Conference how much of each material would be allo 
ited to each nation ? 


ENTITLEMENTS FOR CONSUMPTION 


Mir. ArmstrronG. Sir, the International Materials Conference had 
o sanctions and no authority to tell any country what it could do. 

What happened was that re presentatives of the chief producing and 
consuming countries in a particular commodity would meet in a com 
mittee; they would examine the statistics of the situation; and if, in 
their judgment, there was such a shortage that the available quantity 
hould be allocated, they would agree upon—subject to the confirma 
tion of their governments—a plan of allocation, and then they would 
recommend this to their governments, which would then act to reject 
r accept the proposals as made. 

Senator Martone. Isthat where we heard this “entitlements for use” 
or “consumption” ? 
: Mr. Armstrrona. Yes, sir. 
Senator Matonr. Who invented that phrase? 

Mr. Armstrone. I haven’t the slightest idea, sir, who invented that. 

Senator Matoner. You do not know of anyone who would know what 
that means, do you? 

Mr. Armstrone. As I understand what it means, it is this: There 
vas a question as to whether the allocation should be worked on the 
basis of permitted imports or permitted consumption. Most leading 

ndustrial countries had consumption controls at that time because of 
the shortage situation. We had consumption controls in this country. 
Che judgment was that the most effective w: ay to do it was to limit the 
consumption to an agreed figure so as to diminish the scramble and the 
competition for materials. 
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Senator Matone. This International Materials Conference could 
decide on how much of certain materials we could use here, and then 
you could decide how much would be allocated to each particular 
business or production unit in this Nation, so that the international] 
affair controlled the whole thing; did it not? 

Mr. Armsrrone. Sir, I think it was this way: The responsibility for 
deciding whether a particular allocation for the United States was 
adequate for our needs was in the hands of the Defense Production 
Administration. 

Senator Matone. There is one thing I call your attention to, that 
the allocations were worked out so that the United States became 
extremely short of zinc and copper and some other metals; whereas 
tngland, with the aid of ECA funds, acquired a superabundance of 
zinc and dumped the zine on the market in the middle of 1952, right 
here at home. 

Are you familiar with that fact? 

Mr. Armstronc. With respect to zine and copper, to the best of my 
understanding we obtained as much in the allocations as the people 
in the Defense Production Administration who made the decisions 
thought reasonable in terms of our requirements. 

Senator ManLone. But vou allowed the other nation to build up : 
surplus so she could dump it on this market. 

Mr. ArmstronG. My information, sir, is that there was very little 
actually sold by the United Kingdom after it decided to go out of the 
government control of these materials. 

Senator Matone. We have that in the testimony. Of course, you 
did not get your testimony from our sources. 

Mr. Armstrone. I do not claim to be an expert on that, sir. 

Senator Martone. I knew that from what you said, and I did not 
want you to commit yourself. 

Mr. Evans. May I add something which I think is pertinent to the 
copper point, Senator? 

Senator Matone. Yes. 

Mr. Evans. The shortage of copper in the United States was of 
course related to our inability to get all the domestic production plus 
all the imports that were wanted by American industry. As I under 
stand it, the determining factor, the factor which established the limit 
on the amount that was imported into the United States, was not the 
fact of allocations at all, but, rather, the domestic price control. In 
other words, not as much copper was imported into the United States 
because of the price ceilings as the entitlement of the United States 
would otherwise have permitted. 

Senator Mavone. Let us say this: You are only one factor in this 
thing. We have gone into some of the other fac tors, and we will reach 
allof them induetime. Your free-trade policy prevented any further 
development of copper or zinc or lead in this country, except when you 
got around to the point of giving $90 million to a copper outfit. in 
Arizona to go into the copper business because no one in his right 
mind would put his money into the mineral business if the Government 
was not a partner. We have now arrived at that point. 

Mr. Evans. The only point I wanted to make, Senator, and I don’t 
feel qualified to defend all the policy decisions that have been made by 
the Government. 
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Senator Matone. I understand that. You are only one factor, but 
you are doing your part to make them scarce. 

Mr. Evans. I do feel it is desirable that we clarify what was actually 
done by the International Materials Conference. 

Senator Matone. That is what I want to do by these documents. 

Mr. Evans. The International Materials Conference had, of course, 
nothing to do with the tariff policy of the United States, and the 

mits that it established—— 

Senator Martone. Let me say to you right at this point, the same 

tfit, the same State Department, is running the one that ran the 
other. 

Mr. Evans. The State Department didn’t run the International 
Materials Conference. 

Senator MaLone. It organized it; did it not? 

Mr. Evans. Yes. It certainly played a very important role in 
rganizing it, but the Defense Production Administration was the 
yperating agency—— 

Senator Matonr. And it all worked together. 

Mr. Evans. And the agency that made the decisions. 

Senator Martone. They all worked together. 

Mr. Evans. In the same sense that other agencies of the Government 
worked in it. There were interagency advisory committees to the 
Defense Production Administration. 

Senator Martone. We will place document No. 37 in the record at 
this point. 

The matter referred to is as follows:) 

JANUARY 31, 1951 

K—Mr. Thorp. 

m: ER—Mr. Evans 
Subject: U. S. Member and U. 8. Executive Secretary for Commodity Groups. 

It nay be too late to do anything ubout it but if the opportunity should 
se I suggest you impress on Mr. Foster or General Harrison our feeling 
at the U. S. member on the Central Group should be in a position to make it a 

time job. We have contemplated that he would not only have the job of 
resenting U. S. policy in that group but would also guide and coordinate the 
rk of the U. S. members on individual commodity committees. We have also 
ped that he, with the aid of the Executive Secretary, would be able to steer 

e entire operation and would make it work. 

2. It is important that the Executive Secretary be named soon, as there is 

ich preparatory work to be done before the first meetings. It would still be 
ery helpful if Mr. Foster could make Mr. Jeffers available 

One other loose end where I am afraid I need your help is the matter of 

State Department representation. You will remember that John proposed that 
he alternate U. S. member of the Central Group and individual committees be 
om the Department. It does seem clear that we must be in a position to follow 
ery closely the negotiations in these committees. I think it would be helpful 
f you were to discuss this with Mr. Foster. 
| Declassified as edited: J. B. Morton.] 


Senator Marong. This is an inter-office memo, Evans to Thorp, 


substance: State Department desires close supervision of operation of 


IMC. Is that true? 
Mr. Evans. I don’t recall the document, sir. 
Senator MALonE. We will read it when we get to it. Don’t bother 


about it now. 


lime is running out on us. Can you come back at 9 in the morning? 
Mr. Lourre. Senator, I have an engagement with John Taber at 


) o'clock in the morning. I can come back immediately after that. 
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Senator Matone, At 9:30? 
Mr. Lourre. I think he will be through with me by then. 
(Discussion off the record.) ; 

Senator Martone. Let us tentatively set next Monday for the next 
meeting, at 10 o'clock, if you will be available then, Mr. Lourie. 

Mr. Lourie. Yes. 

Senator MALtone. With the understanding that you will photostat 
the documents and send them down to the committee tomorow or the 
next day, just as soon as you can; and then at 10 o'clock Monday wi 
will reconvene and make them a part of the record, with the unde 
standing we have already had. 

Mr. Lourtr. That is fine. 

Senator Mavone. [ think that will work the situation out. 

I want tosay to you, Mr. Lourie, that I know many of your friend 
L appreciate your position. I helped to get it, as a matter of fact, a 
I was very glad to do it, because J thought some office of that natur 
would be justified. 

I know that you are finding out there are some of us greatly pei 
turbed about the trend of affairs. We know that there are men in all 
departments who make it their life’s work, and we have no objectio 
to that. We want to help them. We also believe that the department 
officials, no matter of what stature in the department, must cooperate 
with the Congress. 

It is the objective of this committee to get P = the informatio 
that it possibly can, perhaps executively—and we have had several 
executive sessions, the records of which are loc head lp, some that we 
hope to make ] yuiblie later. but only by going back and perhaps cal 
ing the eabecaanes again. We are calling Mr. Fletcher over here at 
9:30 in the morning, of St. Joseph Lead, and he is also president of the 
AIME. He is a fine man, a good engineer, and knows his business 
He testified in executive session, so now after he has read it and knows 
what our objectives are, we are bringing him again so he will get a 
fair break: as we will afford you. 

Let us make it, then, 10 o’clock next Monday morning, January 11; 
and tomorrow, or at the latest Thursday, you can have the photostatic 
copes of the documents here. 

Mr. Morron. Yes. Who did you want on Monday morning, 
Senator 7? 

Senator Martone. Bring the same personnel. 

While we are here and in this record—this is a report on operations, 
International Materials Conference, Final Report. March 1-Septem 
ber 30,1953. It seemed to be still in existence on September 30, 1953, 
International Materials Conference, S11 Vermont Avenue NW: 
Washington, D. C., September 30. That is when they held that con 
ference, and this is the final report. 

In the foreword it says that: 
In keeping with its temporary nature, the conference progressively reduced 
its activities as the supply situation improved. At the present time, with the 
termination of the last commodity committee, only the central group still con 
tinues in existence on a standby basis, with a view to providing some further 
opportunities for discussing, at an international level, common problems which 
might result from shortages of raw materials and to reconvening 


commodity 
groups, should emergency arise. 


That answers the question I asked you a little earlier. 
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DEPARTMENT OPINION ON LEGALITY OF IM¢ 





STATE 





Mr. Evans. May I say something on the record on that? I will 
k Mr. Armstrong to correct me if I am wrong. As J understand it, 

since that report the central group has held its final meeting, and has 
wided that it was a final meeting and left no such arrangement as 
is suggested in this report might be left for reconvening. 

Is that correct ? 

Mr. ArmstrronG. That is correct. There was a press release issued 

the 3lst of December indicating that. 

Senator Mavone. Could I have this letter now to make it a part 

f the record at this time ? 

We will make a matter of record the letter, Legal Basis for United 
States Participation in the International Materials Conference and 
Source of Financing. 

Is that signed ? 

Mr. ARMsTRONG. It is not signed; no, sir. 

Senator MALonr. Who was the author of it? 

Mr. ArmsrronG. I don’t know, sir. 

Mr. Morron. That is the legal officer of the Department of State, 
the legal adviser of the Department of State. 

Senator Martone. Will you find out who is the author and who is 
responsible for it, and give it to us for the record? We do not blame 

Mh. 

Mr. Morron. There must have been a covering letter. 

Senator MaLone. To whom did it go? 

Mr. Morron. It went to the Foreign Affairs Committee of the 
House, I believe. 

Senator Martone. It will be made a part of the record at this time 

s part of the testimony of Mr. Lourie. 

(The document referred to follows :) 





LEGAL BASIs FoR UNITED STATES PARTICIPATION IN THE INTERNATIONAL MATERIALS 
CONFERENCE AND SOURCE OF FINANCING 





‘he authority for the participation of the United States in the International 
laterials Conference lies essentially in the constitutional authority of the 
President to negotiate with other countries in the furtherance of the foreign 
policy of the United States. The International Materials Conference develops 
sreement among the representatives of participating countries that they will 
ecommend that their governments take specific action to solve urgent problems 
these governments retain their full right to reject these recommendations. The 
Defense Production Act provides the domestic authority to allocate scarce 
iterials. 

Che most complete judicial expression of the powers of the President in con 
lucting the foreign relations of the United States is found in the opinion of 
Justice Sutherland, speaking for a unanimous court, in United States v. Curtiss 
Wright Lxtport Corp., et al., (299 U.S. 304 (1986)): 

‘It results that the investment of the Federal Government with the powers 
if external sovereignty did not depend upon the affirmative grants of the Con 
titution. The powers to declare and wage war, to conclude peace, to make 
reaties, to maintain diplomatic relations with other sovereignties, if they had 
never been mentioned in the Constitution, would have vested in the Federal Gov 
ernment as necessary concomitants of nationality 

“Not only, as we have shown, is the Federal power over external affairs it 
rigin and essential character different from that over internal affairs, but 
participation in the exercise of the power is significantly limited. In this vast 
‘Xternal realm, with its important, complicated, delicate, and manifold prob 
ems, the President alone has the power to speak or listen as a representative 
of the Nation. He makes treaties with the advice and consent of the Senate: 
hut he alone negotiates. Into the field of negotiation the Senate cannot intrude; 
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and Congress itself is powerless to invade it. As Marshall said in his gre 
argument of March 7, 1800. in the House of Representatives, ‘The President 
the sole organ of the Nation in its external relations, and its sole representat 
with foreign nations.’ (Annals, 6th Cong., col. 613.) 

“It is important to bear in mind that we are here dealing not alone with ar 
authority vested in the President by an exertion of legislative power, but wit) 
such an authority plus the very delicate, plenary and exclusive power of the 
President as the sole organ of the Federal Government in the field of intern: 
tional relations—a power which does not require as a basis for its exerciss 
an act of Congress, but which, of course, like every other governmental power 
must be exercised in subordination to the other applicable provisions of 
Constitution. It is quite apparent that if, in the maintenance of our inter 
national relations, embarrassment—perhaps serious embarrassment—is to he 
avoided and success for our aims achieved, congressional legislation which 
to be made effective through negotiation and inquiry within the internationa 
field must often accord to the President a degree of discretion and freed 
from statutory restrictions which would not be admissible were domestic affair 
alone involved * * *” 

(See also United States v. Belmont et al., 301 U. S. 324 (1937).) 

The President’s power to negotiate includes negotiation with one or m 
foreign nations, that is, either bilateral or multilateral negotiations 

The expenses of United States participation in the International Materi: 
Conference were paid from the international contingencies fund until the Con 
gress in 1952 specifically precluded the use of State Department funds for thi 
purpose. The United States share of the cost has been paid from other sources 
since that time. Since 1945, appropriation acts have authorized such expend 
tures. The 1945 act (Public Law 365, 78th Cong., 58 Stat. 395 at 403) states 

“International conferences (emergency) : for all necessary expenses of partici 
pation by the United States, upon approval by the President, in international 
activities which arise from time to time in the conduct of foreign affairs and 
for which specific appropriations have not been provided pursuant to treaties 
conventions or special acts of Congress * * *.” 

Comparable language was employed in subseque nt Department of State app! 
priation acts. Thus the act of 1953 (Public Law 495, 82d Cong., 66 Stat. 540 
at 551) under the heading “International contingencies” reads: “For necessar 
expenses of participation by the United States upon approval by the Secretar 
of State, in international activities which arise from time to time in the conduct 
of foreign affairs and for which specific appropriations have not been provide: 
pursuant to treaties, conventions, or special acts of Congress * * *.” It should 
be noted, however, that that act, in section 115 of the general provisions, con 
tains an express prohibition against using any part of the appropriation to pa) 
any expenses “incident to or in connection with participation in the Internationa 
Materials Conference.” 

There are a number of groups in which the United States participates without 
legislative authority except through the appropriation for international con 
tingencies. For instance, there was no basic legislative authority for participa- 
tion in the Pan American Union until ratification of the charter of the Organiza 
tion of American States. Among these also are the various commodity stud 
groups Which have been operating for some time. The Department is no 
giving consideration to seeking legislative authority for participation in com 
modity study groups since the ones now in existence seem to be continuin 
institutions which was not contemplated at the time they were initiated. 




















































Expenditures from State Department funds for participation in the Internationa 
Materials Conference 








Fiscal 
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This entire amount was for personal services. 






On July 11, 1952, RIF notices, indicating termination in 30 days, were issued 
all employees. These employees—some originally hired from outside the United 
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es Government, some transferred from within the Department and some 
them were State Depart 


nsferred from elsewhere in the Government—all of tl 
t employees. This 30-day period of notice was required by regulution of the 
nited States Civil Service Commission uring this notice period some of the 
ployees worked on a detail basis elsewhere in the 
ial leave while seeking other positions rhe other employees were essen 
on a standby basis pending the arrangements DPA was undertaking—and 
lized effective August 12-—for financing DPA support of the International 
erials Conference. 
By the end of the notice period, some employees had be 
ewhere in the Departinent; some had been ri 
ment, as in the case of those picked up by 


Department; some took 


1 placed on other work 
ewhere in the Gov- 
1952 A few 

pting lump-sum 


ees, choosing to remain in | ve 
ial leave payment and thus prote eir en yment tenure, were 
placed. The balance of the employee ad been terminated 

nt of their unused annual leave in accordance with 58 Stat. 845. 
tle to all equipment has been retained by the United 
secretariat of the IMC is a contributed one, paid by the respective govern 


7 


t} 


il 


States Government 


ts and not from any general IMC fund 


Che information furnished the committee on March 10, 1954, 1n 


ites that the Legal Adviser of the State Department was Adrian 
er, and he prepared the opinion on which this document was 
ed.) 
Senator Matone. With that, we will stand adjourned until the call 
f the Chair, or as far as your group is concerned, until 10 o’clock 


I 


Monday morning, January 11. 
(Whereupon, at 4:25 p. m., the hearing was recessed, subject to the 


‘all of the Chair.) 











STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


WEDNESDAY, JANUARY 13, 1954 


UNITED STATES SENATE, 
SPECIAL SUBCOMMITTEE ON 
MINERALS, MATERIALS AND Furts Economics 
OF THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington. BD 
Phe subcommittee met, pursuant to call, at 2 p. m., in the committee 
room, 224 Senate Office Building, Washington, D. C.. Senator George 
V. Malone, chairman of the subcommittee, presiding. 
Present: Senator George W. Malone. Nevada (chairman of the 
ubcommittee), and Senator Henry C. Dworshak, Idaho. 
Present also: Jerome S. Adlerman, counsel to the subcommittee; 
eorge B. Llolderer, committee engineer: and Richard G. Sinclair, 
bcommittee accountant. 
Senator MALONE. The subcommittee will be in order. 
Let the record show that Senator Dworshak is present and, while not 
member of the subcommittee, is a member of the Interior and Insular 
Mf airs Committee. It is understood in all subcommittees that any 
nator may sit in and have all the privileges accorded to the members 
of the subeommittee. 


Without repetition, without unnecessary repetition, | would simply 

ve again, that under Senate Resolution 143, the committee is directed 
to determine the availability of critical materials to this Nation in 
vartime, for its expanding economy and for its security. The Senate 
resolution injected into this investigation a question of avadlabihty 

wartime which had not heretofore been included in such investiga 
tions. Naturally, included in the investigation then is the determina 
tion of which transportation lines can be kept open in wartime. It will 
vail the United States little if we were on the most friendly terms with 
lations who own certain areas and are friendly and we are securing 
naterials from them, if they are unavailable when the war starts. 

I think all of us here are of an age to have experienced three of 
wr conflicts. It has been testified before the committee, that in case 
fan all-out war the Western Hemisphere will be the only dependable 
source of supply. That the delivery of strategic materials loe — 
offshore across both our m: ijor oceans would be very prob ematical, 

say the least. 

Many consider that to be a champion understatement. This com 
mittee is interested in any plan that tends to make us independent of 
these materials from areas where mineral strategists testify that it 
is problematical whether delivery can be made or not. We have not 
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yet analyzed the testimony to correlate all of the factors, and we have 
made no conclusions, no findings and no recommendations, as yet 
However, my feeling of the situation at this time after hearing a great 
deal of testimony is that under the policy that we have long adopted, 
for the past 21 years, we lave hecome dependent upon these areas fon 
strategic materials that will probably be unavailable and without 
which we cannot conduct a war or have a successful civilian economy, 

We have definite instances where nations have, through their ex 
port control, stopped shipment of important goods to this country in 
peacetime. Whether it was done to further some economic agreement 
or for some other reason, it is not our prerogative to inquire. But 
the fact that it can be done is something that can be looked into, even 
in peace time, 

1 recall that in 1947 it was my privilége to visit most of the European 
nations. I thought I was getting into it at about the right time, being 
in the engineering business for 35 years and industrial engineering for 
15 years of that time, and that perhaps I could contribute something 
to the Senate. The Marshall plan had been suggested. 

So I went into these nations. In Germany, I saw the Ruhr, steel 
mills and coal mines, in Frankfurt, its chemical industries and then to 
France, England, Italy, Greece and all the rest of them, and the Middle 
East, with its industries. 

This will be found in the Congressional Record I think in a 1948 
debate, when on the occasion of visiting the Birmingham area, ay 50 
or 60 miles out of London, I visited “the director of fuels, Sir Ben 
Smith. Sir Ben had considerable to say. He first said he emia we 
ought to continue lend-lease without any idea of stopping it. I had 
nothing to say. I was very new in the Senate, and it was the second 
time I had been in England. 

As long as I didn’t reply he went a little further. I still had nothing 
to say, and finally he said, and it is a very significant statement : 

You know, we control the area, accounting for three-fourths of the strategic 
and critical minerals and materials that are produced on this earth, and we can 
stop the production if we want to. 

I still did not say anything, but it was a very significant statement to 
me, and it is beginning to make a little sense now. I don’t think he 
intended to say that, as a matter of fact. 

Mr. Armstrong, I wish to ask you a question in relation to the two 
organizations, International Trade Organization and the IMC, the 
Internation: il Materials Conference. I asked the question on January 

), the occasion of your first appearance here with our good friend Mr. 
esi Lourie. I asked you what was the difference between the Inter 
national Trade Organization that the Congress refused to acce pt, and 
the International Materials Conference formed by the State Depart 
ment later. 

The purport of your answer was that they were formed for different 
purposes, that the ITO, the International Trade Organization, did 
not deal with shortages that the International Materials Conference 
was organized to deal with shortages. Do you want to answer that 
question again / 
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STATEMENTS OF DONOLD B. LOURIE, UNDER SECRETARY OF STATE 
(FOR ADMINISTRATION); THRUSTON B. MORTON, ASSISTANT 
SECRETARY OF STATE FOR CONGRESSIONAL RELATIONS; JOHN 
W. EVANS, WILLIS ARMSTRONG, OFFICE OF INTERNATIONAL 
MATERIALS POLICY, BUREAU OF ECONOMIC AFFAIRS; AND 
EDMUND E. GETZIN, METALS AND MINERALS STAFF, STATE 
DEPARTMENT 


Mr. Armstronc. I think I have it in the record, sir, and I think I 

ile myself reasonably clear on that. 

Senator Matone. I was jus st giving you another chance. 

Mr. Armstrona. The IMC was founded for the purpose of taking 
ire of shortage problems in an emergency on a temporary basis. The 
[TO was proposed as a means of handling a general code of commer- 
ial policy and a code of possible agreements on commodity problems, 
vhere those commodities might be in a surplus position. 

Senator Matone. That is what I remembered your answer to be 
then, that there was no comparison between the two organizations. 

Mr. Armstrone. ‘The only real similarity, sir, is that neither exists. 

Senator Marone. All right. 

Now, I will call your atter ntion to article 57, chapter 6, of the Habana 
iurter for an International Trade Organization, March 24, 1948. 
When did you first enter the State Department ? 

Mr. ArmstronG. I went into the State Department in 1946. 

Senator Martone. That is what it says: 


OBJECTIVES OF THE INTERGOVERN MENTAL COMMODITY AGREEMENTS 

The members recognize that intergovernmental commodity agreements are 
ippropriate for the achievement of the following objectives: 

\. To prevent or alleviate serious economic difficulties which may arise when 
idjustments between production and consumption cannot be effected by normal 
narket forces alone as rapidly as circumstances require. 

Would you say that the International Materials Conference could 

ive originated under article 57, or have been based on this Habana 
harter for an International Trade Organization ¢ 

Mr. Armstrong. Do you mean describe the International Materials 
Conference ? 

Senator Maronr. The International Materials Conference and the 
International Trade Organization. 

Mr. Armstrone. Well, in that article 57, that is one of the articles 
n the proposed charter for the International Trade Organization. 

Senator Matone. You had something to do with this; did you not? 

Mr. Armstrone. Not with that part of the charter; no, sir. 

Senator Matone. Did you have anything to do with the charter? 

Mr. Armstrone. | had to do only with the State trading provisions 
of the charter. 

Senator Martone. What did they include? 

Mr. ArmstrronG. Well, it is a long while since I had anything to do 
vith it, sir, but as I recall it, the objective in trying to put together 
some material on State trading was to make a code which would not 
put private trade at a disadvantage when it was dealing with State 
trading organizations. The whole general concept was that there 
vas a predisposition against State trading but that there was a recog- 
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nition that it existed and might exist. The purpose of the languagy 
which was put into the charter was to try to make State trading as 
commercial as possible so that it would not injure private trade with 
which it was dealing or competing. 

Senator Martone. Do you think you were successful in that effort ! 

Mr. Armstrronc. We were never very satisfied with the language, 
sir. We found it a very difficult thing to devise. 

Senator Matone. Do you think any language would have helped it 

Mr. Armsrrone. I don’t know, sir. I worked on various sugges 
tions. I did not have the responsibility for final acceptance of 
language or the negotiation of the language at Habana. I was not 
at Habana. 

Senator Martone. You only helped write it 4 

Mr. Armstrona. | helped with the consideration of some of 
alternatives which were suggested. 

Senator Matone. You are, of course, familiar with the fact that al 
of your international trade agreements, your trade agreements unde: 
the 1934 Trade Agreements Act, do not prevent the manipulation ot 
currency values and quotas, specifications, and the several devices that 
have been used for many years in the manipulation of trade. You ar 
familiar with the fact that none of your rules or regulations prohibit 
the use ite such devices / 

Mr. Armsrrona. I wouldn't Say that, sir, because I have not read al] 
the trade agreements that the United States is a party to. 

Senator Martone. That is not a very good answer. I would like 
you to answer directly. Do you know of any agreement that does in 
clude it / 

Mr. ArmstrroncG. I am sorry, sir, I never worked on trade agree 
ments. I dealt with only one, 

Senator Martone. Just answer the question. Do you know of any 
that prohibits the use of such devices ? 

Mr. Armstrronc. Of devices of currence ae 

Senator, Manone. Currency manipulation, quotas, specifications, 
and the many other subterfuges that are used to defeat any trade 
agreement with any nation. 

Mr. Armstrone. I know of a trade agreement which prevented the 
use of quotas in a good many instances. 

Senator MALonr. Do you know of any that prohibited the manipu 
lation of currency values? 

Mr. ArmstrroneG. I do not know, sir. 

Senator Martone. That is better. 

Now, do you know of any that prohibited specifications that would 
— out certain kinds of goods? 

Mr. Armsrrone. I don’t know of any which prohibited the entry of 
any specific type of goods. 

Senator Matonr. That is the question I asked you, and it is “No.”; 
is that right ? : 

Mr. Armstronea. No. 

Senator Matonr. Now, what was this agreement that you know 
about that prohibited the use of quotas? Which one was it? 

Mr. Armsrrone. It was the trade agreement between the United 
States and Sweden which was negotiated some time in the 1930’s. I 
have forgotten. 

Senator Martone. Is that the only you know of ? 





t 
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Mr. \RMSTRONG. That is the only trade agreement that 1 dealt with 
detail. 

senator MALONE. Is that the only one you know of which prohibits 
e use of quotas ¢ 

Mr. ArmsrroncG. Specifically and positively, yes. 

senator Mauone. The answer is “Yes,” that is the only ohe you 
ow ot ? 

Mr. AnmstrronG. That is the only one L know of. ‘That is the only 
e | worked with. 

Senator MaLone. Is it the only one you know of / 

Mir. Armstrong. ‘To my own knowledge ; yes, SIT. 

senator MALONE. That Is vood. That is much better. 

Now, I will continue to read from article 57, where you answered 
it the International Materials Conference was organized to deal with 
ortage and the International Trade Organization was not organized 


deal with shortages. Isthat what you said ¢ 
Vir. Armsrronc. That is ne way I understand the facts to be. 
Senator MALONE. Lidge" that is what you said they were. 


Let me read from the charter of the ITO: 


Lb. To provide during the period which may be necessary a framework for the 
usideration and development of measures which have as their purpose economic 
ijustments, designed to promote the expansion of consumption or a shift of 


urces and manpower out of overexpanded industries and to new and 
oductive occupations, including as far as possible in appropriate cases the 
elopment of secondary industries based upon domestic production of primary 
modities 

Is that section the one that covers the current suggestions that when. 
rough excessive Imports or ally other reasoh, we have depressed 
reas, or industries, that you can now set up a school to educate the 
people driven out of emp sloyme nt for a different industry, train these 
ien to work in different industries and send the Government-financed 
ndustries into these areas to alleviate these depressed areas / 

Mr. ArMsrroNG. | don’t know of the specific proposal, sir, to which 


uo 


you refer, 


Senator MALone. Do you read the papers ¢ 

Mr. ARMSTRONG. Now and the an: Ves, SII. 

Senator MALONE. Well, have you not seen that proposal, that we 
illocate industries and finance industries in depressed areas? 

Mr. Armstrona. Yes, I have seen that, si 

Senator Martone. Well, this B paragraph would in some way cover 
that situation: would it not? 

Mr. Armstrone. Well, there would seem to be some similarity. 

Senator Matone. Well, let’s go on a bit. That is your testimony. 


[will accept that. | Reading: | 





©. To prevent or moderate pronounced fluctuations in the price of a primary 
ommodity with a view to achieving a reasonable degree of stability on the 
basis of such prices as are fair to consumers and provide a reasonable return 
' producers, ever with regard to the desirability of securing long-term equili 
inm hetween the forces of supply and demand 
Chis is an international organization, as I understood you to tesify 

before, of around approximately 55 nations, and this gives you the 
right, then, to stabilize the price on any commodity within that entire 
ea; is that right? 


{9888 —54-—pt. 4 8 
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Mr. ArmsrronG. Only under specific agreements which would 
negotiated on each c ommodity separately from the charter itself. The 
charter gives nobody the power to do that. 

Senator Martone. We understand that. But it would have give: 
you the power, if Congress had approved it, to enter into agreement 
with foreign nations to stabilize commodities at an agreed pri ice / 

Mr, ArmstronG. As I understand it, sir, that was, again, to apply 
to possible surplus situations, and again that the agreements whicl 


ax il 
+ 


might be proposed under it—for example, the kind of an agreement 
which is represented in wheat—would have to be submitted again for 
legislative approval. 

Senator Martone. It does not say anything about under what cir 

umstances. It simply gives you the power. Can you read what you 
are saying into this paragr aph# : 

Mr. ArMstTronG. Sir, as I understand the charter, it did not give 
the organization the power to fix prices. 

Senator Matone. What does it mean here ?— 

To prevent or moderate pronounced fluctuations in the price of a primary 
commodity. 

What would you say you had the power to do, so far as the Con 
gress is concerned, if they had taken this business and approved it ? 

Mr. Armstrronea. I think the other provisions of that chapter, sir, 
make it clear that this would have to be on the basis of a separate 
negotiation concerning a particular commodity. 

Senator Matonr. A — ite agreement between the nations as a 

vember of the International Trade Organization. That is right. 
not ¢ 

Mr. ARMsTRONG. Yes, sir 

Senator Matone. We would save your time and mine if you 
that in the beginning. 

Mr. Evans. Senator, may I simply say that I have had more de 
tailed familiarity with the idea of the charter, and with the ITO 
charter, and I wanted to volunteer to answer a question now and then 
if you would like to have me do so. 

Senator Matone. I will turn to you just as soon as I complete 
questioning. [Reading:] 

ro prevent or moderate pronounced fluctuations in the price of primary 
modities with a view of achieving a reasonable degree of stability on the ba 
of such prices as are fair to consumers and individuals and reasonable return 
to producers, having regard to the desirability of securing long-tern 
rium between the forces of supply and demand. 


That would seem to give you a leeway to make an agreement bet 
the 55 nations or whatever the number of me smbers of the ITO mig 
have been providing Congress had approved it, to “ay ' 


things that we have mentioned, would it not. if vou se 


ment to do it? 

Mr. Armstronc. Subject to the normal rules which would 
on the way that the United States would subscribe to any parti 
agreement. 

nator Matone. Well, if the Congress has ay 
inery, then you could agree with t 
u. to stabilize the price. 
-E VANS. Micht I answer that, si 
ator Martone. I will get to you in 
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Mr. Armstrona. Well, sir, the o1 ly case of a commodity agreement 
is in effect was the kind of thing which was contemplated b: 
e provisions as | iIncerstood tf | ne wheat agreement, al ad 


in the case of the United Ss. WA ibseribed to by congres- 


| authorization after executive discussions. 
Senator Matonr. How about the tin agreement ch you have 
negotiating for some time over there at Geneva ¢ 
ARMSTRONG. The United States has not subscribed to any tin 
creement, 
Senator Maronr. The Congress has not. I do not know what you 
ve subscribed to. But there have been newspaper dispatches that 
ou were negotiating a tin agreement. 
- Mr. Armstrrone. A tin agreement has been negotiated, sir, and is 
ivailable for signature, beginning the Ist of March, until sometime 
June. But nobody has signed it yet 
Senator Matonge. What does it provide? 
Mir. Armstrrone. I am not as familiar with that, sir, as Mr. Evans, 
r example. 
Senator Martone. All right; I will ask Mr. Evans, then, in a few 
nutes. [Reading:] 
[). To maintain and develop the natural resources of the world and protect 
m from unnecessary exhaustion. 
That means that you can, through your rules and regulations, pur- 
ase from other countries and through this philosophy which has 
een sold to the people of the United States, preserve our resources, 
Would you say that could be done, save our resources and buy else 
here? , 
Mr. Armstrong. I would say, sir, that that idea of effective conser- 
ition of resources, as intended in the charter, was to apply to every- 
ody’s resources. 
Senator Matone. Who is to judge how these resources ought to be 
onserved? That would be State Department, as far as we are 
concerned, would it not ? 
Mr. Armstrong. Sir, the question of conservation of resources as 
onnected with the ITO charter, as I understand it, would again be a 
itter of separate agreements between countries. 
Senator Matone. That is right, between the countries. 
Mr. ArmstronG. And which would be accepted by those countries 
the basis of where they considered their national interest to lie. 
Senator Marone. That it right. And the State Department decides 
ere our national interest les—is that right—under this organiza- 
on, if it had been approved by Congress ? 

Mr. Armstrone. Sir, it is my understanding that the President 
ecides in foreign relations a good many things concerning the national 
terest, and that the State Department is subject to his thoughts. 
Senator Matonr. Naturally, the President, probably, could fire the 
Secretary of State. But, the way this thing has been handled, it has 
een the Secretary of State that decided these matters, probably, or 

e hope in conference with the President. 
Mr. Armstronc. The power lies, to the extent that it is executive 
ithority, it lies with the President. 
Senator Martone. Anytime you can persuade the President that 
s the thing to do, and you are the one doing the work, that is the w ay 
is done; is that right? 
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Mr. Armstronc. Well, I think it is the President’s decision, sin 
Senator Matonr. Yes; and you represent the President. That 
the Secretary of State, in these negotiat ions, represents the President . 

is that true? 

Mr. Oro a Most commodity he gotii itions involve a vreat man \ 
departments, sir, besides the State Department, all subject to the 
Pinaldaadeslinestian, 

Senator Matonr. Well, as a matter of fact, the State Department 
had its representatives there, and even in the matter of the national 
defense, mostly they defer to the State Departme nt for the foreigy 
policy, and this was included, then, in the foreign policy. 

Mr. ArmstronG. Foreign policy aspects of this problem are, cer 
tainly. 

Senator Martone. And this matter of preserving and saving fron 
unnecessary exhaustion certain resources was decided primarily by 
the State Department, and then subject, of course, to the President 
if he wanted to overrule you, and he could do it. 

Mr. ArMstTroNG. Sir, | would think that with respect to America 
natural resources and their conservation, this is primarily a matte) 
for departme nts other than the State De partment. 

Senator Matonre. Do you remember if you were ever overruled 
in the matter of one of these negotiations by some other department 

Mr. ArmstronG. I have not been in any negotiations which would 
fall under the area of conservation of resources, sir. 

Senator M ALONF., Well, we will pass that for the moment 

Reading: | 
EK. To provide for the expansion of the production of a primary commodit 


Where this can be accomplished with advantage to Consumers and producers 


including, in appropriate cases, distribution of basic foods at special prices 


Where do you think the authority would le as far as we are cor 
cerned, if these organizations were approved by Congress, in deciding 
what. was of advantage to consumers and producers, and what ma 
terials should be distributed at special prices / 

Mr. Armstrrona. In the United States Government, sir, I should 
think that to the extent that the power were handled by the executiv: 
branch it would be handled by the President on the advice of his 
Cabinet officers. 

Senator Martone. Well, that is a very good answer. [ think it 
would, too. Congress would have very little to do with it: is that 
right ? 

Mr. ArmsrroneG. I don’t know, sir. It depends on the particula 
agreement and on what existing legislative authority there might be. 

Senator Mavonr. Well, we have transferred to the executive, unde 
the 1934 Trade Agreements Act, the right to regulate foreign trad 
and to set the duties, imposts and excises, which we call tariffs and 
import fees. That has been under negotiation by your State Depart 
ment for 21 years, has it not / 

Mr. Armstrong. Sir, the Department has, of course been an in 
portant part of the process whereby trade agreements have bee 
negotiated under that legislation. 

Senator Matone. Has it not, as a matter of fact, been the prineipa 
and the superior head of the whole business ? 

Mr. Armsrrone. As I understand the process, sir, and I 
negotiated a trade agreement, the matter—— 
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Senator MALonr. What about the rubber agreement? Did you 

ive something to do with that ? 

\Lr. ARMSTRONG. There isn’t any rubber agreement, sir. 

Senator MALONE. Negotiating a rubber a oreement which will be 

owing up some of these days if we i not have some other 
irangements. 

\ir. Armstrona. I have been the delegate at various international 
onferences where rubber has been considered. 

Senator Matonr. What was the policy and principle upon which 
you based the rubber agreement ? 

Mr. ArmstronG. The producers of natural rubber seem to be of the 
opinion that some stabilization is necessary. The United States, at 
east the executive branch of the Government, has not been persuaded 
is of this point that such an agreement is necessary. There has been, 
of course, consideration of an agreement. If there were any pro- 
jected agreement, it would, as far as I know, have to be submitted to 
he Congress for approval. 

Senator Matone. That is all you know about it, even though you 
vere representing the United States in negotiations ¢ 

Mr. ArmstronG. That is what I know about the status of it, as far 
is the United States Government is concerned. But I know a good 
leal about the background and development of the negotiations, and 
vhat the proposals are. 

Senator Matone. Tell us about them and what the status of it is. 

Mr. Armstrone. I know what the proposals are. 

Senator MaLone. What are the proposals? 

Mr. ArmsrronG. Well, there is a proposal that stabilization be 
whieved through a buffer stock of natural rubber. 

Senator Martone. Do you mean an international stockpile? 

Mr. ArmstronG. An international stock which would buy rubber 
it a floor and sell at a ceiling. 

Senator Matone. Well, what were the floors that you discussed ? 

Mr. ArmstronG. There have been no prices mentioned. 

Senator MALONE. oe mentioned at all in the whole negotiating ? 

Mr. ArmMstRonG. No, s 

Senator MALONE. wn were first going to agree that you would 
igree to it in some form before you even found out what the price 
was? 

Mr. ArMstRonG. No, sir. We have not agreed to anything, sir. 

Senator Matone. Now I come to the provision of the International 
lrade Organization that I think you should read, in view of your 
testimony : 

I’, To assure the equitable distribution of a primary commodity in short supply 

[It doesn’t seem to correspond to your testimony. 

Mr. ArMstronG. May I say a word on that, sir ? 

Senator Matone. Yes, I hope you do. 

Mr. Armstrone. I am familiar with the fact that that is in the 
irticle in the charter. 

Senator Matonr. You would not suspect it from your testimony 

the other day. 

Mr. ArmstronG. I would not retract my testimony, sir, but I ask 

to have an opportunity to add to it and explain the point. 

Senator Matone. I hope you answer more fully my questions in the 
future. If you don’t want to, we will have to bring you back. 
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Mr. ArmsrronG. The main purpose of the discussions of the inte: 
national commodity arrangements in the charter was entirely 
emphasis was entirely—in the background of all the countries that 
were interested in this. The interest was entire ly on the opportu 
to have such agreements for the purpose of taking care of surp T 
problems, and not for the purpose of preventing or dealing wit! 
shortages. But there is a reference, as I understand the backgrow 
of it, and I was not in this part of the negotiation of the charter, t 
the fact that there might be such arrangements. But it was the clea 
intention of all the parties to the negotiation, all the countries in 
negotiation, as I understand it, that the purpose of this chapte a, 
to deal with problems of surplus. This reference to the poss bi iit 
that there might be some arrangements for commodities in 
supply is simply a reference to it. It is not a matter that, as I 
stand it, was designed to promote or to cover. It was simply a recog 
nition that there might be some such things, but there was 
expectation. 

Senator Martone. There was some thought that there might be a 
surplus and there might be a shortage, and the international trad 
organization could deal with both of them, is that right? 

Mr. ArmsrronG. The expectation, as I recall the discussions of the 
charter, the expectation was that there might be surpluses and perhaps 
commodity agreements might be necessary to deal with them. 

Senator Martone. And that could be done under the Internationa 
Trade Organization ? 

Mr. ArmstronG. Within the framework of the International Trade 
Organization. 

Senator Martone. That is true. Now let me ask you another ques 
tion. That clears it up. If the International Trade Organizati 
had been approved by Congress, would the International Materia 
Conference have been necessary / 

Mr. ArmstTxonc. In a situation of shortage, such as existed in 195 
and 1951, it seems to me there might have been, just the same, a need 
for the International Materials Conference whether or not there was 
the ITO, because the ITO was opened to membership or would have 
been open to membership of all countries in the world, whereas the 
IMC was set up strictly for the countries of the free world and exelud 
ing the Soviet Union because of the important defense connections of 
this activity. And I think that in a time of shortage, which was co 
nected with the defense problems, such as the Korean one, it would 
have been unwise to have an organization in which the Russians 
their satellites could participate. 

Senator Matonr. Then maybe this explains a new commission. Now 
you have dissolved the International Materials Conference and Con 
gress has refused to approve the International Trade Organization, 
so now here is another commission that is proposed. I suppose this 
comes as news to you. The Commission is proposed to help nations to 
stabilize commodities: 

United Nations watchdog group aimed at control of vielent market 
fluctuations and raw material sources. 


It goes on to say: 


January 6, 1954. Establishment of a United Nations Commission to assist 
governments in curbing violent price fluctuations in the world raw materials 
markets was proposed here today. 
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The recommendation came from five economists connected with leading uni 
ities in the United States and abroad. They were called in by Secretary 
neral Dag Hammarskjold at the request of the General Assembly to suggest 
vs of controlling the sudden slumps in primary commodities such as rubber 
copper which periodically rock the economies of many states—particularly 
underdeveloped countries. 
rhe economists’ findings, made in a 102-page report called Commodity Trade 
Economic Development, will be examined by member governments at the 
h meeting of the Economie and Social Council 
Have you seen a copy of this report Y 
\ir. ARMSTRONG, ] have seen a copy es 3 | have not vet read 
senator M ALONE. D »VE Inte nd to read It ? 
Vir. Armstrona. I do. 
itor Manone. | hink it would be helpful in you 
tion. [ Reading: | 


rhe study croup, which spent S weeKs on the job, was headed by Jan Gou 
ian of the Netherlands, professor of industrial economics at the Universit 
Pretoria in South Africa and former president of the Netherland Railways 

(he other four were: Klaus Knorr, professor at the center of international 
ies, Princeton University 


You know Mr. Knorr, I presume ? 
Mr. Armstronc. No, I do not. 
Senator MALonE (reading) ° 


C. F. Carter, professor of applied economics at Queen’s University in Belfast; 
Sumitro Djojhadikusumo of Indonesia, professor at the University of Djakarta 
and former Minister of Finance of the Indonesian Government, and Francisco 
Garcia Olano of Argentina, director of the center of investigations of the Ad 

ced School for Economics in Buenos Aires. 

In their report, the experts warned that the problem of wild price gyrations 
n basic goods calls for “immediate, effective and coordinated action” but no 
United Nations agency exists for this express purpose. To fill the gap, they 
urged creation of a Trade Stabilization Commission of 8 or 9 members with 
permanent seats for the major trading powers and rotating places for other 
states, 

A major function of this new organ would be to perform a kind of watchdog 
service, advising the Council—and through it, governments—of threatened 

lapse in the stability of the world’s markets. The Commission would also 
make prompt recommendations for intergovernmental action to deal with the 
crisis but its role would be as an advisory rather than executive body. 

Because of the sensitivity of trade markets, the economists advised also that 
the Commission depart from customary United Nations practice and meet be 
hind closed doors. This precaution, they held, would allow governments free- 
(om to consider measures to which they may not wish to appear publicly 
committed and would also avoid the risk that a premature report would have 
harmful effect on commodity prices. 


And then it goes on. It seems that Congress is just a little un 
organized. While they are studying one group you have another do 
the same thing. I have to insist now in view of the charter of the 
International Trade Organization that it was set up to do exactly 
vhat you set up the International Materials Conference to do. 

Now a United Nations organization proposes to do what both of 
these organizations were designed to do in their turn. One was 
turned down by Congress and one is now dissolved, as you have 
testified that it has been, by the State Department. 

I brought that up because of your testimony the other day. You 
now say that this doesn’t mean what it says, but I remember our de- 
bates in 1950, I believe, and I am not so clear now unless I examine 
the debate, and I hope by your testimony you don’t make that neces- 
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sary, as it isa little job of research. At that time it was well under 
stood that the International Trade Organization could, with the cor 
nivance of the other member organizations, allocate the productioy 
and the consumption of goods on any basis that they might decide, 
and the International Materials ¢ ‘onfe ‘rence has come along to take 
its place. It is now dissolved, and now we have a United Nations 
commission proposed that would take that place. 

Now I want to get to the business at hand, because every one is busy, 
and I would like to conclude this afternoon. 

Document No. 1, our identification No. 1, is a State Department 
document classified “confidential,” with the No, 101 at the top of it ir 
pencil, and it is labeled “EF,” Mr. O’Gara, through Mr. Leddy, and 
Mr. Armstrong: 

The attached paper is based on the discussion held between the United King 
dom commodity experts and United States interdepartmental teams of com 
modity specialists, headed by Economic Resources members. 

Mr. ApnerMAN. What does “E. R.” stand for? 

Mr. Evans. The “E. R.” was a staff within the Office of Inter 
national Trade Policy within the State Department. It no longe: 
exists. 

Senator Matone. What took its place? 

Mr. Evans. There was a reorganization, sir, under which the fun 
tions of the International Trade Policy Office were divided into 2 
separate offices after Korea, when the loads of work required it. A 
substantial part but not all of the functions that were in the staff E. R. 
ive now in the functions of the Office of International Materials 
Policy, of which I am the director. 

Senator Martone. Tell me that last part again. 

Mr. Evans. I say a substantial part of the functions which we: 
formerly in the st: aff known as Economic Resources within the Office 
of International Trade Policy, are now conducted by the new Office of 
International Materials Policy of which I am the Director. 

Senator Martone. It is not International Materials Conference ? 

Mr. Evans. No, it is the Office of International Materials Policy. 

Senator Martone. What is that? What is it designed to do? 

Mr. Evans. It is the office of the State Department which deals with 
the State Department’s responsibilities in any matters involving inte 
national commodity problems. 

Senator Martone. Would that not get right back to what we were 
just discussing, and that is the allocation of materials? 

Mr. Evans. No, sir. 

Senator MALongr. What does it do? 

Mr. Evans. Well, it is easier to answer that by example than any 
thing else, sir. 

Senator MaLone. Well, just tell me in brief words what you do, and 
what it is designed to do. You don’t have to give an ex: imple. 

Mr. Evans. I have tried, sir, to state briefly its function. It is de- 
signed to carry, subject to the direction of the Assistant Sec retary of 
State for Economic Affairs— 

Senator Matone. Who is that? 

Mr. Evans. Mr. Samuel Waugh. 

Senator Matonr. Where is he now ? 
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E\ ANS. In Washington. Senator. if I might say, Mr. Waugh 
; not the Assistant Secretary at the time any of the documents that 
ou are now considering originated. 
Senator Manone. It is Mr. Waugh that is carrying on, is it not ¢ 
Mr. Evans. He is now carrying on, yes, sir. 
Senator Mavonr. And under this new organization it would be the 
ime thing 4 
Mr. Evans. May I clarify that point, Senator? There is no new 
reanization. There isa new—well, there is a new organization within 
State Department. There is no creation of any new function that 
not exist in the State Departinent before. It is merely a realloca 
partly under a different name. 
Senator Manone. I agree with that exactly. Now you are getting 
e place. You are carrying on the same th hi 1 
tion now called what? 
Mir. Evans. Called the Office « yf International Materials Policy. 
Senator Manone. Is Mr. Wa the same one here that the U. S 
News & World Report ot the 18 refers to when it Says in a 
estion and answer, the answer is: 


y unde) anew orgal 


« 


o, he is apparently mesmerized by the bright boys around him, the Acheson 

He seems fascinated by the gobbledegook words these fellows use But 

at the names of the offices under him. Office of Transport Communication 
icy, Office of International Materials Policy 


Is that the one you are referring to now? 


Mr. Evans. Yes, si 

Senator M ALONI (reading ) ; 

Office of Economic Defense Trade Policy. Yet he says these people are not 
policymakers. 

Mr. Evans. This is the same Mr. Waugh referred to in the article 

Senator Martone. That is very good. 

_ for the document itself. 1 will ask you a question in a minute. 
that is, a question of Mr. Lourie. Now the document indicates that 
Ina ae of instances the British revealed their opinion that inter 
national allocation would penalize rather than help the United States 
and the United Kingdom. 

And the British also inquired whether the United States was pre 
pared to reveal its stockpile-purchasing program in discussion with 
the NATO countries. 

[ want to ask you a question in that regard. This document shows 
that the British believed that international allocation would penalize 
rather than help the United States and United suingdom. Why were 

nternational allocations adopted in the face of this statement? Mr. 
Lourie, I guess we will start with you. 

Mr. Lourtr. Mr. Chairman, I don’t feel I am qualified to answer 
that, 

Senator Matonr. You may designate anyone you care to. 

Mr. Lourte. Do you, Mr. Evans, care to answer that ? 

Mr. Evans. Well, I wasn’t cle: ar, Senator, on the question. I did 
not have the document in front of me as you were reading it. Which 
phrase are you referring to, sir? 
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Well, I am not necessarily competent to say what the British had in 
mind. All I can say, sir, is that the United States did not agree with 
this opinion, and I rather suspect it is badly worded. I think if the 
United Kingdom, as it is being interpreted—and I am not challenging 
your interpretation if that actually represented the British view— 

Senator Marone. I want you to understand I am not interpret 
ing, | am asking a question. 

Mr. Evans. I think they must have changed their view. I suspect 
they meant that this phrase should have been much more qualified 
than this. 

Senator Matone. It is your document, it isn’t ours, 

Mr. Evans. Well, I think it is a British document, is it not? I am 
sorry. I mean it refers to British impression. 

Senator Matone. That is right. It refers to your conference. 

Mr. Evans. In the first place, I did not write this document. In the 
second place, I did not attend the conference. 

Senator Matone. Let us stop right there. Who do you suppose 
wrote the document ? 

Mr. Evans. I don’t know, sir. 

Senator Matone. It is an important document. 

Mr. Evans. It was written by Mr. Winthrop Brown. 

Mr. Morton. No, Excuse me. It is Bramble. 

Senator Matone. Where is he? 

Mr. Evans. He works under me. 

Senator MALONE. Maybe you should bring Mr. Bramble. We w 
just defer that question until you can get Mr. Bramble, if you do 
not know about it. 

Mr. Evans. Well, I doubt if Mr. Bramble can contribute anything 
more than that, sir. This is his statement at the time of his impression 
as to how the British group felt. 

Senator Matonre. Why were international allocations adopted 
this time ? 

Mr. Evans. As I say, the United States did not agree with that 
view, and I gather that the British themselves did not approve of that 
view. 

Senator Matone. I will ask Mr. Lourie. In view of the situation 
that existed in Korea at that time, can vou justify the British request 
in delaying our stockpiling program ? 

Mr. Lourtrg. No, Mr. Chairman, I will have to pass on that one, too. 

Senator MaLongr. Do you have the man here you would like to have 
answer it‘ 

Mr. Evans. I do not know the answer to that, sir. 

Senator Martone. All right, then, the next question. 

Mr. Evans. That is, not to my knowledge. 

Senator Martone. Would you comment on the British request that 
we reveal our stockpile purchasing program in discussions with th 
NATO countries? 

Mr. Evans. On that question, sir, it may be that Mr. Armstrong 
is able to speak to you better than I. 

Senator Martone. Mr. Armstrong does not seem to have very mu 
of a memory. 

Mr. Evans. May I suggest that alternatively you suggest that ques 


tion to Mr. Winant. ] don’t know the extent to which the British 
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le such a request in the International Materials Conference and 

e extent to which it was granted. 

Senator Marone. In other words, you are sort of separated up 

ere, and while you set the policy im regard to this question, yet you 

irate your work in such a w ay that neither one knows what the 
her 1s doing. 

Mr. Evans. No, sir. I would like to make one thing very clear. 

Senator Maronr. That would be helpful. 

Mr. Evans. It makes it difficult to answer some of your questions, 
sir. That is that the State Department does not have the principal 
re sponsibiliy for the conduct of the American side. 

Senator Martone. Who had that? 

Mr. Evans. Originally the Defense Production Administration fol- 

wed by the Office of Defense Mobilization. 

Senator Martone. Who were they at that time? 

Mr. Evans. Who were the individuals? 

Senator Martone. Yes. 

Mr. Evans. Mr. Manly Fleischmann, and I hope my memory is 

rect about this, Mr. Manly Fleischmann was the Administrator of 

e Defense Production Administration. 

Senator Matonr. This would have been his responsibility ? 

Mr. Evans. I am not sure whether it was actually the DPA or its 
parent organization the Office of Defense Mobilization. 

senator Matonr. Who was the Chairman of the Office of Defense 
Mobilization ? 

Mr. Evans. Mr. Wilson at that time. 

Senator Martone. Of the General Electric? 

Mr. Evans. This is how I understand it. I simply don’t know the 
extent to which the stockpiling information was revealed in the com- 
mittee, sir. 

Senator Martone. Do you think Mr. Willard Thorpe might have had 
omething to do with this situation ? 

Mr. Evans. Mr. Willard Thorpe was one of the administration 
ficials who, I understand, was in the discussion, the original discus- 
sion with the British between the President and Prime Minister, which 
preceded the establishment of the International Materials Conference. 

Senator Martone. Mr. Willard Thorpe was assistant Secretary of 
State, and together with Mr. Acheson, testified before several com- 
nittees. I hope I do not misquote them when they said that it was 
mpossible to separate the domestic economy from the foreign policy, 
fo itp economic policy. Of course, it was under the 1934 Trade 
\greements Act, where the legislative responsibilities to fix these 

ities, imposts, and excises, were transferred bodily to the Executive. 
Then they had, through these agreements, tied them together with a 
political factor considered in addition to the economic factor. 

The Tariff Commission has always merely considered economics in 
making up the tariff, between the cost of production of an article here 
ind a like article in a chief competing nation. Then this transfer 
njected a political factor that regardless of any economics, if they 
considered it for the overall good of the United States of America, 
n their judgment they can go ahead and make a trade. That is right, 
sn’t it? 

Mr. Evans. I don’t think I am competent to answer that question. 
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Senator Manone. No, I doubt if you are. Now we have a docuny 
here dated December 6, 1950, No. 5. note by Wee Ba hee suppose that 
Mr. Thorpe. He says among other things, for the United States, 
was pointed out, and this is in regard to zinc— 

that zinc was a critical problem in the United States, that the stockpile 
played a very minor part in creating the shortage, that stockpile purchases fi 


the next 6 months had been cut back drastically, and that an order curta 


ivilian use would be issued shortly A chart Was introduced 


This is December 6, 1950. Do you remember any of this/ 

Mr. Evans. Well, I was not engaged in those consultations. I 
seen some of it since. 

Senator Manone. Did you see the chart that he introduced and som 
other material 4 

Mr. Evans. I don’t believe I did: no. 

Senator Martone. He did not consult any of you fellows very mu 
[ suppose? Were you consulted in any of this business? 

Mr. Key ANS. OQunt office Was COl sulted, | have ho doubt. sir. | | Lp) 
pened to be out of the country at this particular moment, at the t mi 
the original discussions took place. 

Senator Matonr. Where were you! 

Mr. ey ANS, In Eng and. 

Senator Matonr. What were you attending / 

Mr. Evans. The conference of Torquay, the meeting. 

Senator Martone. I well remember the Torquay conference | 
Was al other ha lin the coth of our nl cdustries wl] en you got throug 
there. 
Continuin 





to read ; 





A chart was introduced picturing the status s kpile operat s I 
commodities For the United Kingdom it was pointed out th ilthougt el 
prospective use had been reduced from last year, the supply in sight was or 
about 70 percent of this lowered requirement, 140,000 of I it 
such a reduction would be catastrophic This shortage f 
direct effect upon the defense production, but would seriously aff y 
neering industry whose activity was important to their general ecor salth 


There was considerable discussion of the difficulties of i 
In view of the fact that it was not clear as to why the I 
had fallen off so badly nor was it ¢ 
curtailment on the United Kingdom 
would require further discussion. 





\\ e have t} e stockpile report to the ( ongress, August 15. 1953. ( hice 


of the Secretary of Defense, marked “Secret—not releasable to fore 


nationals.” IT understand that there was a similar report in 1950, a1 d 


it also was marked “Secret—not releasable to fore OT: natio als.” 


vet we have these charts released here To fore a1 natior ale nv ft 
State Department, by their own written memo. 
This will be made exhibit No. 1A, marked Secret and not made part 


of the Record. It Is the statisti al suppleme Tt stockpile report to the 


i 


Congress, dated August 15, 1953, Office of Secretary of Defense, w 


notation on bottom “not to be released to foreign natio1 ils or others ” 


(Document No. 1A was filed with the subcommittee but not mad 
part of the record because of its security classificatior 

Senator Matonr. I don’t understand that “Others.” But I want t 
just point out that such a report was shown to foreign nationals by 
State Department representative. That is clear to vou, 1S 1t not a 

Mr. Lovrir. I don’t know the report you are speaking of, sit 

Senator Martone. I am not surprised that vou don’t 


{ 
i 











\ 
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Vr. LoURIE, May | ask Mr. Kvans about that / 
Senator Manone. You have seen these reports compiled by the 
Office of Secretary of Defense from time to time, have you not ? 
[r. Lourre. I have; ves. ; 
Senator Matonr. And the -y are referred to by Mr. Willard Thorpe 
i chart introduced picturing the status of the stockpile operations 
for major commodities? ‘This is in December 1950, and he did show 
e ¢ hart. 
Mr. LOURIE. I am not here to cle fend Mr. Thorpe, sir, but l think 
Mr. Armstrong has an explanation of this that may be helpful. 
Senator MALONE. I am glad to have you remember, Mr. Armstrong. 
Mr. ArmsrroncG. Senator, | was not there either, but may I point 
that the chairman of this meeting was Mr. Symington, who was 
chairman at that time of the National Security Resources Board, 
d this account of the meeting given by Mr. Thorpe does not say that 
he State Department introduced these data at all. To the best of 
vy knowledge, it was not the State Department who introduced these 
ita at this meeting. Mr. Symington was there, and there were peo 
le there from other departments, Mr. Sawyer, Mr. Snyder, Mr. 
Harriman, and so forth. Mr. Thorpe was reporting on the meeting. 
The way I understand this document, it is that the State Department 
d not produce this chart. I am quite sure it did not because we 
d not have the chart. 
Senator Matonr. You mean you are not furnished the chart in your 
egotiations, one of these confidential charts ? 
Mr. ArMsTRONG. Sir, this negotiation was headed at this time by 
Mr. Symington, and he was the chairman of the meeting. 


Senator Mavone. I understand that. But I understand your state 
nent now isthat you did not have this document. 
Mr. Armstrrone. I don’t know whether we did or not, sir. I don’t 


TnHOW, 

Senator Matone. You do not know whether you have the 1953 
document or not in the State Department ? 

Mr. Armstrone. We may have. I don’t know, sir. 

Senator Martone. Would you venture a guess? 

Mr. Armstrona. I haven't seen the document, I could not tell. 

Senator Matone. You are dealing with these problems all the time, 
ie you not ¢ 

Mr. Armstrona. I would not be surprised, sir, if we have the chart 
tO W hich you refer. 

Senator Matonr. Maybe you have better information than the 
National Defense Organization has, and maybe you do not need the 
report at all. 

Mr. Armstrrona. No, sir; I am simply making the point that I do 
ot think the chart was introduced by the State Department at this 
neeting as you mentioned. 

Senator Matone. But you are also making the point that you do 
ot know that the State Department has this kind or type of informa 
tion at all ? 

Mr. ArmstrroneG. We have information of that type. Whether we 
ive that document or not, I don’t know, sir. 

Senator Maronr. You do not know whether you have the. 1950 
report or not ? 
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Mr. Armstrona. I imagine we do. But I don’t know for certain, 

Senator Matone. You do not know whether you are regularly fur 
nished this material or not? 

Mr. Armsrrona. I can’t say offhand. 

Senator Matone (reading) : 

This shortage would not only have direct effect upon defense production, but 
would seriously affect the engineering industry whose activity was important 
to their genersi economic health. There was considerable discussion of the 
difficulties of iicreasing production. In view of the fact that it was not clea 
as to why the United Kingdom supply had fallen off so badly, nor was it clear as 
to exactly what the impact of the curtailment on the United Kingdom would 
be, it was decided that this problem would require further discussion 

UNITED KINGDOM DUMPED THEIR LEAD STOCKPILE AND DEPRESSED 
WORLD MARKE'! 


Was there any discussion as far as you know, Mr. Armstrong, as to 
the economic impact upon the United States of America of such con- 
ferences and agreements ? 

Mr. Evans. I can answer that positively. Yes, sir. From my 
understanding of the procedures, the economic effect on every country 
involved was discussed. 

Senator Martone. Are you familiar, Mr. Evans, with the fact that 
the United Kingdom was allowed to build up their stockpiles of lead 
and zinc as long as zine was the metal mentioned here, and then break 
our market by shipping it into this country ? 

Mr. Evans. Iam familiar with the fact—-— 

Senator Matone. We have testimony to that effect, and if you re 
quire it, we will go back and dig it up. 

Mr. Evans. I am not sure. I have heard the statement made. | 
understand it is correct that the British sold zinc from their stockpile 
at a time when the market was falling here. Whether any of the 
British zinc came to the United States—— 

Senator Martone. They sold it prior to the break and many think 
it caused the break, and they piled up the stockpile with our money. 
We have the testimony and details. If they are not clear to you, 
maybe we should dig that up. 

Mr. Evans. May I say, sir, I am not attempting to evade the ques- 
tion at all. I believe there is a good deal of difference of opinion as to 
whether the break was caused by British sales. I also know that the 
British substantially curtailed their rate of sales at the request of the 
United States. 

Senator Matonr. What do you think about it ? 

Mr. Evans. I think it is a very difficult question to appraise. I have 
no doubt that the fact that they sold some zine at the time certainly 
contributed. 

Senator Matonr. Do you have any idea how much zinc they sold ? 

Mr. Evans. Yes, they were selling 4,000 tons a month. After the 
United States Government and American mining interests asked that 
they change their methods, that is. Before that, there was a period 
where I believe they were selling at a higher rate, but I am not sure. 

Senator Matonr. You are familiar with the fact that we had prev 
ously furnished them money so that they would have the money, | 
suppose, to put into the zine or anything else they wanted to buy ? 

Mr. Evans. I am familiar, of course, with that situation; yes, sir. 

Senator Matong. Now, we have this document from your _—_, 
ment, No. 55. This document shows that a question was raised | 
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the British House of Commons on April 7, 1952, concerning the orderly 
irketing of the st rategic stockpiles, and, specifically a suggestion 
was made that the International Materials Conference concern itself 
with stabilizing commodity prices once the urgency of rearmament 
ul passed. Does this not clear ly show that many acknowledged the 
IMC as an international c ommodity agreement W ith price sts abilizing 
features. 

Mr. Evans. What I would like to say there is that the United States 
lid not agree that the International Materials Conference be con 
inued when the shortages were liquidated. 

Senator Matonr. And the International Materials Conference was 
rganized at about the time that the Congress refused to approve the 
International Trade Organization, is that true? : 

Mr. Evans. Somewhat later, 1 would say. 

Senator Mavone. Yes, a little later, I think it was. And now we 
have the proposal already read into the record of a new U. N. com 
mission to deal with commodity supply and prices. 

Mr. Evans. May I comment on that, sir? 

Senator Manone. Yes. 

Mr. Evans. Mr. Armstrong was testifying when you read it. This 
proposal for an international commission, I am familiar with for the 
same reason as you, that I have read about it in the papers. This was 
true, I think, of ever ybody in the United States Government. It was 
are port of an expert group that was established by the United Nations 
as a result of a resolution passed at an earlier session of the United 
Nations. These experts had no authority whatever other than to 
make some recommendations to the United Nations. They have now 
made those recommendations. ‘Those recommendations have no status 
whatever so far as the United States Government is concerned. Mr. 
Armstrong has reminded me that the United States voted against the 
resolution which established the commission. 

Senator Matong. The commission was established ? 

Mr. Evans. Yes, sir. 

Senator Matong. And the same way that—— 

Mr. Evans. But the commission had no power, sir. 

No, I am sorry. No commission has been established. An expert 
committee to study the question of stabilization and to make some 
proposals was established. It has now proposed a commission. The 
United Nations has not acted on its proposal. It has, as I say, no 
tatus other than a report by five individuals. 

Senator Martone. How many nations are members of the United 
Nations, do you remember ? 

Mr. Evans. I don’t know the exact number, no, sir. 

Senator Martone. About how many ? 

Mr. Evans. I know it is more than 50. 

Senator Matone. If we were out-voted on a majority vote they 
ould establish such a commission, could they not ? 

Mr. Evans. Well, they could establish their commission, I assume, 
without the United States vote, but they couldn’t very well give the 
commission any power over the United States. 

Senator Martone. Well, there seems to be a little doubt about that 
part of it. We have what we call the Bricker resolution. Apparently 
there is tremendous opposition to it because it might stop such organ 
zations as this in the long run operating whether Congress approves 
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them or not. But anyway, it could be established by a majority vot 
is that right? 

Mr. Evans. Yes, sir. 

Senator Martone. And the report could be adopted by majority 
vote, could it not? 

Mr. Evans. I believe it could; yes, sir. 

Senator Matonr. And if you did not enter into it, you would have 
to withdraw in some manner from the organization / 

Mr. Evans. Not to my knowledge, sir; no. I don’t know of any 
case where a country is deprived of membership in the United Na 
tions if it refuses to participate in the Commission. 

Senator Martone. If the majority of the United Nations accepts 
Communist China as a member, even if we voted against it, it would 
be effective, would it not? 

Mr. Evans. This is really out of my field, sin 

Senator MaAtonr. I am sure it is. And it seems to me from the 
answers we have been getting that you have very little in your field. 
But here I notice that you were U nited States delegate to the Prepara 
tory Commission for the International Trade Organization at Geneva 
in 1947. Do you remember that / 

Mr. Evans. I do. 

Senator Matonr. You were vice chairman of the United States 
delegation, third session, of the contracting parties in the General 
Agreements on Tariffs and Trades in 1949, in France. Is that correct? 

Mr. Evans. That is correct. 

Senator Mavone. Is that what you call GATT ? 

Mr. Evans. Yes. 

Senator Martone. What is that? Will you explain it? 

Mr. Evans. GATT, as I understand it, is a short expression for 
General Agreements on Tariffs and Trades. 

Senator Martone. That is founded, in the long run, on the powers 
given the executive in the 1934 Trade Agreements Act ? 

Mr. Evans. That is right. 

Senator Martone. In other words, the whole structure is built on 
that ? 

Mr. Evans. It is a multilateral agreement in pursuance of the 
authority granted to the President under the Trade Agreements Act. 

Senator Martone. The United States delegate to World Conference 
on Trade and Employment at Habana in 1948. I notice you have been 
very prominent in these conventions and conferences. 

Mr. Evans. Not as prominent as that sounds. 

Senator Martone. And you increased in stature as you went along, 
I presume. Then you we re Chief of the International Resources Divi- 
sion, Department of State. When was that, in 1949? 

Mr. Evans. That was 1949, yes, until I became Director. 

Senator Martone. Then the Economic Resources and Sec urity Staff, 
October 3, 1949. Associate United States member, seventh session. 
Council of FAO. 

Mr. Evans. That is the Food and Agriculture Organization of 
United Nations. 

Senator Martone. That was in Washington in 1949. You were the 
delegate ? 

Mr. Evans. I was one. 

Senator Matone. Not very prominent ? 
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Mr. Evans. The United States delegate was the Secretary of Agri- 
culture. 

Senator seen You represented him there, did you? 

Mr. Evans. No; he was present there almost continually, and there 
was an midds delegate under him also from the Department of 
Acriculture. 

Senator Matone. Did you have anything to do with it at all? 

Mr. Evans. Yes. 

Senator Manone. Associate United States member of the Fifth 
Session Conference of FAO, Washington, 1949. Prominent? 

Mr. Evans. Well, | might say in connection with all of these FAO 
meetings, sir, that the Department of Agriculture has always headed 
the de legations and I have usually, since I have been in this position, 
been the principal State Department member on the delegation. 

Senator Ma.one, ‘This gets a little more into your record. You 
were a GS-15 grade at that time, is that right? 

Mr. Evans. 1949. I am now a GS-16. 

Senator Matonr, What does that call for in a matter of salary? 

Mr. Evans. The 16 calls for $12,000 a year. 

Senator Matone. Chairman of United States delegation, fourth 
ession, contracting parties to General Agreement on Tariffs and 
rade, Geneva, 1950. 

Mr. Evans. Yes, sir. 

Senator Matone. Deputy Director, Office of International Materials 
Policy. November 21, 1951, to August 4, 1952. Then you were 
Director. 

[ am only going into these matters because it seems there are very 
few of you that can remember ver y much of what is going on. But it 
seems a little queer as you have all been there through the whole 
business. Could you help us any in this regard ? 

Mr. Evans. I would like to comment on that, if I might, sin 

Senator Matone. It would be nice to have you do so. 

Mr. Evans. That is that a good many of your questions, sir, have 
had to do with subjects for which I do not now have responsibility or 

ave never had responsibility. 

Senator Mavonr. I think Senator Dworshak may have a question or 
two. Ihave some one waiting. I will be right back. 

Senator DworsHak. I have to leave in a few minutes, Mr. Chairman, 
but I do have a few questions. 

Mr. Evans, I am not sure that you had anything to do with the 
International Materials Conference along about 1952. Did you? 

Mr. Evans. In an indirect way I did, sir. When the Conference was 
rst formed I was the Deputy to the Office Director who had the 
principal responsibility so far as the State Department was concerned. 

Senator Dworsuak. The State Department was not responsible at 
that time ? 

Mr. Evans. The State Department was never responsible after the 
Conference was formed. It did have the final role in the earlier 
organizational days when the plan was being worked out. 

Senator DworsHak. You said the Office of Defense Production and 
Office of Defense Mobilization had direct responsibility ¢ 

Mr. Evans. That is correct, from the time the Conference’ was 
organized. There was an original period when the question was what 
ountries should be invited. 
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Senator DworsHak. Who were our representatives in the summer: 
of 1952 to IMC when allocations were being made of so-called fre 
world copper ¢ 

Mr. Evans. I am not certain that I have my dates right here, but 
may Lask Mr. Armstrong if he can answer that question ? 

Senator DworsHak. Yes. 

Mr. Armstrona. Well, of course there were seven committees and 
there were representat ives in each of these committees. 

Senator Dworsnak. I mean a specific committee which was engaged 
in the allocations of so-called available free world copper to the United 
States and to other nations. 

Mr. Gerzin. I was at that time State Department adviser to the 
United States delegate. The delegate was appointed by the Defens: 
Production Administration. 

Senator DworsHak. What is the delegate’s name ? 

Mr. Gerzin. From February 1951 to December 5, 1951, the United 
States delegate was Frank A. Hayes. 

Senator DworsHak. Who was it during the calendar year of 1952? 

Mr. Gerzix. From December 13, 1951, to March 5, 1952, the Unite 
States delegate was Myron L. Trilsch, who was also the Director of 
the Copper Division of the National Production Authority at that 
time. From March e until June 5. the United States delegate was 
David C. Marvel. I don’t recall what his title was in the Defen 
Production. 

Mr. Winant. He was Deputy Assistant Administrator for Metal 
and Minerals 

Senator DworsHak. In which department ? 

Mr. Getzin. That was Defense Production. 

Senator DworsHaKk. What I was trying to develop was whether the 
State De partment or one of these other wartime agenc ies was directl} 
responsible for our participation in the IMC at that time. Was 
the State Department, the ODM or who? You named these men. 
Who did they represent ¢ 

Mr. Gerzin. They were the United States representatives on the so 
called copper, lead, and zine committee. 

Senator DworsHak. By whom were they employed, which agency 

— of Government? 

Mr. Gerzin. They were employed by various agencies but they were 

appointed by the Defense Production Administrator. 

Senator DworsHax. The State Department, then, had very little 
influence or control over what was being done in IMC at that time 

Mr. Gerzin. No direct control, sir, only as one of the United States 
operating agencies who acted in an advisory capacity for the United 
States. 

Senator DworsHak. You said we had seven committees set up. 
These men whom you have named were identified with one of the 
seven ? 

Mr. Gerzin. That is right. 

Senator DworsHak. They supervised through IMC the allocation of 
lead, zine, and copper to the United States and other nations? 

Mr. Gerzin. That is correct. 
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SHORTAGE OF COPPER CAUSED BY IMC 


Senator Dworsuak. Do you recall that early in 1952 we had consid- 
ible unemployment because of the forced shutdown of automobile 

lants in Detroit, allegedly | recause of the shortage of copper? 

Mr. Gerzin. Yes, I recall that. 

Senator Dworsuak. I made some investigations at that time and I 

was convinced that the United States was voluntarily foregoing its 

st share in the allocation of free world copper. You don’t recall any 

ecifie details, or do you ¢ 

Mr. Gerzin. I remember the time and place of discussion. 

Senator DworsHak. Do you recall at that time whether the copper 
ch was being allocated to Great Britain was going into a stock- 

le or whether it was required for current needs of that country ¢ 

Mr. GETZIN. Copper, as I recall it, was going into current needs. 

Senator DworsHak. Into current needs / 

Mr. Geran. Yes. 

senator Dwor SHAK, ‘I he copper was being allocated to Britain for 

recurrent requirements ¢ 

Mr. Gerzin. That is correct. 

Seantor DworsHak. Last summer, early in the summer of 1953, 
there were hewspaper stories to the effect that Great Britain was pro 
posing to dump, as I recall, about 75,000 tons of copper in this cow 
trv. Doyou recall reading that ? 

Mr. Gerzin. I do, sir. 

Senator DworsHak. Can you give me your own opinion as to where 
Britain got this enormous stock of surplus copper in the early summer 
of 1953, which it was reported she intended to dump in this country, 

f during L952 in the allocations by IMC of free world copper, Britain 
was getting only the necessary copper which she required for current 
needs / 

Mr. Gerzin. What I say is of my own opinion, sir. I recall the 

ituation that this early 1953 surplus coincided with the return of 
copper purchases to private trade in Britain. 

Senator DworsHak. Do you think that Britain during 1952 was 
putting any of this allocated copper into stockpiles? 

Mr. Gerzin. I do not. 

Senator DworsHak. You do not know ? 

Mr. Gerzin. I do not believe they were doing so. 

Senator DworsHak. You think all of that copper was being used 
currently ¢ 

Mr. Gerzin. That is correct. 

Senator DworsHak. For industrial needs ? 

Mr. Getzrn. That is right. 

Senator DworsHak. Do you have any explanation why Britain 
early in the summer of 1953 found herself in possession of 75,000 tons 
of surplus copper which she proposed to dump 4 

Mr. Getzin. As I understand it, Senator, that was not all physical 
copper. That in part represented commitments that had been made 
by the British Ministry of Materials with these producers, and which 
was coming forward, which copper had been committed to the Ministry 

f Materials, which is no longer engaged in the sale of copper to the 
British industry. 
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Senator DworsHak. It would appear to me that under the IMC al- 
locations of free world copper being made in 1952, there must have 
been excess copper allocated to Britain or she would not have had. 
early in 1958, 75,000 tons of surplus copper to dump in this country. 

Mr. Getztn. The situation, I would like to point out, is that the 
sritish Ministry of Materials was the sole buyer and seller of cop pel 
until early 1953. The Ministry had made forward contracts ahead 
of the time at which its powers expired, so they had contracts which 
called for delivery of copper for which they no longer had a market 
when the sale and distribution of copper returned to private industry, 

Senator DworsHak. It is my impression that 75,000 tons of copper 
came from the British stoe kpile, but you do not think that is true? 

Mr. Gerzin. That was Ministry of Materials stock as distinguished 
from British strategic stocks. 


Senator DworsHak. You do not think that any of this 75,000 tons of 


copper which Britain was proposing to sell early in the summer of 
1953 came from excess allocations which she may have received from 
IMC during 1952? 

Mr. Gerzin. I do not sir. 

Senator DworsHak. Where do you think she got all this copper ? 

Mr. Gerzrn. At the time that the allocations were made, this c opper 
had not been produced. 

Senator Dworsuak. It is a lot of copper. Then you are convinced 
that in the allocations of IMC copper during 1952, Britain was not 
receiving any copper in excess of her current needs and requirements? 

Mr. Getztn. That is correct. 

Senator DworsHak. What do you base that conclusion on ? 

Mr. Gerzin. On the reports of consumption and stocks which were 
submitted regularly to the Copper Committee by the British delegation. 

Senator DworsHaxK. Were you following closely the allocations be 
ng made to Britain, the United States, and other free nations, of that 
copper in 1952? 

Mr. Grepzin. Yes, sir; I was. 

Senator DworsHak. Do you think it was necessary for us to close 
down some of our industries and to take less than what might be 
acknowledged as a fair allocation of free world copper ? 

Let me simplify that. I do not want to put any words in your 
mouth. Do you think that we were getting all of the copper we were 
entitled to, even though we were fore ed to close down our auto produc- 
tion in Detroit at a time when apparently Britain and other countries 
allied with us were obviously getting all the copper they needed ¢ 

Mr. Gerztn. Senator, I would like to answer that in this way: I 
thing the United States was allocated all the copper it was entitled to, 
but I do not believe the United States purchased all the copper which 
it had been allocated. 

Senator DworsHak. Who did not purchase it ? 

Mr. Getzin. Consumers in the United States. 

Senator DworsHak. Where was that copper available that she did 
not purchase ? 

Mr. Gerzin. It was largely available from imports which were im- 
ports priced higher than our ceiling price of 2414 cents at that time. 

Senator DworsHak. Which countries were the producers of that 
copper ¢ 


Mr. Getztn. Mainly Chile. 
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Senator Dworsnak. That copper was made available at 3614 cents. 
Mr. Gerzin. It varied, sir. 

Senator DworsHaxk. You are contending, then, that the IMC allo- 

itions were entirely fair to this country, but that because of the 
prevailing price ceiling of copper in this country, which was 241% cents, 
our domestic processors apparently were not willing to buy that copper 
which had been allocated to the United States? 

Mr. Gerzin. Yes. 

Senator DworsHak. That would lead to the conclusion that it was 
the ceiling prices in this country that were partially responsible. 

Mr. Evans. Senator, may I Say in that connection that that has been 
my conviction, on the basis of everything I was able to find out about 
the situation from the time that this debate first started. Whether or 
not the allocation which the United States received under the IMC for 
opper was fair or unfair, that is always a difficult word to define. 

Senator DworsHak. Equitable. 

Mr. Evans. It is quite true it was not the bottleneck. The limiting 
factor was the price ceiling in the United States. 

Senator DworsHax. Do you think for a moment that General 
Motors and the other automobile producers in Detroit would have 
been reluctant to pay a differential of 10 or 12 cents a pound for copper 
which was sorely needed in order to maintain production in their 
plants ? 

Mr. Evans. I know they were very anxious to pay a higher price. 
They were not permitted to under the price ceiling. 

Senator DworsuaK. They could not purchase it ¢ 

Mr. Evans. That is correct. 

Senator DworsHak. As [| recall, at one point there were some changes 

made in the OPS setup which enabled processors in this country or 
automobile manufacturers to buy foreign copper at higher than OPS 
prices, and reflect it at least partially in ianensid prices which they 
charged for their manufactured commodities: is that right? 

Mr. Evans. That is my recollection, yes, sir; but that was later, 
I believe, than the period that you were talking about. 

Senator Dworsuak. In the summer of 1952 when there was a short- 
age of copper, these processors in the United States could not buy it 
because they were prevented by OPS regulations? 

Mr. Evans. That is my understanding. 

Senator DworsHax. Very well. 

Senator Martone. I think Senator Dworshak’s questions are very 
enlightening. As I understood your answers, it means that your 
allocations were correct but you had no control over the foreign price, 
and you fixed a price here which, even if it did not prevent the paying 
of 36 cents in Chile for copper, discouraged it, and therefore we did 
not get the copper. Is that the purport of your conclusion ? 

Mr. Evans. That is my conclusion; yes, sir. Neither I nor the 
State Department had anything to do with arriving at the price 
ceilings. 

Senator Martone. Did the State Department ever confer with the 
price fixers, that is to say, with the OPA, in fixing these prices ? 

Mr. Evans. No; I don’t think we had anything to do with that. 

Senator Matonr. You had nothing to do with it. 

Assuming for a minute that that is correct, in order to make your 
allocations effective you would have to have international price fixing. 
In order to make it effective you would have to have some way. 
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Mr. Evans. I think it is true, sir, that to make the allocations 100 
percent effective, that probably would have been required. Of course, 
the IMC had no authority to fix prices, and no authority to allocate, 
for that matter. But if there had been 

Senator Matone. They did allocate. 

Mr. Evans. They did not have authority. No, sir, it didn’t really 
allocate. It made recommendations to governments as to the shares 
that they should individually agree to take or not to take themselves, 

Senator Matone. The only distinction you make is that the IMC 
did make the recommendations that each government should have a 
certain amount of copper, but you did not have the authority to 
enforce it because Congress had never agreed to it here, and you had 
no such agreement with foreign nations. 

Mr. Evans. That is right. 

Senator Mavone. But the International Materials Conference was 
allocating and making recommendations for such allocation. 

Mr. Evans. It was. 

Senator Martone. And it took the place of the International Trade 
Organization in that effort. I have already read to you that the 
International Trade Organization would have had the authority to 
allocate in case of shortage. You are not going to deny that, are you! 

Mr. Evans. Yes, sir. I can’t agree with that. I am sorry. 

Senator Maxone. It does not matter whether you agree with it or 
not. I will read it again. 

Mr. Evans. I heard it, sir. 

Senator Matone. Do you believe it ? 

. Mr. Evans. No. I asked at the time 

Senator Martone. In other words, you ignore any part of this char- 
ter which you do not agree with? 

Mr. Evans. No. I would like an opportunity to explain. 

Senator Matone. You go ahead and explain it. That is a good idea. 

Mr. Evans. I will be very glad to. 

Chapter 6 of the International Trade Organization Charter was 
designed to place certain limits on the powers of countries to enter 
into international agreements, cartels, and so forth. It did not estab 
lish any authority in the International Trade Organization to create 
an agreement. 

In the general purposes of the chapter—and article 57, as I recall 
you read it—there was expressed all the purposes for which the pro- 
spective members agreed that some kind of international agreement 
might be justified. This does not necessarily mean that the Inter- 
national Trade Organization would have had any authority to create 
such an agreement. In fact, it would not have. 

Senator Matone. Where is it prohibited? That last statement of 
yours interests me. 

Mr. Evans. I think my point will be a little clearer—— 

Senator Matone. Just answer that one question. Where is if 
prohibited ? 

Mr. Evans. You will find—I can’t put my finger on the article—— 

Senator Matone. If you want to dig up this answer, you may bring 
it tomorrow at 10 o'clock. 

Mr. Evans. I will be very glad to, with chapter and verse. 

Senator Martone. Then we may skip this explanation until you 
bring that in. 
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This is a very prominent document, and it has been made famous 
through debate. This is the first time I have ever had any denial 
from the State De spartment or any official that it is not official, that this 
document does not officially and conclusively define what the Interna- 
tional Trade Organization could do. 

Mr. Evans. I haven’t demed that. 

Senator Matone. I will improve my hearing by tomorrow, too. 

[ was asking you first, Mr. Lourie, and you can designate anyone 
vou want to to answer it—I want to be very fair with you, Mr. Lourie, 
because I know that no human being could become entirely familiar 
with all these intricate documents that do not mean what they say, 
and some meaning things they do not say, in the time that you have 
been in charge of it. I do not expect you to be. 

Does this document, No. 55, not indicate that many in Britain were 
conscious of the problem that would be raised when the British would 
have to unload excess stockpiles, which they did in the case of zinc 
within a few months after the British said we should curtail our 
stockpile, and that they should have a certain amount of this material. 
Some of them raised the question, apparently, of how they would 
unload this when it got to the point that they had more than they 
needed. 

Would that not indicate that there were many in Britain who were 
worried about this thing, as to how they were going to do it or why 
they were building up an excess stockpile? 

Mr. Lourte. There again, Mr. Chairman, I would like to pass that 
question along, if either of you gentlemen would care to answer it. 

Mr. Evans. If I understood the question, sir, | agree with you that 

his discussion in the House of Commons did indicate that some Brit- 
ish were worried about this subject; yes. 

Senator Matone. But seemingly it was the British who really con- 
trolled the proposition in conference with the State Department here 
and any others that might have some authority, but I note in the 
paragraphs that I have read from these various documents that the 
United Kingdom held that they should get special treatment because 
they were our principal ally in Korea. ‘While I can’t agree that the 
British were the prinicpal nation in the fighting, at least the “y were 
in the division of the stockpile. 

[ am going into this because all this affects the availability of these 
materials to the United States in wartime, because this very procedure 
resulted in closing many mines in this country, and they are being 
closed today. Some are holding on by their eyeteeth, waiting to see 
what action is taken on the extension of the 1934 Trade Agreements 
Act. If it is not extended, they think they can stay in business. If it 
is extended, they are out of business forthwith. 

So this whole business has a direct bearing on the availability of 
these materials in wartime, and that is the reason we are asking these 
questions. I hope you understand that, Mr. Lourie, and I want to say 
again I understand thoroughly your position. They gave you about 
6 months to do a job that you ought to have about 6 years to do, to find 
out what these men are doing, what they have done, what their record 


‘T think you have the right organization if you put in a new policy. 
But I have seen no indication yet of a new policy. 
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GATT, the International Trade Organization, and the International 
Materials Conference are all based on the 1934 Trade Agreements Act, 
and the continuation of the past policy is shutting our mines, and is 
shutting our factories. I am going to have a few remarks to make 
before this = rnoon’s session closes in which I am sure you will be 
interested, because it will affect you directly, and it affects the work- 
ingmen of this country and it affects the factories in this countr y and 
the investors in this c ountry. 

I want you to understand that while this might seem a little tedious 
to you, maybe you can begin to understand how these things were 
written, how the “y are disregarded whenever the xy interfere with some 
current policy or the defense of a position, and how they can be built 
up again whenever it is necessary. 

No one in his right mind, in my opinion, would say that you cannot 
handle a shortage of material under the International Trade Organi 
zation, but you have testified here this afternoon that you could not. 
We will have a fuller explanation in the morning. 

We have questioned you on document No. 55, and we now make a 
part of the record a photostatic copy of document No. 55, our identi 
fication number. 

(Document No. 55 is placed in the record at this point.) 
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Desp. No. 4946 
APRIL 23, 1952 
From: Amembassy. London. 
To: The Department of State, Washington. 
For Dept. 27. 
Use Only ne. 
Action: E. 
Ree’d Apr. 26. 
Dept.: REP DCR EUR OLI. 
Other: COMM DPA MSA TAR. 
Subject: International Materials Conference 
on Stockpile Disposal. 





Statement in House of Commons 


The Department will wish to have for its records the text of a brief statement 
made in the House of Commons on April 7, 1952, in response to a question con 
cerning the future “orderly marketing of strategic stockpiles.” 

The reply indicated that this was not an immediate issue, and was not in any 

"ase a matter for the International Materials Conference, which was concerned 
w with allocation problems. The text follows: 





“International Materials Conference 





“Mr. Osborne asked the Secretary for Overseas Trad, as representing the 
Chancellor of the Duchy of Lancaster, if he will consult with the United States 
Government to widen the terms of reference of the International Materials Con- 
ference to enable plans to be considered for the orderly marketing of strategic 
stockpiles no longer required, and to stabilise commodity prices, once the urgency 
of rearmament is passed. 

“Mr. Hopkinson: The disposal of stockpiles is unlikely to become an issue in 
the near future. The Government fully appreciates the desirability of keeping 
commodity prices stable at reasonable levels. This has been the subject of much 
international discussion; and when particular commodities present problems, 
there are arrangements for consultation between the countries concerned. On 
all these matters we are working very closely with the U. 8. authorities. 
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The primary function of the International Materials Conference is the allo- 
cation of scarce materials on which it is doing most valuable work I doubt 
whether it is desirable to vary its terms of reference, particularly as they do not 
exclude discussion of price stabilisation.” 

\pproved : 

P. C. HuTTon, 


Acting Commercial Attaché. 
Submitted by: 


WILLIAM F, BuSssER, 
First Secretary of Embassy. 


Senator MALonr. Document No. 54 will be made a part of the ree- 
ord at this time. Document No. 54, I understand, Mr. Getzin, was 
written by you to Mr. Brown. What is the MMS? 

Mr. Gerzin. Metals and minerals staff, sir. 

Senator Matonr. Whenever you furnish documents to me in the 
future for the use of this committee, will you just. write out what they 
nean? IT will request that of you officially. This is the Sadlak report 

IMC: 


May 15, 1952. 
To: OMP—Mr. Brown 


From: MMS—Mr. Getzin. 
Subject: The Sadlak Report on IMC 


The principle charge in this report is that IMC has “ 
States by 214,000 tons of copper a year.” This allegation is based on an analysis 
the United States copper allocation for the first quarter as prepared by the 
United States Chamber of Commerce. The C 


short-changed the United 


of C analysis tries to arrive at a 
rrect percentage of global production for the United States by establishing a 
tio of United States military expenditures to NATO expenditures and distribut 


ng the nonmilitary strictly on the basis of 1950 consumption According to their 


culation the correct percentage for the United States should be 55.6 compared 
vith the actual United States share of 49.1. 
sents 214,000 tons on an annual basis. 


The difference, 6.5 percent repre- 


The © of C calculation is based on false assumptions and inaccurate 
relationships. 

I. Mr. Fleischmann is quoted as saying 40 percent of United States copper goes 
into military consumption and therefore the conclusion is drawn that United 
States military allocations should be 19.6 percent of global production (49.1 
percent X 40 percent). This is not a correct relationship. Mr. Fleischmann’s 40 
percent refers to total military consumption including direct and indirect mili- 

ry consumption. The IMC definition includes only direct military. 

II. The C of C analysis assumes that the ratio between the United States and 
NATO military budgets establishes a proper level of military allocations. This 

an incorrect assumption because IMC allocations for direct military include 
many other important areas outside of NATO. Notably Japan where copper is 
used in military manufacturing for the use of the United Nations Army in Korea. 

III. United States direct military is actually about 30 percent of total con- 
sumption, and the ratio of military consumption to global military consumption 
is §269 approximately. The C of C calculation should therefore be adjusted as 
follows: 

Percent 
1. United States allocation under IMC 19. 1 
2. 30 percent for United States direct military (30 percent X 39.1 percent) 14. 

Ratio other military consumption to United States 62/99 (62/99 X 14/7 

percent ) ‘ 9 
Total military free world copper (line 2 plus 3) 23 
Total civilian free world copper (100 minus 23.9 percent) 76 
United States civilian consumption, 1950 17 
Inited States civilian allocation historical basis, 1950 (47.3 percent of 

76.1 percent) * 36 
Inited States allocation should be (line 2 plus 7) 50. 7 
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sy using the same logie as the C of C but with corrected figures the United 
States deficit is 1.6 percent instead of 6.5 percent or 52,000 instead of 214,000 
tons on an annual basis. This is, however, not the whole story. The C of C 
analysis assumes that the level of military expenditures and exact civilian con- 
sumption in 1950 were the sole criteria for the determination of allocations, 
This oversimplifies the problem since all countries did not start out at the sam 
relative levels in 1950. Some countries were recovering from war damage or for 
other reasons were consuming copper at unusually low levels. It proved im 
possible to apply identical cuts to 1950 civilian consumption. To the extent 
that adjustments had to be made, countries with high levels of consumption 
in 1950 made sacrifices. Moreover, all participating countries do not have 
equal bargaining power. Actually in autonomous committees countries who are 
producers and net exporters are in a relatively stronger bargaining position than 
those who depend on imports. 

Insufficient stress is placed on the fact that the United States share of 49.1 
percent is actually 1.8 percent above the very high level of United States con- 
sumption in 1950. 

Senator Matonr. Mr. Getzin, you are supposed to be the expert in 
this business. What is the explanation for the difference in the per- 
centage and what is it based on? 

Mr. Gerzin. I think the document attempts to explain that question. 

Senator Matone. You tell us for the record. Let’s let the document 
speak for itself. Just tell us in your own words. 

Mr. Grerztn. I want to say that this was a memorandum addressed 
from myself to Mr. Brown, who at that time was my superior in the 
office—— 

Senator Matone. Where is Mr. Brown now ? 

Mr. Gerzin. I believe he is in London, sir. 

Senator Martone. He is still with the Department ? 

Mr. Gerzin. That is correct. 

Senator Martone. What is his title now? 

Mr. Grtzin. Counselor of the Embassy. 

Senator Martone. In London ? 

Mr. Gerzrn. That is correct. 

Mr. Morron. Economic Counselor. 

Senater Martone. How long has Mr. Brown been with the 
Department ? 

Mr. Gerzin. I don’t know, sir. 

Senator Matone. For some years, I presume. 

Mr. Morton. For some years. He was a classmate of mine in 
school, and I think he went with the Department shortly after we got 
out of college. He is with the Government, sir. 

Senator Martone. He was with lend-lease, according to this record 
here, from June to November 1941; Executive Officer, Harriman 
Mission and Mission for Eccnomic Affairs, London, 1941 to 1945. 
Appointed Chief, Division of Commercial Policy, Department of 
State, at $8,750 per year, July 26, 1945; Chairman, Trade Agreements 
Commission, 1945; member of Commission for Reci iprocity “Informa- 
tion, 1945; United States delegate to second meeting of United Na- 
tions Preparatory Commission, International Conference on Trade 
and Employment, Geneva, 1947; Director, Office of International 
Trade Policy, June 13, 1948; GS-15—that is his classification now. 
What does a GS-15 receive in salary ? 

Mr. Evans. I think it is $11,000, Senator, I am not sure. 

Senator Matone. October 30, 1949. Acting Director, Office of In- 
ternational Materials Policy, March 28, 1951; November 21, 1951, 
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Director of the Office of International Materials Policy. What is 
FSR? 

Mr. Lourtr. Foreign Service Reserve. 

Senator Matone. Attaché at London, June 13, 1952; secretary in 
Diplomatic Service and counselor of Embassy at London, August 20, 
1OR9 

He has quite a considerable record, and I should say, if your State 
Department is going to continue exactly the policy that we have had 
now for 20 years, he is well fitted for it. 

You are not familiar with his background, I take it, Mr. Lourie. 

Mr. Lourte. No, I don’t know it. 

Senator Martone. Have you made an attempt to study the back- 
sround of the men in the Department that you were supposed to 
reorganize ¢ 

Mr. Lourte. Many of them, sir. 

Senator Martone. There are just too many for you to get around 
to all of them. 

Mr. Lourtre. Quite so. 

Senator Martone. When do you terminate your employment / 

Mr. Lourte. It hasn’t been determined yet 

Senator Matonr. What was the original intention when your job 
was set up ¢ 

Mr. Lourte. In the neighborhood of a year or a year and a half. 
Congress limited it to 2 years. 

Senator Matone. I doubt if it is enough time. 

We have identified Mr. Brown. We will return to Mr. Getzin, to 
complete the record. 

Statistician, Department of the Interior, 1936-42. Economist, War 
Production Board, 1942-45. 

I have had some connection with the War Production Board. I was 
consultant to the Senate Military Affairs Committee that sat with 
them sometimes, when I was not up in Alaska or in the South Seas 
for the same organization. That was the time when they were so 
worried, you may remember, Mr. Getzin, when they were sinking 
about 88 or 90 percent of our shipping from South Africa early in 
the war due to submarines. Do you remember that? 

Mr. Gerzin. I remember the occasion. 

Senator Matone. Having that background, is that one of the reasons 
we are becoming dependent again on these nations for the things we 
cannot fight without? 

Mr. Gerzin. My connection with the War Production Board was 
with the Tin, Lead, and Zine Division. 

Senator Martone. Was what? 

Mr. Gerzrn. I was connected with the Tin, Lead, and Zine Division 
of the War Production Board. 

Senator Matone. You are familiar with the fact that it was almost 
impossible to get a cargo of anything across either ocean on account 
of German submarines in the forepart of the war? 

Mr. Gerzin. I am, sir. 

Senator Matone. Does that have anything to do with our present 
dependency on these same areas for things you cannot fight without 
when we are preparing for a war? 
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Mr. Gerzin. I believe the Congress foresaw some of that possibility, 
sir, when they passed Public Law 520. 

Senator Martone. Did you ever read President Truman’s message 
in regard to that act, and then how it was finally carried out? I pre 
sume you helped carry it out. or at least you knew about it. 

Mr. Gerzin. Yes, sir. 

Senator Manone. He said it was not the policy of this administra 
tion—in 1946, when this message was given—to buy American or to 
favor in any way American producers, but that the police vy was to save 
our own and to buy from foreign producers. Are you familiar with 
that statement at that time ? 

Mr. Gerzin. I am not familiar with it, siz 

Senator Manone. You know that was done, anyway. Are you 
familiar with the fact that it was done ? 

Mr. GETZIN. Not entirely, sir, no. I believe that a large part of the 
stockpile purchases were made from domestic sources. I don’t know 
the percentage. But the mere fact that they are on the stockpile list 
indicates 

Senator Martone. That was not exactly the question I asked you, but 
I will tell you that 77 percent of the purchas ses were from foreign 
nations, 

Mr. Gerzin. I think that is true. It would seem logical. 

Senator Martone. I will tell you now that about 50 percent, 900,000 
tons of manganese is coming annually from India, about 50 percent of 
our annual use. And no one of any stature among military strategists 
thinks you will get anything from India when a war starts. 

You have a pretty good background there. You should remember 
these things, but it does not seem from your record that you do, 

Civilian Production Administration, 1945-47. Department of Com- 
merce, 1947-48. What did you do in the Department of Commerce / 

Mr. Gerztn. I worked under Mr. Hays, who was in charge of the 
Metals and Minerals Division. 

Senator Matonr. What did he have to do with it? 

Mr. Gerzin. I beg your pardon ? 

Senator MAtonr. What did he have to do with metals and minerals? 
What did your work consist of? 

Mr. Gerzin. My particular work consisted in allocation of tin to 
United States consumers. If you recall, sir, tin was one of the rem- 
nant powers left over from the War Production Board days which was 
transferred to the Department of Commerce. Tin was under control 
in the United States I believe until 1948. 

Senator Matone. As I recall, I made a report to the Senate Military 
Affairs Committee on tin in 1943. 

Mr. Gerzrn. Yes, I think I recall that. 

Senator Matonr. We found that the first-class tin ore from Bolivia 
was going to England to be proce essed and brought bac k here, and that 
our tin smelters in Texas were getting secondary ore; and they still 
are, in case it is information to you. 

Mr. Getztn. I am familiar with that. 

Senator Martone. Then you are familiar with that fact ? 

Mr. Getztn. Yes, I am. 

Senator Martone. Did you make any attempt to change this in any 
way so there might be more tin available on the continent ? 
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Mr. Gerzix. I am not aware, sir, that at any time any essential 

dustry went short of tin during the period. 

Senator Matonr. What was the ide: ; of allocating it, then? Just to 

ave something to do? 

Mr. Gerzrx. To have tin available for all industries, sir. 

Senator Martone. Then you do have knowledge that some of them 
were short ? 

Mr. Gerzin. That is right. 

Senator Martone. I thought you just said that you did not. 

Mr. Gerztn. I said no so-called essential industry went short. 

Senator Matonr. Who pone what was an essential industr yt 

Mr. Gerzin. This was done by the War Production Board in the de- 
termination of their orders. 

Senator M ALON FE, In other words, the War Production Board was 

ill in existence in 1947 and 1948? 

Mr. Geran. No. 

Senator Matonr. What are you talking about, then? You worked 
there in 1947 and 1948. 

Mr. Grerzin. I said that some of the functions of the War Produc 
tion Board were transferred to the Department of Commerce. 

Senator Martone. Then let’s get it straight for the record. Either 
some of them were short or there was no need of allocation. Which 
is true ¢ 

Mr. Gerain. I don’t follow the question. 

Senator Matonr. I say, some industries that wanted tin were short 
of tin, or else there was no need for allocation. 

Mr. Gerzin. Some industries were short, that is true. 

Senator Martone. And you judged right there in the Department of 
Commerce as to what industries were essential ? 

Mr. Gerzin. I was one of the individuals, yes. 

Senator Matonr. You were one of the ones who judged which were 
essential ? 

Mr. Grerzin. That is correct. 

Senator Matone. But you made no effort to increase the supply of 
tin ¢ 

Mr. Grerzin. We certainly did. 

Senator Matonr. What was this effort? 

Mr. Gerzin. All tin that was available for sale was purchased at the 
time by the Reconstruction Finance C orpor: ition. 

Senator Martone. You must be familiar with the record of the Ma- 
lay States. Before we had synthetic rubber, it went to one dollar a 
pound, did it not? It was not particularly scarce, but it cost a dollar 
a pound at one time when we had no synthetic rubber. Do you re 
member that ? ; 

Mr. Gerzin. I don’t remember that. I am not familiar with it. 

Senator Martone. Well, that happened. As long as tin is con- 
trolled—and it is controlled, as far as we are concerned, if you made 
no effort to make us less dependent on the Far East. It is controlled 
therenow. Are you familiar with the control ? 

Mr. Gerzin. Yes. 

Senator Matone. Do you agree with it ? 

Mr. Gerzin. There is no control now. I can’t hear all the words 
you are saying, sir. 
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Senator Martone. The tin produced in this hemisphere from Bolivia, 
the best grade of tin ore goes to England to be processed and then is 
sent here. Are you familiar with that fact? 

Mr. Gerzin. The so-called best grades of ore in Bolivia are those 
produced by one group of mines. 

Senator Martone. And the best grades go to England. 

Mr. Gerzin. They have been under contract to a British smelter 
for a good many years. That tin metal resulting from those ores does 
not come to the United States. 

Senator Matonn. Maybe that is part of the deal. What I am trying 
to find out is what you tried to do about it or what the Department o/ 
Commerce tried to do about it. Do you just take what the international 
control offers you and then parcel it out to the people here in this 
country? You said at first that no one suffered. 

Mr. Gerzin. That was my specific function, yes, to parcel it out. 

Senator Mavone. You had nothing to do with trying to arrange 
anything to make more tin available? 

Mr. Geran. That is correct. 

Senator Martone. You are an economist in the Department of State, 
December 17, 1948. Is that true? 

Mr. Gerzin. That is correct. 

Senator Martone. What was your work there? 

Mr. Gerzin. I am in charge of the Nonferrous Metals Branch, 
Metals and Minerals Staff, under the Office of International Materials 
Policy. 

Senator Mavonr. I do not think the next question is necessary now. 
Then you were a part of this outfit from the start, this matter of the 
International Materials Conference allocating the short supply of 
such minerals and materials to various nations? 

Mr. Gerztn. Insofar as my duties were involved; yes 

Senator Maronr. Mr. Brown thinks you were the expert there. 
Everybody has to have an expert. Mr. Lourie says you are the expert 
in this particular questioning, and he agrees with Mr. Brown, so you 
seem to be as far as we can go. You were a part of all of it and helped 
set 1t up. 

Mr. Gerztn. No, sir. Only insofar as certain metals are concerned. 

Senator Martone. That is all I am asking. How many metals! 
What metals? 

Mr. Gerzin. The base metals, primarily, copper, tin, lead, and zinc. 

Senator Martone. They are the ones that have caused us most of 
the trouble, so you must be an expert. Lead and zinc had the market 
broken by an unusually large stockpile allocated to Britain through 
this outfit; is that right? 

Mr. Getzin. No, sir. 

Senator Matone. Go ahead and explain it. 

Mr. Getzrn. Allocations to Britain and to all countries, including 
the United States, were made by the Copper, Lead, and Zine Com 
mittee—— 

Senator Martone. Who were on this committee ? 

Mr. Gerzin. I was only an adviser to the United States representa 
tive. 
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Senator Matone. Now it seems that we have discovered another 
ommittee. Who were on this committee ? 

Mr. Geran. Sir, we had some very qualified men representing the 
United States. The first representative, you may be familiar with, 
vas Mr. Frank Hays, formerly with Phelps Dodge, and now residing 

\rizona. 

Senator Martone. What was his position ? 

Mr. Gerzin. You mean his position in the conference ? 

Senator Matone. Yes. 

Mr. Gerzin. He was the United States representative to the Copper, 
Lead, and Zine Committee. 

Senator Matone. That was the only representative we had? 

Mr. Gerzin. No, sir. He was succeeded—— 

Senator Martone. At the time. You had only one at a time? 

Mr. Gerzrn. One at a time; yes. 

Senator Matone. He handled the zine and lead, also? 

Mr. Gerzin. That is correct. 

Senator Matonr. Does the copper company that you mentioned 
produce any lead and zinc? 

Mr. Gerzin. I beg your pardon. 

Senator Matonr. Does the Phelps Dodge Copper Co. produce any 

nc ¢ 

Mr. Gerzin. I said he was formerly connected with that company. 

Senator Martone. I asked you the question: Does the Phelps Dodge 
Co. produce any lead and zinc? 

Mr. Geran. Certainly. 

Senator Matone. Where? 


Mr. Gerzin. Arizona primarily. 

Senator Matone. Lead and zinc? 

Mr. Gerzin. Yes. 

Senator Matone. Does it produce any great magnitude of lead and 
/ 


ne 


Mr. Gerztn. No. They are primarily copper producers. 

Senator Matonr. How much lead and zine do they produce, now 
that you have mentioned it ? 

Mr. Grerzin. I don’t know. 

Senator Matong. Could you get that information for the record? 

Mr. Gerzin. No, I can’t get that. 

Senator Matonr. Why can’t you? 

Mr. Gerzin. What is that? 

Senator Martone. You had it at that time, no doubt. You are an 
expert. You are in it. 

Mr. Getzin. I did not have the information as to how much lead 
and zine Phelps Dodge Corp. produced. 

Senator Martone. Because they do not produce any appreciable 
amount of lead and zine. I will say that for you. 

Mr. Gerzin. O. K. You probably have better access to it than I do. 

Senator Martone. I know more about it than you do, too, I think, 
but I have no authority in the State Department. That is the reason 
| came to the Senate, I got so mad at things that were being done by 
people who had no knowledge at all about industry, not altogether 
lead and zinc. That includes textiles and all the rest of it. Gen- 








136 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 





erally you find someone at the top of these organizations makes the 
final decision who would not know a pound of ore from a bale of hay 
if they brought it in the room in front of them. You had an exam 
P le of that on television on Sunday. I hope you saw it. I did not see 
it. LTecould not stand it. 

Mr. Gerzin. Lagree with you. 

Senator Matonr. Lam glad you agree with me. 

We were talking about Mr. Armstrong’s record here. Possibly T am 
going into this because of his lack of memory of details that are very 
important to this committee. So we will get these details. It would 
be very helpful if we had frank answers. 

Translator, American Embassy at Moscow, 1939-41. Chief, branch 
office of Lend-Lease Administration, 1939-43. Foreign Economie 
Administration, 1943-45. Director, Russian Shipping Area, War 
“hipping Administration, 1945-46—what did that include, Mr. 
Armstrong ? 

Mr. ArmstroneG, In the War Shipping Administration ? 

Senator MALone. Yes. 

Mr. Armstrona. I had dealt with shipping from the standpoint of 
being an agency which was a claimer for ships during the war. The 
War Shipping Administration asked me to come over for a short time 
at the end of the war and help them run the shipping on the UNRRA 
program. 

That involved the programing of the ships to carry UNRRA relief 
supplies to Eastern Europe primarily. 

Second, it involved some commercial shipments of materials to the 
Persian Gulf. namely, to the oil companies, and it involved dealing 
with the UNRRA organization and with people in the ether Govern 
ment agenc ies. 

Senator Martone. Did you have anything to do with the informa 
tion coming out of the State Department at that time continually, that 
we had to trade with Russia on account of buying manganese / 

Mr. Armstrona. I am sorry, I didn’t hear you. 

Senator Matonr. Did you have anything to do with the Depart- 
ment of State that was continually putting out information that we 
had to have manganese from Russia ? 

Mr. Armstrronc. I had no ecntact at that time with the State De 
partment regarding manganese; no, sir. We carried manganese in 
the ships that came back from Jtussia. 

Senator Martone, You do remember that continually there were 
statements given out by the Scate Department over this period that 
naturally we had to have manganese from Russia ? 

Mr. Armsrrona. 1946-47? I don’t remember any such statements; 
no, sir. 

Senator Mauvone. For your information, I remember them. 

Mr. Armstrona. There may well have been. I just don’t remember 
them. 

Senator Martone. You do not know anything about it, anyway ? 

Mr. ArmstronG. We were carrying cargo that was offered. If 
manganese was offered, we carried it, and we collected freight on it. 

Senator Martone. A continual flood of propaganda came out of the 
State Department all during those years that we must have manganese, 
that we could not get it elsewhere. You do not know anything about 
that? - You never read that in the papers? 
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Mr. Armstrona, In the period while I was in the War Shipping 
Administration, it was not our business to consider the desirability or 
indesirability of shipments. We carried what freight was offered. 

Senator Matone. In any case, you do not know anything about 
that ¢ 

Mr. ARMSTRONG. ] know something -| have heard something about. 
manganese. 

Senator Matone. What did you hear about it ? 

Mr. ArmstrRoNG. I know that manganese ore has over a time been 
one of the imports that this country has obtained from the Soviet 
Union. 

Senator Matone. And you were convinced that it was necessary, 
were you, along with the rest of them ?¢ 

Mr. ArmMstRonG. I think I was convinced that it was necessary, be 
cause there did not appear to be enough manganese elsewhere of that 
grade; and I was also convinced by what commercial people said, that 
they wanted that manganese. But the manganese was in all cases 
bought by the commercial people. 

Senator Mavonr. Not during wartime, I suppose? It was not 
bought by commercial people altogether, was it ¢ 

Mr. Armstrong. During the war, very little manganese came from 
Russia. There was some after 1944. But in the early years there 
was none, because the Black Sea was sealed off. 

Senator MALong. You were convinced, and are you still convinced 
that we have to get manganese from Russia ¢ 

Mr. ArmstronG. I think we can get along without it very nicely. 

Senator Matonr. You are about 7 years behind, but I am glad you 
ure finally convinced. And there is no change in the real situation 
over the 7 years, I would say for your edification. Everyone knew it 
except the State Department. ‘They seemed to want an excuse for 
trading with Russia. You have given that up as one of the excuses, 
I suppose. 

Mr. ArmstronG. We seem to be—as far as I know, we are getting 
enough manganese from other sources, so that is not necessary. 

Senator Martone. And always was available. 

Mr. Armstrong. I don’t know, sir, that it was always available. 

Senator Martone. | am merely stating that for your edification. We 
have had expert testimony on it. 

You can increase the supply by several times in the United States 
under proper principles and policies. If you want to pay the wages 
to American workers instead of 50 cents a day or $2 a day to some 
other nation that will not pay the $12 or $15 a day we pay here 
there would be no drought of manganese in this Nation and in the 
Western Hemisphere. I just thought that information might be useful 
to you later. 

Lecturer, American University, 1945-46. Foreign Service Edu 
cational Foundation—what was that Foreign Service Educational 
Foundation ? 

Mr. ArmstronG. The Foreign Service Educational Foundation 
was the body which ran the School of Advanced International Studies, 
which was an independent graduate school founded in Washington in 
1944, I think. 

Senator MALonE. What was the name of it? 
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Mr. Armstrrone. School of Advanced International Studies. 

Senator Matone. Was that the name of the school ¢ 

Mr. Armsrroné. That is the name of the school. 

Senator Mavone. Is it still running? 

Mr. Armsrrona. It is still running, and it is now part of the Johns 
Hopkins University, and has been since 1950. 

Senator Matone. What were they teaching about this business of 
international trade and other allied subjects 4 

Mr. Armsrrone. You would have to ask the person who taught it. 
I didn’t. 

Senator Matone. You would not know anything about it as long 
as you are only lecturing about it? 

Mr. Armsrrona. I lecture on Russian history, which happens to be 
an early field of activity for me. 

Senator Matone. You did not have anything in your lectures about 
the necessity of trading with Russia or the shortage of certain mate- 
rials in this country ? 

Mr. ArmstronG. No, sir. I don’t deal with that. 

Senator Martone. I think you are dealing with it right now, but | 
am convinced you know nothing about it if that is what you are try- 
ing to convey to me. 

Mr. Armstrone. I do not deal with it in my lectures at the school, 
sir. 

Senator Mavone. Assistant adviser on state trading in the State 
Department, August 26, 1946. Will you tell me what you were doing 
at that time in state trading? 

Mr. ArmstronG. The Department, under the direction of the Assist- 
ant Secretary for Economic Affairs 

Senator Matonr. Who was that? 

Mr. Armstrone. That was Mr. Thorp. Was engaged in the work 
on the ITO charter. 

Senator Martone. You were an adviser? 

Mr. Armstrone. I was an adviser. I was asked to come into the 
Department because I had had experience in dealing with Russian 
matters, and because it was thought there was some possibility that 
the Russians might be in an international trade organization, if there 
were one. I was asked to advise on what problems would arise in 
connection with the Russians if they should appear to be interested. 
They never showed any interest. 

Senator Martone. The Russians did not? 

Mr. Armstrona. No. 

Senator Martone. They also did not show any interest in securing 
Marshall plan money. In several cases those Russians are really 
smart. 

Mr. Armstrona. They are intelligent people sometimes. 

Senator Matone. They refused it, as a matter of fact, did they nof 
Marshall plan money? 

Mr. Armstrone. I believe they did. 

Senator Matone. I guess they thought there might be some obliga- 
tion if they accepted help. 

You were only aaa regard to Russia on this trading business; 
is that it? 

Mr. Armstrone. I was also looking into what state trading was 
conducted by countries other than Russia. Particularly this related to 
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e Russian satellites in the period right after the war, but there were 
some other countries engaged in state trading. 

The general feeling was that state t ‘“ading was not a good thing, and 
that ways should be devised to meet the threat which state trading 
might be to private enterprise, and to see what could be devised to keep 
t from being a serious threat. 

Senator Matone. What did you devise to meet that threat ? 

Mr. Armstrone. We encouraged, in our dealings with govern- 
ments which were still continuing some form of state trading after the 
war, mostly Western European governments—we did our best to 
encourage them to do away with state trading and to go back to private 
trade where that seemed feasible. 

With respect to the Russians, it is obvious that we could not persuade 
them not to have state trading, and we sought to devise ways and 
means which are contained in the state trading articles of the charter, 
whereby the state trading would be put on as commercial a basis as 
possible if there were to be any international code of commercial 
policy. 

Senator Martone. Describe how you thought that might be done. 

Mr. Armstrone. The provisions on state trading you have in the 
charter, sir. They seek to establish the principle that when a govern- 
ment is engaged in state trading, it shall be governed by commercial 
onsiderations and not by political or other criteria. 

Senator Matone. Do you think you have been successful in bring- 
ng about those conditions outside of the nations to which you refer? 

Mr. Armstrong. I think that there was a substantial trend back 
to private trade in a great many countries in the free world in the 
period after the war. I don’t think anybody could expect the Russians 
to move to private trade, or any of their satellites to do so. 

Senator Matonre. How about some of the free nations and their 
financing materials that go into other nations? Did you stop anything 
along that line ¢ 

Mr. Armstrong. I didn’t have anything to do with financing, sir. 

Senator Matone. All you were trying to do in this Department, then, 
was, through suggestions and in various ways, to get nations like 
Poland to resort to private methods of trading? 

Mr. Armstrong. Sir, I don’t think that anybody expected Poland, 
under Soviet control, to move in the direction of private trade. 

Senator Martone. I thought you were referring to the nations that 
were satellites of Russia. 

Mr. Armstrone. No. I said with respect to the Western European 
countries, the countries in what we call the free world, the emphasis 

as to persuade them to drop what state-trading methods they had. 
With respect to countries which had state monopolies, the problem 
was how to devise something which would counteract the bad effects 
of those state monopolies. 

Senator Matone. Are you familiar with some of the trade agree- 
ments that England has with Russia along that line? 

Mr. Armstrone. I have read various trade agreements that the 
British have made with the Russians. 

Senator Martone. Did you stop it there ? 

Mr. Armstrong. On the British side, the methods used were fre 
quently those of private trade. 

Senator Martone. They are frequently not, too. Is that not true? 
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Mr. Armstrona. They are frequently not. On the other hand, the 
British have moved under the present Government a very substantial 
distance in the direction of much more private trade. 

Senator Martone. Did you stop, actually, any of the trade agree 
ments made with Russia under which the vy were to furnish timber and 
food supplies in exchange for manufactured products? Are not those 
treaties a matter of record in the State Department, and are you not 
familiar with them ? 

Mr. Armstrrona. I was familiar with a good many. I am not so 
familiar now with a good many of the arrangements, trade agreements, 
which were made between the countries in Western Europe and the 
countries in Eastern Europe. 

Senator Martone. Did you approve of the methods they were using 
and as a matter of fact now are using? Do you approve of those 
methods? 

Mr. Armstrrone. I do not like trade conducted on the basis of 
government-to-government bilateral trade agreement arrangement. 

Senator Mavone. Is that not about what is going on over there 
now ¢ 

Mr. ArmsrronG. In many cases. But in many cases there has been 
a move away from it. 

Senator Matonr. Do you know of any nation that does not indulge 
in it under the Marshall plan ? 

Mr. Armstrona. In state trading ? 

Senator Maronr. Yes. Could you name some ? 

Mr. Armstrona. The Belgians do a very minimum of state trading. 

Senator Marone. But they do some. 

Mr. Armstrrone. They do some. The United States does some, too. 

Senator Matonr. What are the products that we trade in, govern- 

ment-to-governme nt, under a trade agreement ? 
Mr. Armstrona. We don’t trade government-to-government under 
a trade agreement. The Commodity Credit Corporation, however, 
does sell commercially. 

Senator Martone. You mean where we are trying to get rid of a 
surplus ? 

Mr. Armstrone. Under normal circumstances, even without a sur- 
plus, there can be sales. 

Senator Martone. Has there been any such trading under normal! 
circumstances ? 

Mr. Armstrronc. I don’t know precisely whether there has been or 
not. 

Senator Maronr. You just say there could be under our Consti- 
tution ? 

Mr. ArmsrronG. There can be under the arrangements of the Com- 
modity Credit Corporation ; yes: sir. 

Senator Matonr. But you ‘do not know of any ? 

Mr. Armstrone. Offhand, I do not recall, but there may well have 
been. 

Senator Matonr. Do you know of any arrangements that Congress 
has ever sanctioned except to try to get rid of some things that ‘they 
have in the bins, grains and various surpluses ? 


Mr. Armstrone. That the Commodity Credit Corporation has? 
Senator Martone, Yes. 
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Mr. Armstrone. All I know is that when they have a supply that 
thev would like to sell, the Vy do try to sell it. 

Senator Matonr. Or give it away, or sell at a discount. This morn- 

e¢ we had newspaper reports, which generally prove to be accurate 
n the long run, that our Government is in some kind of negotiations to 

\| butter to Russia for gold. Do you know anything about that? 

Mr. Armsrrone. As I understand it, this question is the question 
of the possible approval of a commercial sale of some agricultural 
products. 

Senator Matone. Butter to Russia was mentioned particularly this 
morning. 

Mr. Armstrona. There has been mention of butter. As far as I 
know, this is being considered by the Government as a whole, by all 
the agencies which are concerned. 

Senator Matonr. Then they are considering seriously selling some 
of their surplus products. 

What other products are they considering besides butter ? 

Mr. Armstrong. The only products I know of that are involved in 
this commercial transaction, which is a private transaction, I believe— 
the only products I know of are butter and, I think, some vegetable oil. 

Mr. Evans. Senator, would you like to have me fill in on that? 

Senator Matonr. Yes. 

Mr. Evans. A firm—I suppose I don’t need to say off the record, 
because I understand the whole record is confidential. 

Senator Martone. The whole record is off the record. 

Mr. Evans. I would like to put this off the record. 

(Discussion off the record.) 

Mr. Morron. May I say that this subject was brought to my at- 
tention this morning for the first time. I heard about it at the Secre- 
tary’s staff meeting this morning. State was asked for an opinion 
on this. A private firm has applied to the Department of Commerce 
for an export license to Geneva. Everybody knows that the end isn’t 
Geneva. Switzerland would not be importing butter. 

Senator Martone. Where would the end be? 

Mr. Morton. The end is, we understand, Russia in the case of the 
butter: and in the case of the vegetable fat, cottonseed oil, one of the 
satellite countries. 

Senator Matonr. In the area that is a danger to the United States. 

Mr. Morton. That is quite correct, sir. 

When this came up this morning, State had not taken a position. 
That it is the first we heard of it. We of course didn’t like the idea 
of an exchange for gold. 

Senator Martone. You mean we do not need the gold? 

Mr. Morton. We thought, sir, if there is any justification for this 
at all, it would have to be on the basis of a strategic material of some 
sort, if we need any, and it should be examined in that light. 

We further qualified it that the appropriate committees of Con- 
gress should be consulted before we consummate any deal. 

Senator Martone. I think you are smart in doing that, but I have 
been very intrigued about this definition of “strategic,” not shipping 
anything of a strategic nature to Russia or the satellite countries. 
You must be aware—you are old enough. You must have been in at 
least one war—shirt buttons are a strategic material when you are 
getting ready for a war, if you a not have the shirt buttons. Cer- 
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tainly food to feed a civilian population getting ready to fight is one 
of the most strategic things on earth. 

What is the criterion for strategic materiels under the Battle Act? 

Mr. Morton. Under the Battle Act, it is a relative matter. I quite 
agree with you that it can be argued that practically any material is 
strategic. 

Senator Martone. Anybody in his right mind knows you have to 
eat to get ready for war. 

Mr. Morton. Yes, sir. The classification is purely a relative classi 
fication. 

Senator Martone. It is up to the President of the United States, and 
he allocates that authority to someone like the State Department, | 
suppose, some department. 

Mr. Morton. Defense has a primary interest in it. 

Senator Martone. I understand in the tanker case, the Department 
of Defense said that anything that helps the enemy is strategic. I 
want to remind you again, while I have you fellows here, that in 1949 
or 1950, the Malone-Kem Resolution prevented shipment of any goods 
paid for by the United States under the Marshall plan or any of these 
trick plans, to any country behind the Iron Curtain, so- called, or to a 
potential enemy of the United States; in other words, prohibiting it, 
which is proper, and I hope Congress has the gumption to do it again. 
But the Battle Act was immediately introduced; propaganda from 
your Department spread all over the United States put it through. 

Here was the great Battle Act that was going to prevent these ship- 
ments. It did not say they were repealing the only resolution that 
Congress had ever passed that would prevent it, and leaving it in the 
hands of the Executive to say what could be shipped. It did not tell 
the American people that at all. 

You were successful in getting it passed. You repealed the reso- 
lution. 

Now you can ship butter, you can ship any foodstuff on earth. 

If it is because you need the gold, that would be one thing. I do 
not know just why you would need it, with twenty-one or twenty-three 
billion dollars of it here. Do you have any idea that we would do it 
because we needed gold ? 

Mr. Morton. No, sir. I come from very close to Fort Knox, and 
I can assure you that I am not concerned about our gold reserves. 

Senator Maronr. I have a little concern about them. I would like 
to see a full investigation to see just what there is down there, because 
the money we have been appropriating, Marshall plan and all the rest 
has enabled European countries to earn dollar balances — *h they use 
to buy the gold, and they have been shipping it across. I do not know 
what else they have been used for. 

As far as I am concerned, I am a sound-money man, too. There 
ought to be something behind this money besides printing presses. 
Twenty-one years of propaganda has not moved me very far from 
that position. 

Nevertheless, if they need more gold, we might weigh the need 
against giving them some guns. 

To me, this is one of the outrages that has been put on the American 
people who are doing their best to pay taxes that they cannot pay, for 
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the departments to get out from under a surplus that is becoming 
embarrassing to them. ‘That is all it is. 

I hope you have the gumption to turn it down. 

Mr. Armstrong, before we finish with you, I want to find out some 
of your thoughts on this matter. I think we have a few of them. 

You have been teaching here ‘for some years, and you have been a 
part of the Government for the last 12—is that about right? 

Mr. Armsrrone. I have been with the Government since 1939. 

Senator Martone. You have been with the State Department and 
with the Foreign Economic Administration. That was Mr. Wallace’s 
outfit, was it not? 

Mr. ArmstroncG. No, sir. Mr. Crowley headed that. 

Senator Matonr. Who inherited it after Mr. Crowley left ? 

Mr. ArMstrrone. It was terminated. Mr. Crowley was the only 
Administrator of the Foreign Economic Administration. 

Senator Matone. What was it Mr. Wallace had ? 

Mr. Armstronc. Mr. Wallace was in the Board of Economic War 
fare, I think, in the earlier stage, and subsequently in the Department 
of Commerce. 

Senator Matone. It had to do with the foreign economics of all 
this business. 

You are familiar with the Paley report, are you, on raw materials? 

Mr. Armstrong. I have read the first volume and some sections 
of the balance. 

Senator Martone. What is that ? 

Mr. Armstrone. I have read the first volume, and some sections of 
the volumes that followed. 

Senator Mavone. Do you agree with the Paley report ? 

Mr. ArmstronG. There are some things in it that I am inclined to 
agree with, and some things that I am inclined not to agree with. 

Senator Martone. What are the things that you agree with 4 

Mr. Armstrone. I am inclined to agree with the point of the 
urgency of examining where you stand ‘with respect to resources so 
that you can have an adequate factual basis upon which people can 
make decisions. 

Senator Martone. How would you go about determining that 
status ¢ 

Mr. Armstronc. The people who did the work on the Paley Com- 
mission, as I understand it, reviewed the facts and the forecasts and 
the judgments with qualified people from the respective industries 
and from the respective departments of the Government. 

Senator Martone. I have not asked you this question, but I presume 
you do agree with the policy administered by the State Department, 
of fixing duties, imposts and excises, which we call tariffs, by agree- 
ments continually lowering the protection of these industries. I sup- 
pose you agree with it. I will ask you the question if you do? 

Mr. Armsrtrone. Sir, I agree with the policy of the executive branch 
of the Government expressed last year in asking for a 1- year renewal 
of the act and requesting an examination of foreign economic policy 
by the commission which was appointed. 

Senator Matone. That was not what I asked you at all. Do you 
agree with the policy followed for 20 years? 
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Mr. ArmsrroneG. I agree with the principle of making reductions 
in trade barriers where these can be proven to be in the national 
interest. 

Senator Martone. Who is going to judge the national interest ? 

Mr. Armsrrone. I think the President is the person to make the 
judgment. 

Senator Martone. Then you agree with the policy which has been 
followed for 20 years ¢ 

Mr. ArmsrronG. I agree with what I have just stated, s 

Senator Manone. State it.again. 

Mr. Armstrone. I said I agree with the principle of reducing trade 
barriers to serve the national interest, and I do not agree with the 
reduction of barriers where this will materially harm or injure a 
domestic industry. 

Senator Martone. What do you call barriers? 

Mr. ArmsrronG. Tariffs are a barrier. Quotas are a barrier. 

Senator Martone. Did you ever hear a tariff or a duty as set up 
in the Constitution of the United States called an “equalizer” or 
some kind of a payment into the United States Treasury that might 
make up the difference between the taxes they do not pay here and 
the wages in another country, and some of the factors like the dif- 
ference in the wage standard of living? Would you still call it a bar 
rier if it only made up that particular amount ? 

Mr. Armstrone. I think it would be possible to describe that as a 
barrier. 

Senator Martone. There would be no doubt from your standpoint, 
and your record is pretty clear in that regard, that what you want to 
do is to bring in these materials regardless if it changes the character 
of employment in the country. In other words, if you can get lower 
wages some place with the same machinery and technicians, and you 
can undersell production here, you think those barriers should be re 
moved, if you call them barriers ¢ 

Mr. Armstrone. I think the barriers should be removed, but I do 
not think that serious injury to domestic producers should be caused. 

Sen: = Martone. Who should be the judge / 

Mr. Armstronea. I think the system of the escape clause, and the 
applic ation which is possible for the escape clause to the Tariff Com 
mission, is a good system. 

canter Matone. Do you know of any escapes that have been ne- 
gotiated through the escape clause of any magnitude / 

Mr. Armstrone. I don’t know of any, sir; no. 

Senator Matone. I don’t, either. 

Mr. Armstrone. But I am not fully informed on that. 

Senator Martone. I am pretty fully informed on it, to my great 
chagrin. But you do agree with what we are doing now and you 
would like to see it continued ¢ 

Mr. Armstronc. That is rather a broad question. 

Senator Martone. No, it is not very broad. You are a grown map, 
and you have been working on this thing, and have had a leading part 
in it for some time under three Presidents. 

Mr. Armstrong. Sir, I have not had a leading part 

Senator Marone. You have had a part in it, and you have written 
letters and memos that have come to light accidentally, and then on 
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purpose, in a committee of this kind, that guide the top layer. Is that 
not about true? 

Mr. ArMstronG. Sir, I do my job as honestly and sincerely as I can. 

Senator Martone. I know you do it honestly, but that is not what I 

isked you. You do write these letters and memos, and you do enter 
into these negotiations, and you do agree with the policy that is bein; 
followed ? 

Mr. Armstrong. I have had a very small part in the trade agree 
ments, sir. 

Senator Martone. I did not ask you that. You do write these memos 
and letters, to be signed by somebody else often, and you do agree with 
the policy being followed ? 

ee ARMSTRONG. I agree with the policies now being followed 

‘ Department of State; yes, sir. 

Senator Manone. You do often write these memos and letters that 
are being considered and often signed by the higher echelon, is that 
true? 

Mr. Armstronc. Yes, sir rage in draft work for superior 
officers. 

Senator MALonge. I notice there is a letter here from A. W. Vanaman 
major gene ‘ral, USAF, commandant, to you, Mr. Armstrong, dated 
November 8,1951. It reads: 


The faculty and student body of the Industrial College of the Armed Forces 
appreciate greatly your contribution to this year’s course of instruction in natural 
resources. Your discussion of international materials policy furnished a fine 
insight into the principles and procedures involved in the international alloca- 
tion of resources, 

We are grateful for your continuing interest and assistance in furthering the 
mission of this college. 

It is hoped that we may call on you again in the future for participation in 
our activities. 


You received that letter, did you? 
Mr. Armstrona. Yes, sir. 
(Document No. 17 is placed in the record at this point “) 


INDUSTRIAL COLLEGE OF THE ARMED FORCES, 
OFFICE OF THE COMMANDANT, 
Washington, D. C., November 8, 1951. 
Mr. WiLuIs C. ARMSTRONG, 
Acting Special Assistant, 
Office of International Materials Policy, 
Department of State, Washington, D. C. 

Dear Mr. ARMSTRONG: The faculty and student body of the Industrial College 
of the Armed Forces appreciate greatly your contribution to this year’s course of 
instruction in natural resources. Your discussion of international materials 
policy furnished a fine insight into the principles and procedures involved in the 
international allocation of resources. 

We are grateful for your continuing interest and assistance in furthering the 
mission of this college. It is hoped that we may call on you again in the future 
for participation in our activities 

Sincerely yours, 
A. W. VANAMAN, 
Major General, USAF, 
Commandant. 
[Declassified: J. B. Morton.] 


Senator Matone. What contribution did you make? What was 
the nature of the instruction in natural resources that you gave from 
the Office of International Materials Policy to this commandant ? 
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Mr. Armstrona. The Industrial College of the Armed Forces in- 
vited me to come down and talk about international resources and 
materials problems. I went down and talked for probably three- 
quarters of an hour, and answered questions for probably half an hour, 

Senator Martone. Did you have any written notes of any kind? 

Mr. Armstrona. I don’t know that I did. I had no text of a speech; 
no, sir. 

Senator Matong. Was there any record kept of this conference? 

Mr. Armsrrone. I don’t know whether anybody kept a record or 
not. You would have to ask the Industrial College of the Armed 
Forces. I doubt that any was. It was a sort. of discussion. 

Senator Matonge. Would you give us a kind of résumé in a few 
minutes of what were your instructions on natural resources ? 

Mr. ArmstronG. I wasn’t instructing anybody, sir. I was simply 
presenting facts and problems and considerations in connection with 
resources, 

Senator Martone. What were some of these facts that you presented ? 
What did you talk about? 

Mr. ArmstroncG. Mostly I talked about the IMC, and what I said 
about the IMC was substantially what was contained in an article in 
the State Department bulletin which appeared over my name regard- 
ing the IMC, which is available for the record. 

Senator Mavone. Do you have it with you? 

Mr. Armsrrone. I don’t have it with me; no. 

Yes, I think I do. 

Senator Martone. Will you submit it for the record ? 

First, let the chairman take a look at it. [Examining document. | 


Here is a very interesting paragraph: “The International Materials 
Conference—by Willis C. Armstrong, Acting Special Assistant, Office 
of International Materials Policy.” That is a very impressive title. 
I am impressed by it, myself. This is from the State Department 
bulletin dated for release July 1951. You say very early in your 
article: 


The United States is fortuante in possessing large supplies of some of the most 
important agricultural and mineral raw materials. But there are many raw 
materials which are located predominantly in other parts of the world. Con- 
sequently if our industry is to flourish, we must import an ever-widening range 
of essential supplies, primarily from Asia, Africa, and South America. 

At the same time, other manufacturing countries, primarily in Western Eu- 
rope, look to us as an exporter of some of the raw materials which they require 
for their industrial establishments. A very high level of international trade in 
raw materials is therefore essential if the industries of the Uinted States and 
the Western European countries are to maintain their output of finished goods. 
Countries in other parts of the world which are primarily engaged in producing 
raw materials must import finished goods from Europe and the United States, 
especially if they are to continue and expand their production of the raw materials 
which we need. 

The United States has the largest demand for raw materials of any of the 
manufacturing countries, because of our high standard of living and the very 
size of our country. In addition, many countries look to us for material and 
financial assistance and expect to be able to buy from us the most highly devel- 
oped instruments of production and capital equipment, so that they may proceed 
with the development of their own economies. Because we are deficient in many 
materials, and because we must be prepared to mobilize quickly for defense and 
to assist our friends in their defense, we decided several years ago to establish 
and maintain stockpiles of critical items. These would be available, in the event 
of war, to supply our industry in a full-scale war effort. * * * 
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This is a very interesting document. I think we will accept this as an 
exhibit, whatever number it is, and just have it for the benefit of the 
ommittee. 

(Document No. 37 appears in the text at p. 95.) 

Senator MALONE. We will recess until 2 o’clock tomorrow afternoon 
ind continue the examination of the documents. 

[ hope you can be here, Mr. Secretary, with your advisers. 

(Whereupon, at 5 p. m., the hearing was recessed until 2 p. m., 
Thursday, January 14, 1954.) 








STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


THURSDAY, JANUARY 14, 1954 


Untrep Srares Senate, Spectra SUBCOMMITTEE ON 
Minerats, MATERIALS AND FuEts Economics 
OF THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D.C. 

The subcommittee met at 2:15 p. m., pursuant to recess, in the com- 
mittee room, 224 Senate Office Building, Washington, D. C., Senator 
George W. Malone, Nevada (chairman of the subcommittee) presiding. 

Present: Senator George W. Malone, Nevada (chairman of the 
subcommittee). 

Present also: Jerome S. Adlerman, counsel to the subcommittee: 
George B. Holderer, committee engineer; and Richard G. Sinclair, 
subcommittee accountant. 

Senator Matone. The subcommittee will be in order. 

We will try to complete our work this afternoon. I do not want to 
prolong it. 

I wanted to complete my questioning of Mr. Armstrong at this time. 


STATEMENT OF DONOLD B. LOURIE, UNDER SECRETARY OF STATE 
(FOR ADMINISTRATION); THRUSTON B. MORTON, ASSISTANT 
SECRETARY OF STATE FOR CONGRESSIONAL RELATIONS; JOHN 
W. EVANS; WILLIS C. ARMSTRONG, OFFICE OF INTERNATIONAL 
MATERIALS POLICY, BUREAU OF ECONOMIC AFFAIRS; EDMUND 
E. GETZIN, METALS AND MINERALS STAFF, STATE DEPARTMENT; 
AND FREDERICK WINANT, SPECIAL ASSISTANT TO THE ASSIST- 
ANT DIRECTOR FOR MATERIALS, OFFICE OF DEFENSE MOBILIZA- 
TION—Resumed 


Senator Matone. First I want to emphasize how important I think 
this testimony is in the matter of making available to the United States 
of America the critical materials that we need in time of war. At the 
present time we are arguing about whether to sell butter and foodstuffs 
for gold so that we will not have to whip a poorly fed army. 

I want you to understand, Mr. Lourie—your experience here in the 
Government has been limited, the same as mine. Anybody who has 
been in Washington less than 10 or 15 years is a little bit limited. 
They come here early in their lives and die here. I want you all to 
understand that I have the most friendly feeling for you personally. 
If at times it might appear otherwise, I am sorry, because I do not 
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intend it to be. I want you to know, too, that I think you have just a 
much right to your opinion, whatever it might be, as I have or as any 
Senator on the Senate floor may have. It is not a question of what 
you believe or what you are doing. It is a question of finding out fo. 
the record what. it is. 

The only time the Chair ever has a record of being irritated is when 
it takes so long to get an answer to something which seems to be 
very simple question. 

Mr. Armstrong, with that understanding—and of course I knoy 
you do know that I am not trying to direct you in any way in you 
Job or your life—I am going to ask you a question which I hope you 
will answer just as frankly as I am asking it. 

What is the real purpose of your work as you have experienced 
over the years? Now, you are a settled individual. You hav 
helped work out a great many of these policy matters, probably more 
than most of the public realize. What is the real objective of build 
ing up the production from foreign nations and stabilizing their prices 
at a profit to them such as has been done with rubber? Iam not parti: 
ularly concerned with rubber at this point but using it as an illus- 
tration. What is our interest in it and what is our real objective for th: 
good of the United States of America. 

Mr. Armstrong. Senator, you asked me first what my general objec 
tives in working for the Government are. 

Senator Maronr. Yes. What is the real objective for the good of 
the Nation ? 

Mr. Armsrrone. The objective of foreign economic policy, as I se 
it, is that we shall have a prosperous United States and that we sh: all 
have prosperous and friendly countries in the rest of the world. I 
recognize that there can be a great many differences of opinion as to 
how these objectives can be brought about. It seems to me these are 
the objectives. 

Senator Matonr. I think that is a very laudable ambition and : 

very laudable objective. How do you think you are carrying them 
out? How do you think you are reaching the objectives through the 
policies you are following? 

Mr. Armstrone. Sir, the policies of the Government are established 
by officials at the top of the Government, and the process by which 
those are formed is the business of the people at the top of the Govern 
ment, as I see it. The business of the civil servant is to recommend 
what he thinks is right, and to carry out the policies that have been 
decided upon by higher authority. 

Senator Martone. That is what you have been doing for the 16 
years or whatever it is you have been engaged in this work? 

Mr. Armstrone. Yes, sir. 

Senator Martone. You have not found it necessary to change your 
policies at all in the last 2 or 3 years, have you? 

Mr. Armstrone. Many things change from time to time, Senator 

Senator Matonr. What has changed in the last 2 or 3 years in the 
matter of foreign economic policy? 

Mr. Armstronc. There have been different factors in the situation. 
There was a situation in 1950 and 1951 in which there was a great 
shortage of raw materials and a great need of them for defense | pur- 
poses in the Uinted States and other countries. Conse uently, the 
policies which were adopted by the Government were designed to al- 
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viate the shortages and to see to it that the defense economy did not 
suffer. 

The world has moved out of that period of shortages into a period 
of surplusses in some commodities and softness in other commodities. 
here are hardly any shortages left. 

[he problem in surplus times is to see what reasonably can be done 
to ease the bad effects that come from too much of a softening of the 

arket. We have that problem domestically. Other countries have 
that prob lem, too. Alw: ays your objective shoul | be, I think, to try 
to arrive at solutions which don’t hurt people and which can give 

e possibility of further growth and development and recovery where 
recovery seems feasible and possible. 

Senator Matone. You are talking now about the purchase of ma 
terials from foreign nations where you can secure these materials at 

lower cost ¢ 

Mr. Armsrrone. I was talking about the general problem that you 

ave when you get into a surplus period as compared with the problem 
you have in a shortage period, and there is a great difference between 
the situation as of 2 years ago and the situation now. 

Senator Matonr. What do you think the situation is now? 

Mr. Armstrone. There is a good deal of softness in a good many 
commodity markets. 

Senator Matone. What causes that, in your opinion ? 

Mr. Armstrona. One thing that happens is that your demand falls 
off when you move out of an emergency period, and you get a lessened 
demand for materials. Another is that at the time there was a short- 
age, a lot of people thought, both Government people and private 
people, the shortage was going to last a long time, and they put a lot 
of effort to get expanded production later, and perhaps the demand 

as fallen off and you have some maladjustment. 

Senator Matoneg. Are you speaking of domestic production or for- 

ign production % 

Mr. Armsrrona. I am speaking of both. 

Senator Martone. Now your prohlem is to take care of both, is 
that it? 

Mr. Armstrone. I think you have to try to arrive at solutions to 
problems which will take account of not only your domestic ones but 
your foreign ones. You can’t try to do something for foreigners and 

not take care of your own people. You can’t take care of your own 
people, I think, exclusively without regard for the problems that the 
foreigners have, because the world is too interdependent. 

Senator Marone. In other words, you believe that we should have 
this freer trade that we talk about, to take care of the production of 
foreign nations ? 

Mr. Armsrrone. I believe that wherever the Government acts in 
any of these problems, it should act in such a way not only to protect 
(lomestice interests, but also to keep an eye on the problems faced by 
other countries. 

Senator Matone. How would you do that? Let’s get down to bed- 
rock. Now we have had all the speeches. 

Mr. Armstrong. It depends in each case on what your commodity 
s and what your 

Senator Martone. Well, pick one. 

Mr. Armstrone. The one I know the most about is rubber 
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Senator Matonr. What would you do about rubber ? 

Mr. ArmsrronG. I am not sure that we need to have Government 
intervention in this. We have a problem which comes because of the 
fact that the Government is in the synthetic rubber business. I think 
one of the most important things that we can do in this country is to 

carry out the law which was passed by the Congress last summer for 

disposal of the synthetic rubber plants to private industry. I think 
this would do a good deal to contribute to a rational solution of the 
rubber problem. 

Senator Martone. What do you call a rational solution ? 

Mr. Armstrone. I think a rational solution of the rubber problem is 
one in which you don’t have governmental or intergovernmental inter- 
vention in the market in rubber, and in which you have privately owned 
synthetic rubber plants competing on a free basis with the private ly 
owned plantations abroad. I think they both can compete evenly. 
I think that has been demonstrated. I think that neither will suffer 
as a result of the competition. 

Senator Matonr. What was the rubber agreement, then, that we 
were negotiat ing ? 

Mr. ArMsrronG. The rubber agreement is one that some of the 
natural rubber producing countries would like to have because they 
are worried over the present low level of price for natural rubber. 

Senator Matone. What would the agreement contain, then ? 

Mr. ArMstronG. It would provide for a means of buying in rubber 
when the price was too low, and selling it out at a ceiling price so as 
to take a certain amount of rubber off the market and keep the market 
from dropping too low. 

Senator Martone. It would be a kind of a world operation ? 

Mr. Armstrone. It would involve quite a number of countries; yes. 

Senator Martone. A good deal like the world stockpile that wae 
described yesterday, proposed by the United Nations committee ? 

Mr. ArmstronG. No, I don’t know that it would be much like that. 
It is hard to tell exactly how it would work. The people who are sug- 
gesting it would like to have it work so that they would not run into 
a completely distressed price for natural rubber. 

Senator Martone. Is that predicated on the good of this country, 
that is, that we might run out of rubber, or something of that nature / 

Mr. Armstrone. It is clear that we do need some natural rubber in 
the security sense, and it is clear that we need a fair amount in the 
commercial sense. 

Senator Martone. Do you know how much we need, or at least do you 
know how much we need in the commercial sense ¢ 

Mr. Armstrrone. It depends on what the manufacturers choose to 
use. I think manufacturers should be free to use as much natural 

or as much synthetic as they see fit. 

Senator Matonr. How much do they have to have? 

Mr. Armsrrone. There are many expert opinions, and they differ 
somewhat. I think you can make a perfectly good tire with probably 
70 percent synthetic rubber. You probably can make a moderatel) 
cand tire with a higher percentage of synthetic rubber. But it seems 
clear that the best tire you can make is a mixture of both synthetic 
and natural. 
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Senator Matone. And there is some difficulty ahead, you think, in 
being able to secure that 30 percent or 20 percent or 10 percent, what- 
ever we need ? 

Mr. Armstrone. The argument that is made is that—I am not 
‘aiming that this is necessarily the main cause, but still there is an 
irgument which is made which is this: If the price of natural rubber 
continues at to low a level for a substantial period of time, a fair 
number of plantations or rubber farms, small farms, might go out of 
commission because they could not get enough to cover their costs; 
ind that subsequently, with a general increase in demand for rubber, 
which seems likely in view me — continued output of automobiles, 
there might arise a situation in which you had a shortage, and that 
it would be—— 

Senator Matonr. Peacetimes ? 

Mr. Armsrrone. In peacetime, yes. It is conceivable that you 
could have a shortage - rubber within 5 or 6 years if the demand 
trend continues the way it does and if no new production comes in. 
It takes 7 years from the time you plant the mi ber tree until the 
time you vet the output. 

Senator Matonr. Then your idea is that we should take some re 
sponsibility in some kind of guaranteed world price that would guar 
inteea profit to these plantat ions to stay in business ? 

Mr. Armstronea. I am not arguing that, sir. I say that is the 
argument which is made. 

Senator Matone. What do you think about it? I am more inter- 
ested in what you think and whi . you propose to do than what some 
of the other countries might do, because we are not likely to do any 
thing that the State Department does not recommend. It might even 
be that we have reached the point where we will not do some of the 
things which they do recommend, but that remains to be seen. 

Mr. Armstrona. Sir, I think there is some merit in the argument 
that plantations might go out of production, might not replant, might 
not maintain their level of production, and that consequently the 
world might suffer from some shortage of rubber later. I don’t know 
that that is necessarily an essential point for the United States, be 
cause obviously there is still going to be substantial rubber production, 
and we have a synthetic industry, and that again can be expanded, 
also. That is the only short-term possible expandable part of your 
rubber-production economy, the synthetic plant. 

Senator Matone. We intend to get some further testimony on what 
percentage of natural rubber we can use, what we need, and what we 
have to have. I presume, however, that you have that information. 

Mr. Armsrrone. I know what a lot of people have said about it. 
[am not a technician. 

Senator Matone. Do you know what the men in the rubber business 
say about it, those who are technicians? 

Mr. Armstrona. Yes. 

Senator Martone. What do they say ? 

Mr. Armstrone. There is a variety of opinion among them. 

Senator Matonr. Name 1 or 2 of the technicians and what they 
say. What do the Goodyear rubber people say ¢ 
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Mr. Armstrona. Sir, I have to make this qualification: The rubber 
people do not tell outside of their own companies what they conside: 
to be the best mix for a tire, because they consider that to be part of 
their commercial secrecy, so I don’t know. ‘They want their tires to 
compete on the basis of quality. I know that they are very ingenious 
and that they can make a good quality product at varying percentages 

Senator Martone. In fact, they can make a pretty good tire without 
any natural rubber, can they not ¢ 

Mr. Armstrona. I don’t think they can; no, sir. I don’t think you 
can make a good tire without any natural rubber. 

Senator Matonr. We will get expert testimony on that. 

I presume, of course, that whatever you would recommend would 
be for the best interests of the United States. 

Mr. Armsrrona. I would not recommend it unless I could support 
the recommendation quite sincerely on that basis. 

Senator Matone. I knew that. If it developed that you could not 
get this natural rubber on which you are stabilizing the price for in 
time of war, would that influence you at all 

Mr. ArmsrroNna. Sir, we are not acting to do any stabilization at 
this point. There is before the world a suggestion from the natural 
rubber producing countries, but we have not taken a position on that. 

Senator Matone. What other reason would there be for such 
conference ¢ 

Mr. Armstrrona. One of the things that is important in this matter 
is the question of the way the people of southeast Asiay where there 
is a good deal of threat of Communist activity and where there is 
some actual warfare, feel about their future. 

Senator Matone. How do you think they feel, right at that point? 

Mr. ArmsrronG. I think they feel a little uncertain about their 
future when they look at the rubber price. 

Senator Maton. Is that the only uncertainty they have? 

Mr. Armstrong. No; that is not the only uncertainty, but it is a 
major uncertainty because so many people in the area are engaged 
in rubber production. 

Senator Matonr. Maybe they might be in the position of some other 
people. If they are producing more rubber than is needed in the 
world, maybe there are too many plantations. 

Mr. Armsrrona. I think one thing they should do in the shorter 
term—and this point has been suggested to them—is to take the old 
trees out of production now and replant with new trees. This would 
cut down the output now to correspond with the lower level of demand, 
and would bring it in later. 

Senator Matonr. Who would pay for that operation ? 

Mr. ArmsrronG. They would pay for it. 

Senator Matone. It is not intended that we contribute to that? 

Mr. Armstrong. No, sir. It is quite within their means to take 
care of it. 

Senator Marone. I was out in the South Seas in 1943, and whenever 
we mowed down a coconut tree in the protection of somebody, we 
paid for the tree. I did not know but that you had that in mind, too. 

Mr. Armstrona. No, sir; not at all. 

Senator Martone. I was in Singapore and Saigon in 1948, and got 
around a little there. Do you think that we must assist in the protec- 
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tion of those areas, and would you recommend that the United States 
enter into an agreement to stabilize the rubber price to hold these 
plantations in production ¢ 

Mr. Armstrona. Sir, I don’t have any recommendation on that point 
at this time. 

Senator Martone. You are considering it, are you not ? 

Mr. ArMsTRONG. It is a part of my obligation to consider this, and I 
would recommend to ry Superiors whatever I thought right when 

isked for an opinion, but I think that this is a judgment which must 
be made at a very much higher level than mine. 

Senator Matone. I have seen a good many of these recommendations 

d letters signed by higher level officials who did not know much 

bout the letters or the recommendations. I think we are getting to 

e point that somebody must scrutinize them. 

In this committee we are trying to find out how to make these 
materials available to this country in time of war. The areas that 
you are talking about—Singapore and southeastern Asia—naturally 
would not be available to us in time of war, so all you could possibly 
do would be to buy a stoe kpile. 

Mr. ArmsrronG. Which we have. 

Senator Matone. Which we have, and they say it is running out of 
ourears. Now you are talking about an agreement that will kee »p these 
people producing. How would you do that which would not cost us 
more money that we could afford ¢ 

Mr. Armstrrone. I think that from the standpoint of our national 
security in terms of the availability of rubber in the event of war, I 
think we have security in rubber. I think we have enough natural 
rubber in the stockpile, and I think we have a good synthetic industry. 

Senator Martone. Have you ever investigated the possibility of the 
availability of natural rubber from Brazil ? 

Mr. Armstronea. Brazil is a net importer of natural rubber, sir. 

Senator Matone. I understand that. Don’t get me to look up the 
record and bring you back in a day or two to straighten something out. 
Tell me the story on Brazil. 

Mr. Armstrone. Sir, I was not familiar 

Senator Martone. I can go get it and bring you back and ask you 
some questions that will be embarrassing to you, because I am sure you 
know it already. 

Mr. Armstrone. Sir, I had nothing to do with anything connected 
with rubber until 1949, and I don’t know what happened before that. 

Senator Martone. That is about 5 years. That ought to be long 
enough. 

Mr. Armstrone. Since 1949, the question of rubber production in 
Brazil has been one of some efforts being made by some people to 
produce rubber on plantations there. 

Senator Martone. Let me ask you, what is the consumption of rubber 
in Brazil annually ¢ 

Mr. Armstrona. I am sorry, I don’t remember the figure. 

Senator Matone. That consumption alone is not enough to justify a 
rubber industry, perhaps. It was looked into one time, as a matter of 
fact not too long ago. It is not being done right now, and I think it 
should be. If we have to have some rubber in wartime, which we 
would have to have in a long war, outside of our stockpile, you have all 
the rubber you need in the ‘United States in synthetic rubber and you 
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probably can get all you need for war in a 4- or 5-year program in 
Brazil. It has been testified here by some rather competent people that 
the Western Hemisphere is going to be our dependable source of sup- 
plies in case of war. 

Would you not think that it would pay the State Department, if 
they are investigating the rubber business, to investigate that possi- 
bility ? 

Mr. Armsrrone. Sir, for quite a long time there has been a program 
in Latin America which has been, I believe, financed by the United 
States in part, to encourage the scientific development of disease- 
resisting strains of rubber, and I believe that program has been a 
successful one. 

Senator Martone. Are we still financing the program ? 

Mr. Armsrrone. I believe we are; yes, sir. 

Senator Martone. What would you say, then, if you are familiar 
with the situation there, would be the possibility over a period of years 
of having a source of natural rubber in wartime from Brazil ? 

Mr. Armsrrone. I believe, sir, that the problem of natural rubber 
in Brazil, as in other countries in Latin America, is that there is not 
a readily available supply of suitable plantation labor. 

Senator Martone. I was not talking about a readily available sup- 
ply. There is no readily available supply of any labor that has not 
been used. 

Mr. Armsrrone. The question would be whether you could attract 
in to your rubber plantations in Latin America enough people from 
other lines of activity to be able to make it go. 

Senator Matone. It has been said—maybe you know if this is true— 
that the rubber from the Mal: ayan States was first transplanted from 
srazil. 

Mr. Armstrona. I believe that to be true, sir. 

Senator Martone. And that natural rubber will grow in Brazil; 
that there is some disease danger, but that much progress has been 
made along the line of improving the product there. Is that not 
true ¢ 

Mr. Armstronc. Yes, a good deal of progress has been made 
developing the disease-resistant strains. 

Senator MAtone. Would you not say that if a little more attention 
was given Latin America—this is only rubber we are discussing now, 
but we have evidence that practically every raw material we need can 
be supplemented and our produc tion can be materially increased by 
protection of the labor and the investors of this N: ation with no more 
protection than a duty that would make up the difference between the 
standard of living wages here and in the chief competing country. 
That would increase our production here in many of these materials 
and in South America and Canada. 

Is your main concern on stimulating production in the Western 
Hemisphere of those items we can’t fight a war without, or are you try- 
ing to figure out the economic stability of all the nations of the work " 

Mr. Armstrona. Sir, I think you have to have regard for both o 
them, because one of the major factors in the question of economic 
stability for, say, countries in southeast Asia is that if you have reason- 
able economic stability and opportunity for development there, it is 
quite possible that conditions may develop in such a way that you wil 
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be contributing to the prevent ion of a war, and consequently to a very 
ch more satisfactory situation. 

Senator Matone. In other words, you are working on the economics, 

build up the economics of these Asiatic and European countries, 
and that is your chief concern at the moment. 

Mr. Armsrrone. My chief concern, sir, is the welfare of the United 
states as 

Senator Matonr. As judged by you in the State Department, is 
that right? 

Mr. ARMSTRONG. As decided by the administration for which ] work, 

senator Manone. You are clirected, then, to go into these rubber 
conferences and if, in your judgment, agreements should be signed to 
stabilize this price, you will recommend it to the Secretary ot State 
or your superior, and then it will be on its way; is that right? You 

1ave your directions. 

Mr. Armsrrone. I do not operate in matters of such importance 
without explicit directions from my superiors 

Senator Matong. You do have such directions, to enter into these 
rubber conferences and to recommend such an agreement if, in your 
judgment, you should have a stabilized price for the economic develop- 
ment of these particular countries ? 

Mr. ARMsTRONG. Sir, | am not instructed what I should recommend, 
obviously, but 1 am instructed as to what my limitations are when 
I have to go to an international meeting on rubber. 

Senator MALone. If you will pay close attention to the question, I 
will state it again. Are you directed to go into these conferences and 
then recommend the stabilization of the international rubber price if 
in your judgment it will lend further economic stability to these 
countries / 

Mr. ArmstronG. That would be only one criterion. There would 
be also the criterion of whether this would promote the national 
interests of the United States, and whether it would be a feasible 
thing to do. All those considerations would have to be taken into 
account in any recommendation which I made. 

Senator Martone. But you are considering this matter now from 
the standpoint of the economic stability of the countries and its con- 
tribution to the materials that we need here in time of war? 

Mr. Armstrona. Sir, the question of the security in terms of the 
materials we need in time of war, I think is in rubber reasonably well 
taken care of already. I think the question of economic stability of 
the areas of the world that produce rubber is a second and separate 
question, and it is related to a general foreign policy of having the 
kind of a world in which war is less likely, and in which the countries 
of the free world can have a reasonable living while we are also having 
a reasonable living. 

Senator Matone. I think you have answered the question. You are 
now concerned, as a member of the State Department, in trying to 
arrive at a stabilized rubber price, and naturally someone there was 
also on the tin agreement, and others on other agreements—wheat 
agreements and others—on a basis to assist these countries economi- 
cally. 

Mr. Armstrone. Sir, may I make a statement on that? 
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Senator Matoner. Oh, yes. I would like to have it made clear, if we 
could. 

Mr. Armstrong. I think it is recognized that stability in the income 
of natural rubber producing countries is something that would be 
important to them. I am not convinced that sti ability in income jis 
impossible if you don’t have some arrangement. It is conceivable that 
you will get a fair measure of stability through the operation of 
normal market forces. 

I believe, as a matter of personal philosophy, that you should 
always try to manage things, if possible, through normal market 
forces without going to extraordinary measures. 

Senator Martone. Certainly the record of the State Department 
does not bear that out. You have your hand in everything, even in 
the domestic markets. I am glad to hear you say that, because it 
might be tempered in the right ‘direction. 

As a matter of fact, you say we do not need the production for 
national defense. Then the stablization of the foreign nations on the 
basis that we could guarantee the price—and of course you know 
where the money would come from to guarantee such a price—I hope 
you know that by now—do you? 

Mr. Armstrone. I know where some of it would come from. 

Senator Matone. Where does the rest come from ? 

Mr. ArmstronG. I would think if there were to be any 

Senator Mavone. First, the amount comes from us. I presume you 
understand that. 

Mr. Armstrona. That is the reason I said I know where part of it 
would come from. 

Senator Martone. Where does the rest come from ? 

Mr. Armstrona. I would think if there were to be an agreement 
to stabilize rubber prices, the producing nations and other consuming 
nations should contribute as much in proportion to their use or pro- 
duction as the United States should. 

Senator Matonr. Has there ever been a contribution by one of these 
nations that amounted to the money we gave them to start with in that 
particular year? 

Mr. Armstrone. Sir, the only international commodity agreement 
is in wheat, and that doesn’t require the making of financial contribu- 
tions. 

Senator Matone. I notice that the British are a little too smart to 
enter into that agreement. 

Mr. ArmstronG, No, they have not joined that agreement. 

Senator Martone. They are not likely to, either, I guess, unless the 
situation changed so that they could make a profit the other way. 

Mr. ARMSTRONG. They made their judgment as to whether they 
wanted to be in it or not. 

Senator Marone. They put their judgment exactly on the basis of 
their economics in Britain, did they not? 

Mr. Armstrona. I don’t know what the factors were that entered 
into their judgment, but they made their judgment. 

Senator Martone. Generally everyone but us does that, but of course 
we have other ideas. 

I did ask you another question which is hardly fair: If you know 
a any nation that ever contributed more in any of these agreements 
than they had received from us already in th: at calendar year. 
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Mr. Armsrrone. My answer had to be—since there is only one agree- 
ment in effect, and since that requires no financial contribution—that 
there isn’t any contribution in excess of ours. 

Senator Matonr. Could you conceive of one? 

Mr. Armstrona. I could conceive of a rubber agreement, for ex- 
ample, in which Malaya made a contribution, and as far as I know we 
have never given any economic contribution to Malaya. 

Senator Matonr. Malaya does not make any contributions. All 
he deals are with Britain on Malaya. I suppose you know that by 
now. 

Mr. Armstrona. Yes, sir, but Malaya has its own budget and we 
have never given any economic aid to them. 

Senator Matone. I have been in Malaya and I understand that 
pretty well. Of course, you are simply sidetracking the question. 
Whenever you deal with Malaya, you deal with Engl: and, do you not? 

Mr. Armstrona. You deal with both Malaya and Eng: ind, sir. 

Senator Matone. But who has the paramount opinion and who en- 
forces it in the long run? Let’s get down to the bottom of this. If 
you have not learned it, you ought to learn it by now. 

' Mr. Armstrone. In the final analysis, the British Government, of 
course, controls. 

Senator Matonr. Of course. Therefore, Malaya has nothing to 
say about it in the final showdown. 

Mr. Armstrone. Except that the British are making a serious effort 
to stimulate as much self-government in Malaya as they possibly can, 
and as much self-responsibility. 

Senator Martone. As long as the product has to be sold through 
them and the wages are kept about the same; and whenever they get 
to the point where there is no profit in it, we will see what happens. 
You must know that the colonial system is operated on that basis. 
You do not actually believe that the Malayans have anything to do 
with the final agreement, do you? I would be interested in your 
answer. 

Mr. Armstrone. Sir, I have noticed that the British, in dealing on 
Malayan matters, take great pains to defer a great deal to Malayan 
opinion. 

Senator Matonp. In the long run, who makes the decisions ? 

Mr. Armstrrone. The British Government makes the decisions, 
but 

Senator Matone. Just as the Netherlands did in Indonesia, is that 
true? 

Mr. Armstronea. Yes, sir; but—— 

Senator Martone. I was there in Indonesia in 1948 when all this was 
going on. I flew over the two armies when they were very busily 
engaged in the jungles. I met with the Sukarno Cabinet in Djokja- 
karta. It could be that unless you have been really studying the 
situation that you do not know about these things. 

Mr. Armstrone. I know something about them, sir. I do know 
that the Dutch colonial system was one in which very little autonomy 
or latitude was given to the local people. I also know that the British 
Government is at this time serious sly engaged in doing as much as it 
can to move Malaya toward self-government. 

Senator Maone. I will ask you, then, if you anee whether the 
Empire preferential rates in trading apply in Malaya? 
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Mr. Armstrona. I think so, but Iam not sure, sir. 

Senator Mavonr. I will clear your mind up in that connection, 
They do. Japan has to compete with the Empire preferential rates, 
That is the reason they have to sell everything here to make a living 

How long we can continue to make a living while they do it is hard 
to tell. We will find that out. 

You have never studied these things, | suppose. 

Mr. ArmsrronG. Surely, I have studied them. 

Senator Martone. But you did not know about that. 

Mr. ArmstrronG. The Empire preference / 

Senator Matone. You did not know that it applied to Asia, the 
Malayan States. 

Mr. ArmsrronG. I was under the impression—I wasn’t certain that 
it did apply to British territory. 

Senator Matonr. You just now found out that it does apply. 

Mr. ArmstrronG. I was reasonably certain that it did, but I try to 
be careful when I do not know for sure. 

Senator MALONE. So you cannot send anything into the Malaya 
States without paying a premium under the Empire preferential rate 
system ¢ 

Mr. ArmsrronG. Depending on what the tariff is on the particular 
product. 

Senator Martone. Of course, but they have it on all products to 
amount to anything, Empire preferential rates. You do know how 
it operates, do you not? 

Mr. Armstrrona. Yes, sir: I do. 

Senator Matone. Mr. Evans, yesterday you said you were Director 
of the Office of International Trade Policy, and that you have charge 
of many matters involving international commodity problems. 

A tin agreement has been negotiated in Geneva. I would like you 
to tell us today whether you think we should sign this agreement or 
not; and if so, why we should do that, again on the basis of trying 
to find out something about what you fellows are trying to do there 
and what effect it will have on the avail: ibility of these materials to 
us in wartime. 

Mr. Evans. Sir, the tin agreement which was negotiated, as you 
say, was not negotiated by the United States in the sense that the 
United States delegation took any position or was authorized to sign 
the agreement, 

Senator MALONE. Let’s get one thing straight. Whenever one of 
these agreements is negotiated, what market is it that they have their 
eye on’ Whois supposed to pay for it on that basis in the majority 
of cases ? 

Mr. Evans. In the case of the tin agreement—I would like to get 
this point straight—— 

Senator Martone. Why don’t you just say so for the record. Do 
you know what market they are shooting at and whose purse? 

Mr. Evans. The tin agreement which was negotiated, but which 
the United States has not signed and has made no decision to sign—— 

Senator Matoner. And you were the representative there, were you 
not ? y 

Mr. Evans. I was not. 

Senator Matong. Who was the representative ? 
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Mr. Evans. The representative was Mr. Figgis, of the Foreign 
Operations Administration. 

Senator Marone. Is he under you? 

Mr. Evans. No, sir. He is former chairman of the board of the 
American Can Co., who is viialkion for Mr. Stassen at the present 


time, 

Senator Martone. That pins the thing down pretty well. Who is 
Mr. Stassen under at the present time ? 

Mr. Evans. I understand he reports to the President. 

Senator MAatonr. You had nothing to do with this tin agreement ? 

Mr. Evans. No, I can’t say that I had nothing to do with the tin 
ireement, 

Senator Matonr. Then what did you have to do with it ? 

Mr. Evans. The second in command of the delegation is a gentle- 
man on my staff. Therefore, I had a responsibility for giving the 
State Department my advice as to the attitude which should be taken 
toward the tin agreement. 

Senator Martone. What was your advice ? 

Mr. Evans. I did not advise on that subject, because it was decided 
ita high level in the Government that the United States should attend 
the conference, should participate in the negotiations and discussions, 
but that it should be made very clear in advance that the participation 
did not indicate an intention upon the part of the United States 
administration to sign the agreement, and therefore did not indicate 
any necessary intention to decide to submit the agreement for 
ratification. 

Senator Matone. Do I understand that you are really not in favor 
of any of these agreements ? 

Mr. Evans. I am sorry, I didn’t get you question. 

Senator Martone. Do I understand from your roundabout conver- 
sation now that you are really not in favor of any of these agreements ¢ 

Mr. Evans. No, I did not say that, sir. 

Senator Matone. Have you said that you are? 

Mr. Evans. My attitude toward these agreements happens to coin- 
cide with the policy which has been the United States Government 
position, and I believe is up to now—— 

Senator Matone. How long has it been the position of the United 
States Government that you are about to relate? 

Mr. Evans. I would say for about 2 years. I think the attitude 
toward the agreements has been constantly shifting and changing. 
I don’t think the present administration has clearly decided what 
attitude it will take, and being a civil servant, I am trying to keep 
an open mind until I learn what that decision is. 

If you are asking me, sir, what my personal opinion about agree- 
ments 1s— 

Senator Martone. Yes, I would like to have it; as long as the 
administration has no policy, I would like to have your attitude. 

Mr. Evans. In general, I am opposed to agreements. I do not 
believe, however, that we should decide that under no circumstances 
would we ever have a commodity agreement. 

I have two reasons for that. In the first place, I believe that in 
certain commodities it is the overwhelming wish of the United States 
and, I gather, of the Congress, to have an agreement. I cite the wheat 
agreement, for example. 
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Senator Matone. Where do you get the idea that the overwhelming 
wish of Congress is to have an agreement ? 


Mr. Evans. In the case of wheat, sir, I think that was evidenced by 
the vote on the request for ratification. 

Senator Matonr. Have you ever had any evidence that Congress 
is requesting you to make these agreements ¢ 

Mr. Evans. I have not had any such indication, but I do not believe 
that it would prove much in my ease, sir 

Senator Martone. I donot think it would, either. 

Let me ask you right there, have you had an indication from the 
Secretary of State that they want you to make these agreements / 

Mr. Evans. No, sir. 

Senator Martone. Then who was it who directed you to sit in on 
this business ? 

Mr. Evans. No one directed me to sit in. 

Senator Martone. I thought you said you had one of your men in it, 

Mr. Evans. Oh, to send a man to the conference ? 

Senator Martone. Yes. 

Mr. Evans. That decision was taken in the State Department at a 
higher level than mine. 

Senator Martone. There has been no decision higher up as te 
whether you would be allowed to sign an agreement or not? 

Mr. Evans. No, sir. 

Senator Martone. No decision ? 

Mr. Evans. There has been no decision. 

Senator Matonr. Would you know who this gentleman was above 
you? Whodid you get the order from ? 

Mr. Evans. I got it from my superior, Mr. Waugh. 

Senator Martone. Mr. Waugh was not able to come down ? 

Mr. Morron. He is with Agriculture and Treasury on this surplus 
problem. They had an engagement of long standing for this after- 
noon, and no one could pinch-hit for him on that. 

Senator Matone. Can we get him tomorrow afternoon ? 

Mr. Morton. I will make every effort. I will check with him in the 
morning. 

Senator Martone. Go ahead with your own opinion. 

Mr. Evans. My own opinion is that commodity agreements are un- 
desirable in general, very rarely would work. Iam not sure that they 
will ever work, although we are now participating in one, the Inter- 
national Wheat Agreement. In spite of that, I doubt if the United 
States should take a firm position that under no circumstances would 
it consider participation in a commodity agreement. In other words, 
my view is that where there is a very serious problem involved in a 
commodity price and a very serious desire on the part either of the 
United States as a producing country or of other countries to have such 
an agreement, we should consider the particular agreement on its own 
merits; that we should balance the disadvantages—and I think there 
are always serious disadvantages in a commodity agreement—against 
the possible advantages. 

I believe that in balancing the economic factors, we cannot overlook 
the possible political effect of our decision in that respect. 

This, I believe, is the position that has been expressed in recent in- 
ternational conferences by American delegates. 
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Senator Marone. Let me ask you, again referring to the Interna- 
nal Trade Organization, would it have been possib le, if the Inter 
tional Trade Organization had been approved by Congress, for you 

) make such agreements within the framework of that Organization 

Mr. Evans. Not any more than under the present circumstances, if 

it is what you mean, sir. The same limitations would exist. The 

titude of the United States Government would have to be determined 
by the President. 

The agreement, if it resembled any kind that has yet been suggested 

in this field, would unquestionably have to be submitted to the Senate 

a treaty. 

Senator Matone. Even if the International Trade Organization 

id been approved by the Congress ? 

Mr. Evans. Yes, sir. That is my opinion. I think it would not 
have altered in the slightest the authority of the Government, the ad- 
ministration, to enter into an carne, 

Senator Matonr. You have organized the General Agreement on 
Tariffs and Trade. You have org eae these various organizations, 
and they are proceeding along the lines of preparing trade agreements. 
Nothing in that category has to come back to the Senate or to the 
House, does it ? 

Mr. Evans. No. 

Senator Matone. In other words, you are entirely on your own, and 
you could make an agreement with any nation on any product to lower 
he tariff here, whatever it is, to the full amount allowed by law 

Mr. Evans. Within the limitations imposed on the President, sir. I 
think there are a number of limitations in the Trade Agreements Act 
as to his freedom of action. Within those limitations. 

Senator Matonr. The limitation is to lower it 50 percent, or a 
second 50 percent if you had already utilized one prior to the passage 
of the second 50-percent provision. That would be 75 percent 
altogether that a tariff or import fee, or duty as the Constitution calls 
it, can be lowered in an agreement with any nation without referring it 
back to Congress ; that is true, is it not? 

Mr. Evans. Without referring it to Congress, yes, sir. There are 
also procedures laid down, however, which the President is required 
to go through. 

Senator Martone. What are the procedures? 

Mr. Evans. As I recall the law, there is a provision which requires 
that the President get the advice of various depe irtments of Govern- 
ment, including the “Tariff Commission. Ther are—and I can’t quote 
them—certain “objectives laid down in the oe which have to be fol- 
lowed. 

Senator Martone. Let me ask you one question, which I think will 
dispose of all the palaver. Is the President or the State Department 
required to take the advice? 

Mr. Evans. The State Department doesn’t make the decision. 

Senator Matone. Is the President? You know the State Depart- 
ment is doing the work, but is the President required to take the advice 
of the Tariff Commission or anyone else ? 

Mr. Evans. He is with respect to the peril point in the present law; 
yes, sir. 

Senator Martone. Will you explain that to me? 

Mr. Evans. I suspect you know it better than I do. 





164 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


Senator Martone. I think I do. 

Mr. Evans. Iam not an expert on that. 

Senator Martone. Go ahead and try it. 

Mr. Evans. I have had nothing to do with the act until the last 
few years. 

Senator Martone. You just made a statement from which I think 
you must understand it. 

Mr. Evans. I understand that the peril point is in there. I want to 
make it clear that I may be wrong in my recollection of the peril 
point. 

Senator Martone. I can advise you if you are. 

Mr. Evans. My understanding is that the Tariff Commission js 
empowered to set limits beyond which the President may not go in 
cutting a duty on his own initiative without further action on his part, 
As I understand, the further action on his part is that if he does 
decide to exceed the peril point, he must specifically report to Congress 
and explain his reasons, 

There are others. What happens then, I don’t remember. 

Senator Martone. I will tell you what happens. He is not required 
to take the advice at all. He must ask for it. The Tariff Commis- 
sion can determine the peril point, the point in the tariff that at the 
moment will imperil the industry, in the opinion of the Tariff Com- 
mission. The President is not required to take the advice. When he 
is all finished with the trade agreement, he may write a letter to 
Congress and explain his objective and why he did not take the advice. 
That is all there is to it. He is not required to take it, is he? 

Mr. Evans. I didn’t say he was. 

Senator Martone. You said you knew about it, and you thought 
there were many other conditions. That is the way you answer all 
questions, vou and Mr. Armstrong. I am a little impatient with it, 
and that is the only reason I show impatience. I know you knew that. 

Mr. Evans. I am doing my best to answer your questions. 

Senator Martone. I know you knew better than what you just said. 
Tam sure you did. That would aggravate anybody. We are wasting 
time. 

As a matter of fact, now do you know it? Do you remember, after 
what I have told you, that the President is not required to take the 
advice ? 

Mr. Evans. I think you told me exactly what I had told you a 
minute before was my understanding. 

Senator Martone. Read the answer to the question whether the 
President is required to take the advice of the Tariff Commission. 

(The answer was read by the reporter as follows :) 

My understanding is that the Tariff Commission is empowered to set limits 
beyond which the President may not go in cutting a duty on his own initiative 
without further action on his part. As I understand, the further action on his 
part is that if he does decide to exceed the peril point, he must specifically report 
to Congress and explain his reasons. 

There are others. What happens then, I don’t remember. 

Senator Martone. Go ahead and put it on the record now. The 
thing that aggravates me is to have someone who will use up 2 
volumes of conversation to avoid answering a direct question, and 
then end up, as Mr. Armstrong did day before yesterday, telling me 
something for the record that I knew was wrong but I could not at 
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the moment find the documentary evidence to prove it was wrong. 
[ got it for the next day. You remember that, do you not ¢ 

Mr. Evans. I don’t remember the occasion. 

Senator Matone. You wouldn’t remember it. It is useless to ask a 
question if you wi int direct answers. I can see that. 

[ can see very well how my friend, Don Lourie, might never get any 
information in the State Department at all. I think if the commit 
tee does nothing else, it will lay a foundation so that some of the top 
people in the State Department may know what they are doing, at 
least who is doing it for them. 

This document identified by the number 2 and which I am not mak- 
ing a part of the record describes the British request. 

Was this request by the British to curtail our stockpiling program 
and to give immediate relief to the British on their shortage of sulfur, 
cotton linters, copper and zinc, the basis for subsequent steps lead- 
ing to IMC? That is a question I would ask you, Mr. Lourie, and 
you can have anyone answer it. It may take another 24 hours, but 
we will try to get the answer. 

Mr. Lourtre. What is the question, Mr. Chairman ? 

Senator Matone. It is directed to you, whether this British request 
to curtail our stockpiling program and give immediate relief to the 
sritish on their shortage of sulfur, cotton linters, copper and zine, 
was the basis for the subsequent steps leading to the organization of 
the International Materials Conference. Did the British ever sug- 

gest international allocations in preparing this document ? 

Mr. Lourie. Do you have it there, Mr. Evans? 

Mr. Evans. Yes. 

Mr. Lourte. Would you care to respond to it ? 

Mr. Evans. I will be glad to if I may refresh my memory on it. 

Senator Mavone. Go right ahead. 

Mr. Evans. Yes, sir, I am quite certain that this document was at 
least one of the factors that led up to the creation of the International 
Materials Conference. 

Senator Matonr. In that connection, Mr. Evans, did they ask us to 
curtail our own stockpiling activities? 

Mr. Evans. I believe that was suggested ; yes, sir. 

Senator MALoneE. Can you tell us, then, if through the organization 
of the International Materials Conference it was inte nded to bring 
about that objective, or why on account of this request it was 
organized ¢ 

Mr. Evans. I believe, sir, that so far as the United States partici 
pation in this conference was concerned, there was not an intention 
to curtail our stockpiling activities. 

Senator Martone. Did not the British ask us to review our stock 
piling policy in late 1950? 

Mr. Evans. Yes. The British pointed out to us the need of an 
immediate review of our present policy. The only hope of avoiding 
serious economic consequences for the United Kingdom they said in 
the early part of 1951 was for the United States Government to sus 
pend or abate its stockpiling policy especially in respect to zine and 
to let it be known that it is doing so, and to authorize a higher level 
of exports of sulfur, cotton and cotton linters, pending the conclusion 
of internationally agreed arrangements for the equitable distribution 
of supplies which should, in their view, strike a proper balance be- 
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tween defense needs both for production and stockpiling and the need 
to maintain the economic strength of friendly countries. ‘They asked 
us to proceed along these lines. 

Senator Matonz. Then you proceeded to organize the Internationa] 
Materals Conference for this purpose. 

Mr. Evans. No, sir, not for this purpose, not to my knowledge. 

Senator Martone. What did you organize it for? 

Mr. Evans. The purpose of the organization of the International 
Materials Conference, as I understood it, sir, was to attempt to reduce 
many demands on commodities which were giving rise to rapid i 
creases in prices throughout the world. The participation by the 
United States in the conference does not necessarily imply and I don’t 
believe it meant that we accepted this view of the United Kingdom 
Government. 

Senator Martone. That isa very niceexplanation. I point out to you 
that you did proceed with the International Materials Conference, that 
you did to some extent no doubt curtail our stockpiling activities, that 
you did make more zine available to the United Kingdom, and did use 
that zine to break the market later in this country. In other words, 
you became a party to it. 

Mr. Evans. By “you,” you are referring to the United States Gov- 
ernment 4 

Senator Martone. I am referring to the State Department, yes, that 
is right. 

Mr. Evans. I am not at all sure that all of these things are correct, 
sir, in view of the responsibility for operation of the American side 
of the IMC. I would hope you would direct to the representative of 
ODM, who I understand is going to testify, the question of whether we 
did curtail stockpiling. I do not know the answer tothat. It was not 
my impression that we had done so as a result of entering the IMC. 

‘Senator Matone. I did not think you would be sure. They did 
build up their supply in England. Of course, we had already given 
them the money to buy it. All these negotiations with you and your 
associates brought about a condition through which this market was 
broken. This is only one commodity. The principle has been fol- 
lowed in many cases. It is your line of thinking that makes all this 
possible, bringing about a condition under which our market can be 
broken. 

I do not suppose you would know anything about this—at least 
I will find out anyhow for the record—the prices paid not only for 
the zinc and lead but for many other minerals and materials, to 
foreign nations where the wages were 40 cents a day up to $2.50 a day, 
that their price latitude was higher than you were allowing as a ceil- 
ing price for the American product where we pay $12 to $15 a day. 
Did you know that ? 

Mr. Evans. I knew that, but I did not know the State Department 
had anything to do with the American ceiling price. 

Senator Martone. No. You only have to do with the setup of the 
machinery to make it possible, the IMC, the ITO, the GATT, and the 
various maneuvers leading up to the final deal made by another de- 
partment of the Government, and they do not know anything about 
what you are doing, according to their testimony, in most cases. A|l 
they do is to go ahead and do what they are directed to do. 
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Even to Africa, where wages are notoriously low and where our 
machinery is paid for to go in there, we gave contracts that reached a 
higher price than the ceiling price for the same materials in this 
country. You did know that, did you not ¢ 

Mr. Evans. No; I did not know that, sir. I knew that there were 
contracts made, not by the State Department, at varying prices in the 
United States and in other countries of the world. Whether in any 
civen commodity the highest price paid to a foreign producer was 
higher than the highest price paid to the United States producer, I do 
not know. 

Senator Matone. I did not say the highest price paid to a producer. 
I said that the latitude of the prices amounted to a greater price, under 
many conditions, in many cases. Even Government loans were made 
to foreign producers that run to higher prices than the prices paid for 
the same commodity in this country. 

Mr. Evans. I would like to explain, sir, that when I answered your 
first question “Yes,” I understood you to be referring to the fact that 
the prevailing price in other consuming countries on some of these 
commodities was higher than the ceiling price in the United States. 

Senator Martone. You did not know that? 

Mr. Evans. I did know that. That was the question I thought you 
had asked, and I said that I did understand that that wasso. I do not 
know enough about the individual prices that have been paid— 

Senator Martone. What I would say to you is that each one of your 
departments keeps a separate organization. You set it up so it can be 
done that way. Without your machinations and your organization of 
these various organizations that you are talking about, in the first 
place, the Americans would still be in business, and in the second place, 
we might scrutinize these foreign contracts and, as a matter of fact, 
you do not need foreign contracts if you just allow the material to 
come in as it would, if you had a prine iple laid down so it would come 
in when we needed it and on our basis of price. 


IMC IMPLEMENTED BY DPA 


We have a document here, IMC No. 7, the minutes of a meeting of 
February 23, 1951, in room 211, Executive Office Building, on U nited 
States representative, Central Group, IMC. 

Present: 

Office of Defense Mobilization: Gen. Lucius D. Clay (presiding) ; Mr. Vincent 
P. Rock, secretary. 

Department of State: Mr. Harold Linder and Mr. John Evans. 


You are Mr. John Evans, are you not? 

Mr. Evans. Yes, sir. 

Senator Martone. The minutes of the meeting show—we will make 
all this a part of the record—that : 


General Clay announced that the meeting was called to discuss the proposed 
duties and responsibilities of the United States representative on the Central 
Group, International Materials Conference. He read a proposed draft and asked 
for comments on each item. He explained that while the United States repre- 
sentative was from DPA, some of the agreements reached in the conference would 
require governmentwide action for their implementation. One of the purposes 
of the paper was to avoid having agreements made by the United States in Inter- 
national Commodity Conferences and then not being implemented by the United 
States Government. 

General Clay suggested that the executive committee of the Foreign Supplies 
and Requirements Committee mentioned in paragraph No. 1 might be composed 
of representatives of the Department of State, Economic Cooperation Adminis- 
tration, and the United States representative on the Central Group, IMC, 





168 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


That was on February 23, 1951. 

On July 19, 1951, we have a letter addressed to Charles E. Wilson, 
Director, Office of Defense Mobilization, by E. T. Gibson. 

Mr. ApLERMAN. He was IMC Director at the time ? 

Mr. Evans. He was United States member at the time. 

Senator Matone. United States member, Acting Administrator, 


IMC. [Reading :] 


In order to carry out United States responsibilities in connection with the 
allocation plan, action by a number of United States departments and establish- 
ments will be required. Accordingly, in compliance with paragraph 6 of the 
instructions from General Clay to Mr. Harrison (‘‘Duties and Responsibilities 
of the United States Representative on the Central Group—lInternational Ma- 
terial Conference,” February 27, 1951), it is proposed to issue to the agencies 
concerned the attached general instructions on implementing the agrements. 
Detailed procedures will be worked out with individual agencies as required. 


I shall now read from an internal memorandum from the United 
States delegate on IMC to all Government departments : 


Your attention is called to the attached document No. 24 (Rev.) of the Tungs- 
ten-Molybdenum Committee of the International Materials Conference entitled 
“Interim Allocations of Tungsten and Molybdenum for Third Calendar Quarter 
of 1951,” This Government is pledged to carry out its part of the recommenda- 
tions contained therein. (The relevant export quota for molybdenum, already 
approved by the Secretary of Commerce, is consistent with those recommenda- 
tions. ) 

In behalf of the Defense Production Administration, and as United States 
representative on the Central Group of the International Materials Conference 
under duties and responsibilities asigned by the Oflice of Defense Mobilization, I 
am therefore calling on United States executive departments and establishments 
to take the necessary actions to implement the recommendations in the attached 
document. 


Apparently as a result of these meetings and these memos there was 
a press release from the Executive Office of the President, Office of 
Defense Mobilization, Sunday, September 30, 1951, which is already 
a part of the record, including a paragraph : 


International allocations have already been accepted for zine. If limiting 
the requirements of the nations participating in the International Materials 
Conference to an agreed figure, in line with available world supplies, can be 
accompanied by price action, a substantial arrest of the inflationary trends in 
the nonferrous metals may be achieved. 

Mr. Evans, in view of the information I have just read into the 
record, would you say that the International Materials Conference 
was allocating materials internationally ? 

Mr. Lourte. Excuse me, Mr. Chairman. Before Mr. Evans answers 
that, may I be excused to attend that meeting I told you about ? 

Senator Matonr. Yes, at any time. I hope, however, you have a 
chance to look over the evidence. 

Mr. Lourtr. Yes, sir. 

Senator Matonr. You are welcome to anything in this committee, 
I want you to know that. 

(At this point, Mr. Lourie left the meeting.) 

Mr. Evans. In answer to your question, Senator, the International 
Materials Conference was recommending the allocation of materials. 
If those allocations were accepted by governments, as this was, it be- 
came an allocation. 

I think it becomes a question of how you wish to express it. I 
would have said that the United States recommended allocations; 
that the ultimate effect of it was, of course, an international allocation. 
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Senator Matone. Do you wish this committee to believe that what 
you are trying to say is that the International Materials Conference 
has no effect at all, and that you exerted no pressure / 

Mr. Evans. No, sir, I well’ say it had no effect. 

Senator Martone. Or that you exerted no pressure to have these 
figures accepted ¢ 

“Mr. Evans. The United States delegate of course exerted pressure 
to get the other countries to accept the position of the United States; 
yes, sir. 

Senator Matone. Then I will read a little further from this press 
release: 

This program has been adopted on the recommendation of the various agencies 
concerned. The establishment of a ceiling which is somewhat below current 
world prices involves the calculated risk— 
that certainly was a wonderful phrase that has been adopted rather 
liberally by all the departments, applied to any order that comes out 
of one of these departments— 
calculated risk of some decrease in imports but, since the ceiling is above present 
domestic price ceilings, should result in increased domestic production. This 
action will thus tend to reduce the pressure of United States demand on free 
world supplies, ease the problems of friendly consuming countries, and make any 
international allocation arrangement more effective. 

Mr. Evans, I would not expect you to explain for the record the real 
objectives that you have in your Department, but I will call your at- 
tention again to the fact that ceiling prices were placed on American 
production sometimes almost 30 percent below the prices that were 
paid for foreign materials of the same character. Are you familiar 
with that fact ? 

Mr. Evans. I am certainly familiar with that in the case of copper, 
sir. 

Senator Matone. Are you familiar with that fact in the matter of 
zinc ¢ 

Mr. Evans. I did not know that it was quite as wide as that, but I am 
familiar with the fact that prices were paid substantially higher than 
the United States ceiling price. 

Senator Martone. Do you think that is the proper procedure? 

Mr. Evans. I think that. is a very difficult question, sir. The United 
States could not control the price paid by other countries. There 
became a very difficult question of judgment, which was not any- 
thing that I had anything to do with in the State Department. 

Senator Matone. But you agree that someone in some department 
exercised that judgment? 

Mr. Evans. I am not sure. I am not an expert on price control. I 
had nothing to do with price control, of course, but the decision as 
to whether the United States should control prices in order to prevent 
producers from jacking their prices up indefinitely as a result of our 
unduly high defense demand, the question of whether or not that 
should be stopped by price control, it seems to me, is one in which there 
is certainly a possibility of arriving at the conclusion that there should 
be price control. Ido not pretend to be an expert on that. 

Senator Matonr. You attended these conferences. 

Mr. Evans. I attended conferences? I am not sure what you 
refer to, sir. . 


89888—54—pt. 4-12 
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Senator Matonr. We have one document in which your name is 
very prominent, the one of February 23, 1951, where all this started. 

Mr. Evans. I am handicapped, sir, by the fact that I haven’t that 
document. 

Senator Martone. You won’t be handicapped when you get a copy 
of the record. It will be in it. 

Mr. ApLerMAN. The document was obtained from the International 
Materials Conference group. The original document also is in the 
State Department. It is one of those requested from the State De- 
partment. 

Mr. Evans. In any event, I have not refreshed my memory on this 
document since the time of the meeting. If that is the meeting of 
the FSRC, the Requirements Committee, I attended it. I never at- 
tended it in a prominent position, however. 

Senator Matone. The document will speak for itself. It is an ad 
hoc mee ‘ting of United States representatives, Central Group, IMC. 

Mr. Evans, ap yparently it has been the policy of the Government 
to start an organization and then if, as you say, they all operate se pa- 
rately, which I do not believe—and we will have more information 
before we get through on that particular situation—one part of your 
Government fixes a ceiling price on domestic materials, another on 
makes contracts for a greater amount of money to be paid for the same 
material from foreign nations, much lower wage countries, but with 
the same machinery and the same know-how applied to their produc- 
tion. I think you did say you are familiar with that operation. 

Mr. Evans. Iam familiar with it. I had nothing to do with it. 

Senator Martone. You had nothing to do with it except to form the 
foundation to make it effective. The IMC and the GATT and all of 
these trick organizations furnished the foundation for it. That is 
all you had to do with it. Perhaps you didn’t even know what the 
final result was. Perhaps you never knew what the final result of 
your work was. Is that true? 

Mr. Evans. I did not understand that the IMC had anything to do 
with the prices we paid abroad, in contracts abroad for foreign 
materials, nor—— 

Senator Matone. Did you understand the IMC was rationing these 
materials to foreign nations or determining how much of these mate- 
rials they could get ? 

Mr. Evans. Yes, but not from any given source. What they recom- 
mended was the total amount of m: iterial which a country might take 
and either consume or put in stockpile. They did not direct material 
from one country to another or from one producer to another. 

Senator Matone. You allocate the material. Someone else fixes 
the price, which puts the domestic producer at a disadvantage. What 
we are trying to find out as a committee is what is the reason for these 
various maneuvers that make these materials less available to us in 
wartime, because according to the testimony we have up to date, they 
cannot possibly be transported to this country across a major ocean 
in wartime. 

We will make all these documents IMC 7, IMC 71, and the press 


release a part of the record at this point. 
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(The matter referred to is as follows:) 


(IMC No. 7) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington 25, D. C., February 27, 1951. 
Hon. WILLIAM H. HArrIsoN, 
tdministrator, Defense Production Administration, 
Washington 25, D. C. 

Dear Mr. Harrison: The duties and responsibilities of the United States 
representative on the Central Group, International Materials Conference were 
discussed at a meeting which I called on February 23, 1951. The meeting was 
attended by representatives of the Department of State, ECA, DPA, Bureau of 
the Budget, and this Office. 

As a result of that discussion, revisions were made in the original draft, and 
the final statement of duties and responsibilities has been prepared. 

The work of the United States representative should be carried on within the 
framework of this statement, which is attached. 

For your information, the summary minutes of the meeting at which this 
problem was discussed are also attached. 

Sincerely yours, 
Lucius D. CLay, 
Special Assistant to the Director. 


(Note.—Summary minutes not attached to this copy.) 


FSRC INFORMATION, FEBRUARY 26, 1951. 
EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF DEFENSE MOBILIZATION 
SECRETARIAT——FOREIGN SUPPLIES AND REQUIREMENTS COMMITTEE 


Subject: Duties and responsibilities of United States representative of Central 
Group, International Materials Conference. 

Contents: 1. Role of United States representative on Central Group, IMC; 
2. Establishment of executive committee of Foreign Supplies and Require- 
ments Committee; 3. Provision for establishment of United States commodity 
advisory committees. 

Comments: This statement was sent to Mr. William H. Harrison, Administrator 
of DPA and to Mr. William C. Foster, Chairman of the Foreign Supplies and 
Requirements Committee. It lays down the framework for the functioning of 
the United States representative on the Central Group, International Materials 
Conference. 

Reference: ODM letter from General Clay to Mr. Harrison, February 27, 1951; 
ODM letter from General Clay to Mr. Foster, February 27, 1951. 


DUTIES AND RESPONSIBILITIES OF THE UNITED STATES REPRESENTATIVE ON THE CENTRAL 
GROUP, INTERNATIONAL MATERIALS CONFERENCE 


On behalf of the Defense Production Administrator, the United States repre- 
sentative on the Central Group of the IMC: 

1. Participates in all meetings of the Central Group of the IMC for the 
purpose of determining what additional materials committees should be es- 
tablished. He will present the United States’ position after consultation with 
an executive committee of the United States Committee on the Foreign Supplies 
and Requiremens established for this purpose. 

2. Selects the United States secretary and other United States employees for 
the central secretariat of the Central Group of the IMC, in consultation with 
the Secretary of State. 

3. Selects United States representatives on International Materials Commit- 
tees, in consultation with Secretary of State. 
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4. Provides either through himself or through the United States representa- 
tive on each International Materials Committee, an advisory committee to this 
United States representative composed of officials of United States agencies with 
particular interest in the commodity in question. 

5. Directs and controls United States representatives on International Ma 
terials Committees. After consultation with the executive committee referred 
to in No, 1 above, approves all positions to be taken by United States repre- 
sentatives before these committees. In reviewing and approving the United 
States positions, particular attention will be paid to appropriate coordination 
of those positions before the several International Materials Committees. In 
case any United States agency objects to the position approved for the United 
States representative on an International Materials Committee, it can appeal 
the decision to the full United States Committee on Foreign Supplies and Require- 
ments for reconsideration in the usual manner. 

6. Sends recommendations of the International Materials Committee requiring 
further action by governments to the Director of the Office of Defense Mobiliza 
tion to be placed in execution as far as United States responsibility is concerned. 
Generally, those recommendations that fall within the authority of the DPA will 
be handled directly by that agency. 

7. Assists the Secretary of State in carrying on negotiations with other govy- 
ernments when such action is required for effective implementation of pro- 
grams recommended by International Materials Committees. 

8. Relates activities of International Materials Committees to defense pro- 
duction programs of Defense Production Administration. 

9. Prepares reports and circulates information to all interested Government 
agencies on the activities of the Central Group and Commodity Committees of 
the IMC. 


Ap Hoc MEETING ON UNITED STATES REPRESENTATIVE, CENTRAL Group, IMC 
(2 p. m., February 23, 1951, room 211, executive office building) 


Present : 

Office of Defense Mobilization: Gen. Lucius D. Clay (presiding), Mr. Vincent 
P. Rock, Secretary. 

Department of State: Mr. Harold Linder, Mr. John Evans. 

Bureau of the Budget: Mr. Charles B. Stauffacher. 

Defense Production Administration: Mr. George Wild, Mr. Nathaniel Knowles, 
Mr. Sherman 8S. Sheppard. 

Economic Cooperation Administration: Mr. William C. Foster, Mr. Richard 
M. Bissell, Jr. 


MINUTES 


General Clay announced that the meeting was called to discuss the proposed 
duties and responsibilities of the United States representative on the Central 
Group, International Materials Conference. He read a proposed draft and asked 
for comments on each item. He explained that while the United States repre- 
sentative was from DPA, some of the agreements reached in the conferences 
would require governmentwide action for their implementation. One of the 
purposes of the paper was to avoid having agreements made by the United States 
in International Commodity Conferences and then not being implemented by the 
United States Government. 

General Clay suggested that the executive committee of the Foreign Supplies 
and Requirements Committee mentioned in paragraph No. 1 might be composed 
of representatives of the Department of State, Eeonomic Cooperation Adminis- 
tration, and the United States representative on the Central Group, IMC. 

The group reviewed the draft and revised a number of the items. The final 
statement of the duties and responsibilities is attached. The consensus agreed 
to the statement as revised. 

Vincent P. Rock, Secretary. 
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(IMC No. 71) 
JuLy 19, 1951. 
Mr. CHARLES E. WILSON, 
Director, Office of Defense Mobilization, 
Washington 25, D.C. 

Dear Mr. WILSON: Our negotiations with other nations in the International 
Materials Conference have recently resulted in agreement on specific allocation 
plans for sulphur, molybdenum, and tungsten in the third quarter of the calendar 
vear 1951. In the case of the first two, which the United States exports in con- 
siderable quantities, the Secretary of Commerce has approved export quotas in 
amounts called for in the international agreement. 

In order to carry out United States responsibilities in connection with the 
allocation plan, action by a number of United States departments and establish- 
ments will be required. Accordingly, in compliance with paragraph 6 of the 
instructions from General Clay to Mr. Harrison (“Duties and Responsibilities of 
the United States Representative on the Central Group—lInternational Materials 
Conference,” February 27, 1951), it is proposed to issue to the agencies concerned 
the attached general instructions on implementing the agreements. Detailed 
procedures will be worked out with individual agencies as required. 

In order to avoid possible jurisdictional questions and to launch the first three 
international allocations in the most effective manner possible, I would appreciate 
notation of your approval on the attached documents. 

I know you share my gratification at these evidences of the ability of the 
nations of the free world to reach agreement on the distribution of certain searce 
materials. 

Sincerely, 
E. T. Grsson, 
icting Administrator. 


DEFENSE PropUCTION ADMINISTRATION, 
Washington 25, July 19, 1951. 
To the Heads of Certain Executive Departments and Establishments: 


Your attention is called to the attached document No. 24 (Rev.) of the 
Tungsten-Molybdenum Committee of the International Materials Conference 
entitled “Interim Allocations of Tungsten and Molybdenum for Third Calendar 
Quarter of 1951.” This Government is pledged to carry out its part of the 
recommendations contained therein. (The relevant export quota for molyb- 
denum, already approved by the Secretary of Commerce, is consistent with 
those recommendations. ) 

In behalf of the Defense Production Administration, and as United States 
Representative on the Central Group of the International Materials Conference 
under duties and responsibilities assigned by the Office of Defense Mobilization, 
I am therefore calling on United States executive departments and establish- 
ments to take the necessary actions to implement the recommendations in the 
attached document. 

E. T. GrBson. 

Approved: 

C. E. WItson, 
Director of Defense Mobilization. 


DEFENSE PRODUCTION ADMINISTRATION, 
Washington 25, July 19, 1951. 
To the Heads of Certain Executive Departments and Establishments: 

Your attention is called to the attached “Memorandum on Allocation (No. 1)” 
of the Sulfur Committee of the International Materials Conference. This Gov- 
ernment is pledged to carry out its part of the recommendations contained 
therein. (The relevant export quota, already approved by the Secretary of 
Commerce, is consistent with those recommendations. ) 

In behalf of the Defense Production Administration, and as United States 
representative on the Central Group of the International Materials Conference 
under duties and responsibilities assigned by the Office of Defense Mobilization, 
I am therefore calling on United States executive departments and establish- 
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ments to take the necessary actions to implement the recommendations in the 
attached document. 
EK. T. Gipson, 
Approved: 
Cc. FE. Wirson, 
Director of Defense Mobilization. 


[Press release] 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington 5, D.C. 


(For a. m, release Sunday, September 30, 1951) 


Charles E. Wilson, Director of the Office of Defense Mobilization, announced 
today a broad program designed to assure essential supplies of lead and zinc at 
stable and reasonable prices. This program will involve immediate action by the 
Government agencies responsible for price control, production, and procurement. 

As an immediate and first step in the broader program the Office of Price 
Stabilization is issuing a control order setting ceiling prices on domestic and 
imported lead and zine. The order sets a ceiling at 19% cents per pound for 
imported zinc and 19 cents for imported lead. The order also provides for an 
increase of 2 cents per pound over the existing domestic ceilings, and this, with 
the exception of a small portion of the domestic production, will result in domestic 
ceilings identical with import ceilings. (On imports the ceiling will be applied 
on the basis of delivered price before duty.) The new prices are substantially 
lower than current world market prices, including prices currently being paid 
by consumers of the United States for much of their imports. 

International allocations have already been accepted for zine. If limiting the 
requirements of the nations participating in the International Materials Confer- 
ence to an agreed figure, in line with available world supplies, can be accompanied 
by price action, a substantial arrest of the inflationary trends in the nonferrous 
metals may be achieved. 

In developing the program, Mr. Wilson emphasized that conversations will be 
held with other interested countries and that the import prices had been set after 
an expert assessment of the prices at which foreign lead and zine would be forth- 
coming in order to meet essential United States requirements. The domestic 
prices of lead and zine have had to be adjusted in the light of increased costs 
which have limited the possibility of developing some mines and which have 
retarded production of domestic supplies at existing ceiling prices. It is possible, 
however, in the judgment of the agencies concerned, to develop an increased 
volume of lead and zine through this joint action. 

This program has been been adopted on the recommendation of the various 
agencies concerned. The establishment of a ceiling which is somewhat below 
current worid prices involves the calculated risk of some decrease in imports but, 
since the ceiling is above present domestic price ceilings, should result in increased 
domestic production. This action will thus tend to reduce the pressure of 
United States demand on free world supplies, ease the problems of friendly 
consuming countries, and make any international allocation arrangement more 
effective. 

It is contemplated that accelerated action will be taken by the Defense Materials 
Procurement Agency to develop marginal supplies, both at home and abroad, 
through the necessary contracts where supplies cannot be developed under existing 
ceilings. 

The United States is in an especially favorable position to initiate such action 
since it is both one of the largest producers and the largest consumer of these 
materials. Its leadership in cooperation with other nations similarly circum- 
stanced as producers or consumers may prove to be the anchor point for a 
program of international allocation and stabilization. 

It is important to the success of this operation that Congress proceed with a 
removal of the duties on lead and zinc in legislation presently pending before the 
appropriate committees. 


Senator Manone. I have here a document which shows that the 
International Materials Conference rather than the Munitions Board 
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is determining the rate at which the United States stockpile was 

being established. It also shows that the United Kingdom asked us 
) withdraw material from our stockpile and give it to the United 

Kingdom. ‘This document also suggests restrictions on United States 
vilian users to help the United Kingdom. 

Are you familiar with this document, dated June 9, 1951? 

Mr. Evans. I can’t be, sir, because that is not one of those that we 

ive numbered, and I am afraid it must have been obtained from 
someone else. 

Mr. ApLERMAN. That is right. It came from the IMC files. 

Mr. Evans. I just don’t know what document you are speaking of. 

Mr. AptermMan. To Willard Thorp from a representative of the 
British Government. 

Senator Martone. You were very active during 1951, but apparently 
there was a good deal of material that escaped your notice. 

This document of June 9, 1951 indicates that the United States 
representative on the Copper-Zinc-Lead Committee proposed at a 
meeting a formula for stockpile requirements which appears to get 
over a good many of the difficulties that had been mentioned previ- 
ously. He indicated that the proposal had probably already been 
agreed to before the talk, and e aed satisfaction that it was work- 
ing out that way. 

Also this letter brings out that the deficiency in the figures is so 
obviously serious that he asked you even to consider withdrawing from 
stockpile in this rearmament emergency at least enough to make up 
what we have in fact lost in the first two quarters partly because alloca- 
tion methods were not fully in force. 

Another paragraph points out that the figures for United States 
essential civilian requirements in 1951 (which have not. at present 
been analyzed in committee) suggest that perhaps supplies to civilian 
users might be temporarily reduced in order to spread the scarce 
supplies more equitably. 

I will ask that the document identified as IMC 61, which recom- 
mends that stockpiling be held in abeyance, and that we should con- 
tinue to stabilize world prices and allocate supplies through the IMC 
be placed in the record at this point: 


MEMORANDUM (IMC No. 61) 
May 1, 1951. 
To: E. T. Gibson, Acting Administrator, Defense Production Administration. 
From: J. H. Critchett, National Production Authority. 
Subject: Tungsten. 

The situation surrounding the United States supply of essential tungsten is 
approaching a desperate situation, as is shown briefly by the following tabu- 
lation: 

Pounds per month 
Present controlled usage per month without substantial military 

demand Sain hb a ‘dicta My are Gee 

Add special milits iry need (primarily HV AP shells) —- . . 200, 000 
I ai oieiss acisicab insite ine teitainam igi tein ae 1, 475, 000 
United States production ; 400, 000 
IT i iit acts dla sata daa aabiasatcani lie at tele ah 1, 075, 000 
Estimated free world stimulated production except U mited States... 1, 760, 000 


These figures simply indicate that we need about 60 percent of all free world 
tungsten, a percentage we probably will not be able to obtain but certainly will 
not even approach under the present purchasing conditions. 
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As a matter of fact under present conditions foreign tungsten is not coming to 
the United States. Assuming internal price blocks are removed, all commercial 
inventories in this country will be consumed in June. In July, therefore, we will 
be faced with cutting usage to the United States production—less than one-third 
the current rate—which is not sufficient to supply cutting tools and electric light 
bulbs alone leaving nothing for essential uses such as oil well drilling, steel 


forgings, contact points for electrical systems, and numerous other uses. 
In the face of this, we recommend— 


(a) That there be set up a Government purchasing agency able to pay any 
needed price for imported tungsten and resale of this tungsten to commercial 
users at United States ceiling prices. Such an agency hopefully might be able 
to buy 700,000 to 800,000 pounds per month at a cost of perhaps $5 per pound 


With resale at about $4 per pound this would leave a net cost of $800,000 per 
month or about $10,000,000 per year. 


(b) That purchases be made of any usable grade of ore irrespective of whether 
or not it meets present stockpile specifications 

(ec) Such an agency should, in addition to buying, have power to assist foreign 
mining expansion with loans against deliveries by entering into 3- to 5-year firm 
contracts on mine output and such other means as seem appropriate. 

(d@) This agency should use all available present dealers and importers of 
tungsten to further speed up its actions. 

(e) Stockpiling of further quantities of tungsten should be held in abeyance 


until immediate needs are better supplied and future deliveries make resumption 
possible. 


(f) We continue negotiations on the international level with United States 
policy seeking to allocate equitably the available international supply and in the 
hope of stabilizing world prices. 


J. H. CrrrcHertr. 

Senator Matonr. Mr. Evans, does this document, then, in your 
opinion, show that the TMC, the International Materials Conference, 
was not operating as a cartel as it fixed maximum and minimum prices 
and controlled the supply of tungsten? Are you familiar with this 
document? 

Mr. Evans. T am not familiar with it. Tt is not one of those that 
we provided to you. I don’t know what the document is or who it 
is written by. 

Senator Martone. And you have no knowledge of any of this kind 
of work going on? 

Mr. Evans. TI can’t know, sir, anything about that document. I 
don’t know who wrote it. T don’t know to whom it was addressed. 

Senator Martone. Do you know anything about it. Mr. Secretary? 

Mr. Morton. Sir, T think if we could have been told the documents 
that were going to be introduced, we could have brought them or 
found them or gotten copies of them ourselves. 

Mr. Aprerman. I think Mr. Winant has copies of each one of those 
documents. 

Mr. Morton. I am speaking of the State Department. 

Mr. Aprterman. I think you worked together on these. TI know Mr. 
Armstrong and Mr. Winant were consulting together on these docu- 
ments. T think they were aware of the documents that we asked for. 

Mr. Evans. We do not know what documents were referred by 
Mr. Winant. 

Senator Maronr. T will read another paragraph to vou, which 
might be enlightening. If you have never heard of it, read the record 
afterward. 

Mr. Evans. May T ask who the document is from and how it is 
identified ? 

Senator Matonr. It is to Mr. E. T. Gibson, Acting Administrator, 
Defense Production Administration, from J. H. Critchett, National 
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Production Authority. Subject: Tungsten, dated May 1, 1951. That 
was a very eventful year. [Reading:| 


The situation surrounding the United States supply of essential tungsten is 
approaching a desperate situation, as is shown brietly by the following tabula- 


ion 
which I will not read at this time, because I am asking that it be made 
a part of the record. As long as you are not familiar with it, you 
will no doubt have a copy of the record and it may be of great interest 


to you— 

Stockpiling of further quantities of tungsten should be held in abeyance until 
immediate needs are better supplied and future deliveries make resumption pos- 

ble. 

[ will also say to you, Mr. Evans, in case you have never heard—and 
I hope you acquaint yourself with the facts—that this committee 
already has in the record, and intends to complete it more fully, that 
there is enough tungsten in the United States to last this country for 
a hundred years if a principle might be adopted under which the 
domestic operators could operate and pay the difference in the wages 
between Burma and China and other nations which pay lower wages, 
than the wages in this country. 

If that is news to you, I hope you will make it a point to study the 
tungsten situation. 

Mr. Wrnant. Perhaps I should not speak from the sideline, but 
that paper was written in our office, and it was a proposal by Critchett 
to Gibson. 

Senator Matone. Will you move right up to the table, Mr. Winant. 
This is all one big family, and we will allow you to take your turn. 

Do you understand this document ? 

Mr. Wrnant. Not too well, sir. It was at a time when they were 
desperately seeking tungsten. 

Senator Martone. Who was? 

Mr. Winant. The United States Government. 

Senator Martone. What, in your judgment, put us in a position of 
desperately trying to seek tungsten in the United States of America? 

Mr. Wrnant. The answer would be in the defense requirements, 
where they used a lot of tungsten in an armor-piercing shell, a very 
great quantity of tungsten. 

Senator Maronr. Would it have anything to do with the policy for 
many years preceding that event, when every effort was made to favor 
foreign producers over domestic producers ? 

Mr. Wrnanrt. On that score, sir, I can’t add anything. 

Senator Martone. You are not familiar at all with the availability 
of tungsten supplies in this Nation or any other, as a matter of fact ? 

Mr. Wrinant. All I know is that in 1950, we got very large supplies 
from China and Korea. Apparently it had backed up on them out 
there, and we were getting pretty close to war at that time. Our pro- 
curement people, I take it—anyway, we managed to bring in a very 
heavy supply of imported tungsten. 

Senator Matonr. We were not producing very much tungsten at 
that time in the United States or in nearby countries, were we ? 

Mr. Wrnant. I can’t answer that, sir, except I do remember that 
1949 was rather a slack year, and I take it production fell off on that 
account. 
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Senator Marone. I do not intend to weight the record here, but we 
have listened to some of the best engineers in the world, and there is 
no drought of tungsten if a principle were to be adopted by the State 
Department as long as they had the responsibility, or by the Congress 
if it reverts, that would pay the difference in the wage standard of 
living here and abroad for tungsten or for many of these materials 
which we are discussing. 

Mr. Wrnant. Senator, isn’t it a fact that we have a premium out on 
tungsten today of $63? 

Senator Matone. Yes. Except for that premium, every tungsten 
producer in the United States would be shut down. 

Mr. Winant. It is in effect. 

Senator Matone. That is correct. 

Mr. Wrnant. It will be in effect for several more years. It was 
established for 5 years, and then 2. 

Senator Marone. It has been extended for 2 years. But you do tot 
need it if you have a policy adopted and understood by the tungsten 
producers that that differential in the taxes they pay in this country 
and abroad, and the wages paid here and abroad, would be taken cure 
of. We do not expect the State Department to offer any expert testi- 
mony on that, of course, although they are welcome to do it if they 
have any opinion to offer at this time. You, of course, from your 
own admission, know nothing about it. 

Mr. Winant. All I know is the current situation on tungsten. 

Senator Martone. Which we brought about ourselves. 

Mr. Wrnant. Yes, sir; I think we did. 

Senator Matonr. Do you agree with that; that we brought it about 
ourselves ? 

Mr. Wrnant. Do you mean we brought it down on ourselves, the 
difficulty ? 

Senator Martone. Yes. 

Mr. Wrinanrt. I was looking at it the other way, that we had set 
up a premium which would make it possible for our own producers 
to supply the demand. 

Senator Matone. No private capital in their right minds would 
go into any mineral company unless the Government is a partner with 
them, either by a special guaranteed price, or a fast amortization pro- 
gram. They have all learned their lesson. 

We have men sitting around a table; and we have some of them, 
from what we could find out, for 20 years busily engaged in bringing 
about the shortage, and then busily engaged allocating and -ationing 
the shortage; or busily engaged, if they allow too many imports or 
too much foreign production, in stabilizing the price to keep every- 
body in business. In other words, we are running it all from Ws ash- 
ington, day by day, with decisions being made by the great experts 
with minds of sufficient magnitude to take in all these economic de- 
tails and allow for them, day by day. 

Do you have any explanation of this secret memorandum dated 
May 1, 1951, from which I have just quoted ? 

Mr. Winant. Only that which I gave you, sir, that they were in a 
very tough situation. Factories hadn’t shut down, but they were 
worried whether they would have enough tungsten to keep on with 
their military programs, and that is why Critchett felt the desperate 
need for action, and wrote the memo to Gibson. 
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Incidentally, sir, I would like to say that I am coming in here 
fresh, and if I am "doing things incorrectly will ask that you let me 
know. 

Senator Matonr. We are happy to have that breath of fresh air, 
because I think you are trying to give us information. 

Mr. Winanr. E. T. Gibson is, in my opinion, a very able and com- 
petent man. 

Senator Martone. Who is he? 

Mr. Winanr. He was executive vice president of General Foods. 
He came to Washington at the same time as General Harrison, who 
was chairman of the International Telephone and who came down 
to head up the Defense Production Administration. 

Senator Matonre. What was Mr. Gibson’s experience in the mineral 
field ? 

Mr. Winant. Not much, sir. 

Senator Matone. He should have been entirely qualified for a 
Government job. 

Mr. Winant. No. There is more to it than just the technical side 
of it. 

Senator Martone. Will you give me some of the things that you 
are supposed to do when you come in entirely ignorant of the job at 
hand? What is this great policy that overrides everything else? 

Mr. Wrnant. I will give you my view ‘point on it. Tn most of this 
defense organization, they tried to get in industry men who would 
know their. particular field. 

Senator Martone. Did they ever think about bringing in somebody 
who knew how to produce this stuff? 

Mr. Wrnant. Yes; they did that. I will get on to that a little later. 

Senator Matonr. All right. 

Mr. Wrnanv. In the case of Gibson, he is a topnotch executive, a 
very fine man. 

Senator Martone. We had one sitting right here, too, who doesn’t 
have any idea what is going on in the Department. 

Mr. WrNnant. Gibson came down 

Senator Martone. And we like him, too. It is Don Lourie, I will 
say that for the record. 

Mr. Wrnant. Out of patriotic motives he came down here. 

Senator Marone. That brought Mr. Lourie here. 

Mr. Wrinant. The same thing. 

Critchett also was an industry man who came into Government. He 
is an expert on molybdenum, and I take it tungsten, too; although I 
have heard of him more in connection with molybdenum. 

Senator Matonge. What is Critchett’s background ? 

Mr. Wrnanr. I don’t have it here with me, sir. I can get that if you 
will let me. He is a good man. He stands high in the technical field. 
I should think you might have heard his name. 

Senator Martone. Mr. Critchett is the one who wrote this memo- 
randum. 

Mr. Wrinant. Yes, that is right. 

Senator Martone. It would appear he might have some information. 

Mr. Wrnant. He was worried about the situation with these. heavy 
demands of defense. At that time—it is no secret now, but it was 
then—the military had a tremendous requirement for tungsten in 
armor-piercing shells, and at that time they wanted armor-piercing 
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shells out in Korea. So we were under a great deal of pressure to get 


tungsten, and to get it as quickly as we could. That was the rub of the 
situation. 

I believe they have come up with another formula. On this score I 
only know what I have been told. Would 4 pounds per shell be an 
awful lot of tungsten? That is what sticks in my mind. But I ama 


layman on these things, and you will have to bear with me 
technical side, 


Senator Malone. 


on the 


We have just heard evidence and read documents 
that the IMC had already parce ‘led out tungsten and other minerals to 
other nations, and had gotten rid of it. 

Mr. Wrnant. May I speak on that point? 

Senator Martone. Yes, I would like you to. 

Mr. Wrinant. The IMC was a group of nations of which we were one 
member, and we were the biggest member. 

Senator Maronr. Who organized it to start with? Where did the 
suggestion come from ? 

Mr. Wrnanvt. It was agreed that something had to be done in the 
raw materials field, and this evolved, so far as I am concerned. 

Senator Manone. I am talking about when IMC was organized. 

Mr. Wrnant. I am, too. It was organized in February 1951. It 
was first discussed in December 1950. The Korean war demands were 
developing very heavily. Frankly, I am an old soldier, as you are, 
and I would like to see the necessary supply get out where it is needed. 
This seemed to be one—— 

Senator Matonr. The supplies did not get there anyway, did they? 

Mr. Winant. They seemed to have enough, sir. I can’t check up 
on that. 

Senator Martone. The men from the Army never said they had 
enough ? 

Mr. Wrnanrt. I can’t check on the field. 

Senator Mirone. You can check on what they said. 

Mr. Wrxanr. But let me put this to you: “ 
what they needed, so far as we know. 

Senator Matone. That is not the evidence. 

Mr. Wrinant. In some of these cases, they 
material. 

Senator Matonr. The evidence from the commanders out there is 
that they never did have enough. They so stated when they 
home, many of them. 

Mr. Wrnant. Possibly tungsten was holding them up at that 
moment. 

Senator Martone. If you go back in the tungsten picture a little bit, 
you can find out very e: isily, and it can be explained to you very easily, 
and I think if you will re: ad—and it is available to you—the testimony 
on tungsten and other materials, that we are to blame for not having 
the tungsten in the first instance. 

Mr. Wrnant. That would go back several years, wouldn’t it? 

Senator Matone. Not very many years. 

Mr. Wrnant. I am talking about right here. You had an ab 
solutely urgent situation. 

Senator Marone. I am not blaming you. 

When did you get into Government work ? 


The military here got 


returned some of the 


arrived 
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Mr. Winant. I have been in Government, to my surprise, almost 
10 years now, and I will explain how it happened. 

Senator Matonr. How did you get into this? 

Mr. WINANT. L want to explain Lo you how I happened to get into 
Government. 

I came in May 1941 to go with the troops, and rg? Adjutant Gen 
eral wouldn't take me, He humorously said I died in World War I. 
It seems that I had osteomyelitis in one of my dicen and they don’t 
take a fellow back with that. It is likely to pop out again. , 

| went into the Government at that time, and I have stayed on. 

Senator MALONE. I confess to you that I hed a similar experience. 
Captain Clay, who became general due to his absolute knowledge, one 
of the best engineers that I know in the whole United States Army— 
I have worked with him on flood control. I was engineer of the Los 
(ngeles Flood Control District, and he was assigned to that project 
to assist us. I have know him for many years. I have had the same 
experience. I was past the age, and he was looking for a place for me. 
By the time he found it, I was special consultant to the Senate Mili- 
tary Affairs Committee, so we had the same experience. 

Mr. Wrnanrt. I did better than you did. I caught up with General 
Clay in Berlin. I was with him for a year and a half in military 
government. 

Senator Martone. Were you with General Clay in 1947? 

Mr. Winant. No. I got out in the fall of 1946, sir. I had quite 
a siege over there. 

Senator Matone. I do not want to waste the time of the committee 
or clutter up the record, but I was stranded in a part of Germany, and 
finally got Clay on the phone and he sent Hitler’s train after me. He 
is one of the best men that I have ever known, one of the most 
competent men. 

Mr. Wrnant. I agree with you completely. 

Senator Matone. Go ahead, if you have anything particularly to 
say about this. 

Mr. Winanrt. All I can say on this, sir, is that Critchett with all 
honesty and with sincere patriotism, if you will, whatever the right 
word would be, was trying to see how on earth he could get more 
tungsten at that time. 

Senator Martone. I think when a man like Critchett or a man like 
yourself suddenly is thrust into a situation where we are short of 
material, the fact that we are the cause of our own shortage is no 
concern of yours. You have to do what you have to to make-what you 
have available to do the work. I sympathize in every respect with you 
and Mr. Critchett. 

What this committee is trying to do is to go back of all this and find 
out what made it short in the first place, and what will make it available. 

Mr. Winant. I am familiar with that, too, sir. That is one of ours. 

Senator Matoner. We have had considerable talk about the stockpile 
and withdrawals from it. On page 9 of the Stockpile Report to the 
Congress, Munitions Board, January 23, 1952, I will read briefly : 

DPA ORDERED GSA TO DIVERT MATERIALS TO INDUSTRIES 

GSA was directed by DPA to divert to industry scheduled deliveries of a 
number of materials covered by stockpile contracts or to hold such deliveries 
in special reserves for future distribution to industry. 

Materials affected by such directives include 45,000 short tons of aluminum, 
100,000 pounds of columbite, 163,500 short tons of copper, 8,000 short tons of acid 
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grade fluorspar, 6,000 short tons of lead, 9,900 long tons of metallurgical manga- 
nese ore, 2,200,000 pounds of nickel, 1,778,000 pounds of tungsten, and 26,900 short 
tons of zinc. This represents a loss of more than $120,000,000 worth of materials 
to the stockpile. The shortage of some materials became so acute that quantities 
already in the stockpile were released for allocation to industry pursuant to 
Presidential orders recommended by DPA and the Office of Defense Mobilization 
(ODM). Such releases included 10,000 short tons of aluminum, 55,000 short tons 
of copper and 30,000 short tons of lead, having a total value in excess of 
$40,000,000. 

From the same document, page 3, Stockpiling Programs and 
Policies: 

The actions necessary to accomplish the stockpile objectives extend far beyond 
the basic Munitions Board authority. International and domestic allocations 
of available supplies, as well as supply expansion programs, are not the immediate 
responsibility of the Munitions Board but have a direct bearing on the accomplish 
ment of the objectives of the Stockpiling Act. These programs of other agencies 
are reported here only insofar as they directly affect the stockpiling activity. 


Then part of another paragraph: 


Concurrently, the agencies responsible for the administration of the Defense 
Production Act have accorded to the stockpile a lower priority than that accorded 
not only to direct military and defense supporting production but also to the 
continuation of sufficient civilian use of scarce materials to maintain the total 
national economy at a relatively high level and to minimize avoidable 
unemployment. 

Under these circumstances, the acquisition rates authorized for the stockpile 
have been set in many instances below prior rates of performance. Support of 
this policy has in numerous instances resulted in the diversion to industrial use 
of materials tendered for delivery against existing stockpile contracts and, in 
the instances of copper, lead, and aluminum, actual withdrawals from the stock 
pile have been made. This is discussed in more detail under Progress in Stock 
pile Acquisition. 


Then from page 4, International Allocations: 


In addition to channeling vital materials in short supply to essential uses 
within the United States, the Defense Producion Administration has taken the 
lead in endeavoring to secure international allocations of vital materials in short 
supply in an attempt to meet the total commitments of the free world in the 
present struggle with Soviet expansionism and aggression. International al- 
locations have sought to provide the necessary materials for the essential de- 
fense programs of the free world and at the same time to reduce the inflationary 
pressures that would result from unrestrained international competition for 
scarce supplies. A Deputy Administrator of the Defense Production Adminis- 
tration serves as the United States representative on the Central Group of the 
International Materials Conference and coordinates the activities of the United 
States members of the several committees covering copper-zinc-lead ; cotton and 
cotton linters; manganese-nickel-cobalt; pulp and paper; sulfur; tungsten- 
molybdenum; and wool. 


Under “Department of State Activities” on page 5: 


Because the stockpile program affects the economic and political relations of 
the United States with other governments, the Department of State has a number 
of important functions in support of the program. 

The Department indirectly supports the stockpiling program through its many 
transactions with foreign governments on commodity problems that arise out- 
side the context of the United States stockpile program itself. The Department 
represents the United States or participates in such representation in several 
organizations whose activities affect stockpile progress. Where appropriate, 
the Department recommends and negotiates intergovernmental arrangements 
to increase commodity production and to allocate materials. 


We have already gone into the effect of these activities, and that is 
the ceiling price in this country and the practically unlimited price of 


these materials in other countries. 
Mr. Winant? 
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Mr. Wrinanvt. I would say that we felt in the IMC that it would be 
unwise to get into price fixing, international price fixing. 

Senator Matone. How did you feel about other people g getting into 

, that is, other departme nts ¢ 

"hee Wrvant. I am talking now internationally, the IMC. There 
was just one case where they used a ceiling and a floor. When the 
proposition came up for a longer term, we shied off. 

Senator Matonr. What was that on? 

Mr. Winant. Tungsten. 

In our domestic economy, however, we were at war. We needed 
controls, at least that was the judgment and I think the correct judg- 
ment, controls to guard against inflation where you could buy perhaps 
only half of your materials, controls to hold the economy down to a 
reasonable base during the war period. 

Senator Martone. Is that the reason you would fix.a price on zine 
and lead and on the minerals that could not be produced in this coun- 
try under the wages here ? 

Mr. Winant. That I can’t answer, sir. I did not sit in on price 
control. The prices came to us, and that was as far as I personally 
was concerned. I can only assume they set a reasonable figure which 
would be near the level at the time to keep it from going higher. That 
would be the only objective. 

Senator Martone. That is exactly what they did do, and under the 
foreign prices, generally speaking. 

Mr. Winant. But we could not control the foreign prices, could 
we, sir? 

Senator Matonr. What I am trying to say to you, and probably in a 
very awkward way, is that when you fix the price that takes the profit 
out of production, you also take us out of production. I understand 
that people here in Washington all during that period were eating 
pretty well, and things were going on rather normally in Washing- 
ton, golf games and everything else, so they probably did not know 
that the operators and the miners and the workingmen in business 
could not be paid a wage continuing the wage standard of living, with 
inflation coming on all the time, and continue production. 

Therefore, you were continually cutting production in the United 
States or the mines that were running were running near the loss col- 
umn all the time. I agree with you ‘that without an agreement with 
all the countries you could not fix the foreign price. 

For example, the copper price was 3614 cents and copper was being 
purchased by some countries with our money. The zinc price and 
the lead price was 5 or 6 cents higher in other countries and they were 
purchasing it with our money and later broke the price in our country 
with it. 

Mr. Winant. I can see your point there, sir. Let me see if I can 
follow it a little bit in my own layman manner. 

Senator Martone. I am only trying to say to you—and I think you 
are an honest man in Government. You look like one, and you are 
trying to answer questions. You came in trying to do a job where 
you already had a setup where production was getting near the loss 
column in this country. 

Mr. Wrnant. That is right. 

Senator Matonr. So you immediately fix a price on ours where 
there was no profit. You could not fix the foreign price. So our 
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people began to drop out. Instead of the end being what you antici- 
pated, greater production in this country, there was lesser production, 
Instead of helping your problem, you aggravated it. 

Mr. Winant. The point I would like to make, at least in my own 
opinion, is that the question of the IMC did not come into this picture 
as far as your price problem. 

Senator Mavone. Mr. Win: int, we thoroughly understand that, but 
do you see, if we are going to understand what principles to recom- 
mend to the Senate of the United States that will encourage the avail- 
ability of these materials to us in war time, we are not concerned with 
just the IMC or just the State Department. We have somehow to 
understand the background and the growth of these agencies which 
caused the shortage in the first place. 

Mr. Wrnant. May I stick to this one point for a minute while it is 
fresh in my mind ¢ 

Senator Martone. Yes. 

Mr. Wrinanr. It was mentioned yesterday—you saw me sitting here 
so I am not betraying any confidence, I trust, in referring to one of the 
points. 

You spoke several times about the IMC being a backdoor device of 
the ITO. TI worked on the IMC from the beginning. 

Senator Marone. Did you also work on the ITO? 

Mr. Wrnant. Oddly enough, I had a fringe experience there in 
that I helped put in some of the reservations. 

Senator Martone. I put in the rest of them. 

Mr. Wrnant. This was odd enough.’ General Draper was over in 
the War Department at the time and he asked me to come over and 
help. 

Senator Martone. Is this the General Draper who spent some time 
in Germany ? 

Mr. Wrnant. Yes. He was General Clay’s economic adviser. 

As I say, I started working on the IMC at the very beginning. If 
there were any carryover from the ITO surely somebody would have 
fed me a charter. 

Senator Matone. I think not. I have been sitting here for 3 days 
and they do not give you any information. 

Mr. Wrxanr. I just want to put in the record, if you will permit me, 
that we in the DPA and the ODM have never considered any relation- 
ship whatsoever between the IMC and the ITO. 

Senator Martone. You mean the IMC was never considered until the 
ITO was turned down, at least refused further consideration by the 
Senate? Is that true? 

Mr. Wrnant. Not according to the way we saw it. Of course we 
knew ITO had been turned down. We could read the paper. But 
the IMC came in after Korea. That is the point I want to make. It 
was when we needed stuff, and we thought that was the way to get it. 
I still, looking at it through my glasses, think it was the way to get it. 
May I point out one other thing? 

It was purely a temporary organization. It wasn’t even called an 
organization. It was called a conference. You did not know how 
long the shortage period would last, so you could not pin it down and 
say how long it would last, but every time we came up to Congress or 
anytime we answered questions of Congress we alw ays said the IMC 
was a temporary organization to meet purely an emergency situation. 
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[ have a paper here which I would like to put in the record some time 
or other showing how we pulled out of each allocation as soon as that 
naterial got in better condition and then we wound up the whole 
thing. I would be very glad to read to you my statement at the con- 
nena the last meeting. 

Senator Martone. We will make it a part of the record. I have to 
vo over a little before 4:30. We will start again tomorrow at 2 
o'clock. 

You do know, if you were here yesterday afternoon, that the Inter- 

itional Trade Organization was also set up to handle shortages. 

Mr. Winanv. I heard you read that one paragraph, yes. 

Senator Matonr. You believe that paragraph, do you? 

Mr. Winant. Yes, sir. I have no reason not to believe it. 

Senator Martone. I was just wondering which side of the table you 
are on. It was denied on two different occasions before I found the 
paragraph, that you could do that under the International Trade 
Organization at all. You can do the same thing under the Inter- 
national Materials Conference, and with agreement between the na- 
tions establishing the ITO you could do the same thing that the Inter- 
national Materials Conference was set up to do. 

All you had to do was to get the agreement. You were in a position 
with an organization sponsored by a great government, not by the 
Congress of this great Government, but by the executive department 
of this great Government, to put enough pressure on in most cases to 
get other nations to agree to what you wanted to do. 

So if it is said that we did not start it or did not have anything to 
do with it except just to follow along, we had some testimony in that 
regard a while ago, not from you. 

Mr. Wrnant. We led, sir, if you want to know the truth. 

Senator Maronr. I think that is the truth. We led it and suggested 
it. 

Mr. WinanT. I am talking about the operations side. 

Senator Martone. We suggested it in the first place. 

Mr. Wi1nAnT. It was apparently agreed to. That is all I know. 

Senator Martone. All I know about it is that it is designed to do 
what the International Trade Organization could have done if it had 
been in existence with congressional approval. I read that from the 
record. Of course I was familiar with it from the beginning and 
debated it on the floor of the Senate. 

It was formed in the absence of the International Trade Organiza 
tion, to do a job that you people thought needed to be done and prob- 
ably did need to be done. 

Mr. WiInant. Wasn’t that better, then, sir, from your point of view, 
if[ might put it that way? Instead of having the organization which 
the Senate did not accept, you had a ten \porary setup that we think, 
some of us think anyway, met a serious situation and did fairly well. 

Senator Marone. I think you tried your best to meet it and I doubt 
if an International Materials Conference was necessary at all. You 
had the power to protect us with our stockpile, if we had taken care 
of courselves, which we did not do, as the evidence shows. 

We had no policy which would increase our production in this coun- 
try, our policy was to decrease production and mines are going. out of 
business now right and left. I predict to you that the zinc and lead 
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mines that are holding on today are only waiting to see what action 
Congress takes. If we renew the 1934 Trade Agreements Act, they 
will be shut down in 60 days. Then you will have what apparently a 
lot of people have wanted all along, and that is to buy all this material 
from the low-wage countries. 

In other words, you will finally have brought about the very short- 
age that the same department predicted and was dealing with. Most 
of these mines will be flooded. If you get in a war it will cost you 
millions and millions of dollars to pump the water out and retimber 
the mines and we will go ahead and appropriate it on the Senate floor 
and the Congress will follow right along. And we will have you again 
revive an organization to deal with something that should never have 
existed in the first place. 

While you were handed a tough job as you were, I do not agree with 
you that an International Materials Conference was necessary at all, 
But a committee was necessary to deal with our shortage. 

What you ended up with was allowing our stockpile to be depleted 
and giving the money to other nations to accumulate enough material 
to break our market, and that is all a matter of evidence. You did not 
intend to do it, Iam sure. 

Mr. Winant. May I say something counter to that, sir? 

Senator Martone. All right. 

Mr. Winant. In the first place, on the question of the material com- 
ing back, which you say broke the market—I think it was said 75,000 
tons of copper yesterday, and zinc was mentioned—I didn’t hear the 
amount. 

Senator Martone. I do not know how many thousand tons. It was 
enough to break it. 

Mr. Wrinant. The market is very frail at certain points, and a little 
will break it. The point was made yesterday—I think you were out 
of the room at the time 

Senator Matone. I am not out of this room very much. It was a 

ry fast point if it was made with me out. 

Mr. Morron. When Senator Dworshak was questioning. 

Mr. Winant. Senator Dworshak was making the point, and I ean 
very well see his position, that this 75,000 tons that suddenly appeared 
on the British horizon in the summer of 1953 must have been accumu- 
lated in 1952 when they may have gotten more than their share. 

ih Matone. We read the documents. They persuaded the 
International Materials Conference to allocate them more than their 
share. 

Mr. Wrnant. You know, you cannot help when a man comes in and 
asks. He might come in and ask for the moon and you cannot do 
much about it, but that doesn’t mean he gets it. 

Senator Matone. They got it. 

Mr. Wrnant. No, sir; I don’t think so. We could go on and debate 
it, but that 75,000 over a 3-year period is not a very great quantity. 

Senator Matone. Did we know they had it? 

Mr. WINANT. No. 

Senator Matone. Iam just advised by the engineer of the committee 
that they dumped about 200,000 tons of lead and zine into this country 
over avery relatively short period, 

Mr. Wixant. May I finish my point on copper? 

Senator Matone. I wanted to correct the figure you mentioned. 
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Mr. Wrinant. I said 75,000 tons of copper, sir. 

Senator MaLone. You did not mention the amount of lead. 

Mr. Winant. I did not know what it was. 

Senator Matone. I will find out. How much copper ? 

Mr. Hotperer. The copper hasn’t been dumped yet but it is coming. 

Senator Matone. I think this copper situation is still in front of 
you. When the South African copper starts to come, maybe it will 
cause a little different attitude on the part of the producers and on 
the part of the Government. They are trying to balance Chile against 
the United States. They may both start to go on the rocks, which 
could very easily happen, with American money in South African 
copper along with British money. 

Mr. Winant. The point I was trying to make there on the copper 
is that there wasn’t a great quantity tonnagewise for stocks at the end 
of a 3-year period. Copper softened and got fairly easy in February 
[ think it was, 1953. You see they took off all the international allo 
cations right in the beginning of that year. So I don’t think that 
75,000 tons was really a great amount, and I don’t think it can be argued 
that it was taken excessively from us. 

On the copper just one more point: We ran short of copper but not 
because of the IMC allocation. There was a great debate on that. I 
wrote a rebuttal on it. Let’s not go into that if you do not mind. It 
is in the record if you want it. 

The point is that you had not only price control, but you had the 
controlled materials plan and copper was one of the three materials 
under the CMP. Our people could not buy the copper at that price 
and get it out to Detroit at say the Lincoln plant or wherever they 
wanted it. It was not the IMC that caused the United States copper 
shortage. 

Senator Matonr. Who put on the controlled materials plan ? 

Mr. Winant. Fleischmann, I would say, sir. 

Senator Martone, Is he the defense—— 

Mr. Winant. He is Administrator of Defense Production. 

Senator Matone. They ran the LMC, did they not? 

Mr. Winant. Yes, sir. 

Senator Martone. I think that is plenty of explanation. 

Here is a summary on August 15, 1952, Stockpile Report to 
Congress : 

As a result of allocation actions of the control agencies, diversions of cobalt, 
copper, fluorspar, nickel, tungsten, and zine, destined for the stockpile continue 
to have a depressing effect upon stockpile receipts, but the rate of diversions 
has diminished significantly. Total value of diversions to date amounts to 
$149 million as compared with $120 million at the time of the preceding report. 

One thing ought to be entirely clear even to the casual observer, that 
having a Government official admittedly knowing nothing about the 
business except the particular thing he is in and having little connec- 
tion with other departments of the Government and in a great many 
instances not being very cognizant of the policies necessary to pro- 
mote the production or to assist in the production of the very things he 
is dealing with, does not work. Finally, the United States of America 
must get back toa principle and a policy on production in this Nation. 

I am glad when I was in the engineering business that I did not 
know how they ran the affairs of the Senate and Congress, because I 
probably would have gone out of business. I would have been seared 
to death. 
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We had a coordinated policy until about 20 years ago, and now we 
have a government by individuals. You are in there as an individual, 
and you are trying now to figure out how to make ‘all this thing go, 
Officials are trying to handle this proposition by deciding in their own 
minds whether we shall trade this industry for a m: arket for another 
product or whether they shall remake the industrial map of this Nation 
to their own liking. We should have some kind of economic prineiple 
laid down under which any investor in the United States will know 
how to oper: ate. 

That is what we are trying to figure out. We are trying in this 
committee to get all the evidence on both sides, and we think we are 
making a litt le progress. 

We had the Securities and Exchange Commission in here a little 
while ago, which had the idea for a long time that they had to deter- 
mine the fe asibility of an industry before they could allow them to 
sell stock. We got that all in the record here the other day. 

Then we have taxes. If you lose money on 3 or 4 ventures, and you 
hit one, you cannot make your losses back. They have three shots at 
you. You have the State Department, which includes the Interna- 
tional Materials Conference, and many other trick organizations over 
a period of 20 years. You have the Securities and Exchange Com- 
mission and you have your taxes. If one doesn’t get them, the other 
one does. 

I think we will adjourn this meeting now until 2 o’clock tomorrow. 
I certainly appreciate your coming here, Mr. Winant. 

Mr. Wrnant. I am glad to come and I really want to tell you more 
about the IMC before we are through. 

Senator Matonr. I want to know more about the IMC. Maybe it 
goes back a little further than even you know about, from what I learn 
from your conversation this afternoon. These are brain children of 
the people who hired you to carry out their plans, whether it is the 
International Trade Organization or the General Agreement on 
Tariffs and Trade at Geneva and Torquay, or tin agreements, or 
rubber agreements or something else. They are their brain children. 
People coming in a little late sometimes do not have all the story. 
We are finding that out. 

Mr. Wrnanv. I don’t know, sir. I will talk on that again, if I may. 
I have had help from the State Department in the management side 
of the IMC, and useful help, practical help. 

Senator Martone. What is your background in the mining business? 

Mr. Wrnant. I haven’t got any. I am a banker and a gypsum 
manufacturer, 

Senator Martone. You have no knowledge about tungsten or zinc? 

Mr. Wrnant. No, sir, I have not. I don’t pretend to. But I get 
the best advice I can from Government and they have people who are 
supposed to know. 

Senator Matonr. Who do you get it from ? 

Mr. Winant. I got it from Critchett when he was here. 

Senator Martone. Did you ever go to an expert, say, in the mining 
bureau of the Department of the Interior? 

Mr. Wrnant. Absolutely, sir. Geehan was one of our representa 
tives, the last representative we had on the tungsten and molybdenum. 
A very good man. I worked closely with him throughout. 
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Senator Martone. Did he ever tell you anything about the produc- 
tion of tungsten or where you could find it? 

Mr. Winant. No, sir; [ didn’t think that would help me. 

Senator Martone. You did not ask him anything about that? 

Mr. Wrnant. In negotiation, that is all. 

Senator Martone. I did not remember his name and I know most 
of the tungsten experts over there. 

I can direct you to 2 or 3 over there who know something about it 
and know something about how it is produced and what methods 
have to be used if you are going to have any domestic production. 

Mr. Winant. I would like to learn those things. 

Senator Marone. I hope it will not be necessary, but if it is we will 
furnish you the names. 

I will see you tomorrow at 2 o’clock. 

(Whereupon, at 4:35 p. m., the committee was recessed, to recon- 
vene at 2 p. m., Friday, January 15, 1954.) 








STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


FRIDAY, JANUARY 15, 1954 


Unirep Sratres SENATE, SPECIAL SUBCOMMITTEE ON 
MINERALS, MATERIALS, AND FUELS EcoNomiIcs 
OF THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, oP ae. 

The subcommittee met at 2:20 p. m., pursuant to recess, in the 
committee room, 224 Senate Office Building, Washington, D. C., 
Senator George W. Malone, chairman of the subcommittee, presiding. 

Present: Senator George W. Malone, Nevada (chairman of the 
subcommittee). 

Present also: Jerome S. Adlerman, counsel to the subcommittee; 
George B. Holderer, subcommittee engineer; and Richard Sinclair, 
subcommittee accountant. 


STATEMENTS OF SAMUEL WAUGH, ASSISTANT SECRETARY OF 
STATE FOR ECONOMIC AFFAIRS; THRUSTON B. MORTON, ASSIST- 
ANT SECRETARY OF STATE FOR CONGRESSIONAL RELATIONS; 
JOHN W. EVANS; WILLIS C. ARMSTRONG, OFFICE OF INTERNA- 
TIONAL MATERIALS POLICY, BUREAU OF ECONOMIC AFFAIRS; 
EDMUND E. GETZIN, METALS AND MINERALS STAFF, STATE 
DEPARTMENT; AND FREDERICK WINANT, SPECIAL ASSISTANT 
TO THE ASSISTANT DIRECTOR FOR MATERIALS, OFFICE OF 
DEFENSE MOBILIZATION—Resumed 


Senator Maronr. The subcommittee will be in order. 

Mr. Waugh, we are glad to see you here today. We know that you 
are relatively new in the Department, and we do not expect you to 
know all about the State Department in a few months. You prob 
ably are aware of the objectives of this subcommittee. We are op- 
erating under Senate Resolution 143, whic h directs the committee to 
determine the avail: ibility of critical materials in time of war and for 
our expanding ec onomy and for our secur ity. 

That injects several elements into the investigation which normally 
are not present. One is of course the availability of raw materials 
in wartime and our ability to defend transportation lines. We have 
had evidence from General Wedemeyer and Gen. Bonner Fellers 
and General Johnson, who is assistant to Mr. Thomas, who is one of 
the chief deputies to Mr. Wilson. The testimony of all of them is 
very closely allied, although they had not conferred with one another. 


191 
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We do expect to have Mr. Wilson and some of his other competent 
officials here for further testimony. The purport of everything we 
have learned is that the Western Hemisphere is going to be our de 
pendable source of supplies in any all-out fourth world war, whatever 
number they give it, and that transport of any supplies across one or 
both major oceans will be problematical. 

For many years the general policy of the Government has beer 
to promote the development and importation of strategic materials 
from these nations across one or both major oceans and we find ou 
selves now utterly dependent upon these areas for many of the ma 
terials and minerals that you cannot fight a war without. For exan 
ple, from India we get annually 800,000 or 900,000 tons of mang 
nese, which is about half of our annual consumption. The amount in 
the stockpile is classified, but I can say to you that it is not very much, 
compare «l with other materials in that category. With modern subma 
rines and atomic energy the destruction of harbors can be acco 
plished without very Much commotion and our sealanes rendered 
unusable. 

I am especially cognizant of these facts because during World War 
[1 I was consulting engineer or special consultant to the Senate Mili- 
tary Affairs Committee on strategic and critical materials, and also 
consultant to the Secretary of War on strategic and critical materials. 
Even the submarines of the Germans, awkward as they were in co! 
parison to what the Russians now have, sunk nearly 90 percent of our 
shipments of manganese, bauxite, and chromite from overseas during 
many months early in World War II. 

What this committee wants to do is to recommend to the Senate the 
policies and principles that should be adopted that will provide 
through venture capital investments the maximum production in this 
country and, whenever it is possible, complete the availability of 
critical materials in the Western Hemisphere, the area we can de fend. 

We have testimony that there is no material where we cannot 
completely satisfy our military needs in time of war from the Western 
Hemisphere except possibly industrial diamonds, and we have testi- 
mony that you can cut the use of industrial diamonds in half through 
other methods which have been developed, and we probably can get 
industrial diamonds from Brazil if a real effort were made to do so. 


HARRY DEXTER WHITE LETTERS 


So this is a very serious thing. We find letters that we dug out of 
Harry Dexter White’s memoirs and records at Princeton University 
and then found releases and letters that were based on the Harry Dex- 
ter White letter to Morgenthau advising him to buy from foreign areas 
the minerals and materials and save our own production, and later a 
Presidential announcement which without any doubt was based on the 
Harry Dexter White letter, even though the President who wrote it 
may never have even known he was alive, but somebody did who was 
in a position to write that letter which the President signed. 

Apparently and very conclusively there are two “approaches to 
destroy this Nation. One is political, which we identify as commn- 
nism. You are as old as I am and you know that communism did 
not start yesterday. It started in the United States with the recogni- 
tion of Communist Russia in 1954 when every veterans’ organization 
in America screamed to high heaven. Also there is an economic 
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approach to destroy this Nation which started at the same time in 
1934. Based on that approach these international organizations have 
been built up, some of which reached Congress and C ongress has re- 
fused to accept them, and others have not reached Congress but are 
or were operating just the same in contravention of congressional in- 


tent and consent. 

Without going any further into this matter—all of the transcripts 
are available to you, of course, executive hearings or whatever they 
are—I hope that someone close to you has an opportunity to review 
them for your benefit. 

It was necessary, then, in the judgment of the chairman and the 
committee, for us to understand the reasons and the steps leading up 
to the organization of these many conferences and organizations that 
led to these results. We are more or less cognizant of communism 
now. It has been spelled out to the country, and I think a very good 
job has been done by the Government Oper: ations Committee. But 
no one seems to be cognizant of the economic approach to do the same 
job. 

[ am reviewing this for the record, and a good deal for your benefit, 
Mr. Waugh. 

During World War II, on March 7, Mr. Harry Dexter White, of 
some fame—— 

Mr. WaueH. What year is that? 


WHITE SPONSORED THEORY THAT UNITED STATES IS A “HAVE NOT” NATION 
DENUDED OF STRATEGIC MATERIALS 


Senator Martone. March 7, 1944, during World War Il—wrote 
a communication which I am going to make a part of this record. He 
detailed the petroleum, manganese, tungsten, zinc, lead, chrome, mer- 
cury, and other materials that we were practically out ‘of and ni med 
the date that we would exhaust our supply, which was a typical ap- 
proach to the economic destruction of this country. He said, for 
example, that we had a 16-year supply of petroleum. He says on the 
basis of our 1943 consumption we would have a 13-year supply of oil. 
In other words, we would be out of oil. Then he goes on with tung- 
sten, zinc, and lead. He did not explain that what he was talking 
about were known reserves and that the known reserves are always 
increased if there are profitable operations and there is an incentive 
to explore and find new reserves. 

Since Mr. White wrote this memorandum we have doubled our re- 
serves and used so much more oil annually than we used in 1943 that 
it is hardly subject to comparison. 

In 1944 he said that in mere ury we had only a 2-year supply. As 
a matter of fact, we have no mercury deposits that it is feasible to 
operate right now because it can be produced cheaper in Spain. The 
wages there are just a few cents a day, whereas they are $12 or $15 here. 
There fore, it is not feasible to mine it in the United States, and we are 
out of mercury now. However, if the United States producers were 
assured of a profitable price I am sure that they could produce a major 
part of the United States requirements as they did in World War II. 

Suffice it to say that that is what the letter to Secret ary Henry 
Morgenthau is about: “Subject: Proposed loan to the U. S. S. R.” 
In other words, we should buy these materials from the U. S. S. R. 
and from foreign nations. 

Paragraph 3 says: 
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It is evident 





from the above 






table that, although our domestic reserves of 
petroleum, tungsten, and zinc may suffice to meet consumption requirements for 
the next decade, they will be almost entirely dissipated by the end of that period 


That was in 1943. According to White we are supposed to be out of 
all these things now, but we have practically doubled everything that 
we had then. But you have to pay 
| Reading : | 


4. Although our reserves of strategic materials could be somewhat expanded 


given an increase in price to make possible further development of marginal 
resources 





American wages to get it. 







They are marginal here when you have to pay American wages. When 
you can get them abroad for $2.50 a day and have to pay $12 a day 
here, that makes them marginal. If we could pay $2 wages in the 
United States we would produce so much that we would not know what 
to do with the minerals— 







the necessity of growing United States dependence on foreign sources of supply 
in order to satisfy anticipated postwar industrial requirements and to maintain 
adequate security reserves, is inescapable 
on United States metal reserves. ) 





(See attachment I for complete table 


I am going to make a part of the record at this point this letter of 
March 7, 1944, to Secretary Morgenthau. 


(The letter referred to is made a part of the record at this point:) 







MARCH 7, 1944. 
To: Secretary Morgenthau, 
From: Mr. White. 


Subject : Proposed United States loan to the U.S. 8. R. 






The following memorandum is in reference to your request that the feasibility 
of the extension of a large credit to the U 
raw materials be explored. 





.S.S. R. in exchange for needed strategic 
Your opinion that such an arrangement might well 
be feasible appears to us to be supported by our study of the possibilities. 

1. Recent confidential reports on our raw material resources prepared for the 
Under Secretary of Interior disclose an increasing dependence of the United 
States on foreign sources of supply for strategic raw materials because domestic 
reserves have been seriously diminished or virtually depleted. 

2. The following table indicates the extent 









of United States current reserve 
supplies for some important strategic materials which can be produced in quantity 
in the U. 8. 8S. R., in terms of prewar and current war, domestic requirements: 





Reserve domestic supplies 






On basis of our 1938 domestic On basis of our current 
consumption consumption, 1943 








Petroleum 





sie sale sda heap ...-| 16 years’ supply 13 years’ supply. 
Manganese 9 years’ supply . 3 years’ supply. 
Tungsten s 23 years’ supply-.- Do 
Zin 17 years’ supply 
Lead 7 years’ supply 
Chrome No record 

Mercury 3 years’ supply 








8 years’ supply. 
6 years’ supply. 
Less than | year’s supply. 
2 years’ supply. 














8. It is evident from the above table that, although our domestic reserves of 
petroleum, tungsten, and zine may suffice to meet consumption requirements for 
the next decade, they will be almost entirely dissipated by the end of that period; 
in the case of manganese, chrome, mercury, and lead our resources are too lim- 
ited to satisfy even probable domestic requirements of the next 10 years. The 
number of strategic materials for which our reserves are very low and which can 
be produced in the U. 8S. S. R. is greater than indicated above, and includes 
platinum, vanadium, graphite, and mica. 

4. Although our reserves of strategic materials could be somewhat expanded, 
given an increase in price to make possible further development of marginal 
resources, the necessity of growing United States dependence on foreign sources 
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f supply in order to satisfy anticipated postwar industrial requirements and 
maintain adequate security reserves, is inescapable. (See attachment I 
‘omplete table on United States metal reserves. ) 


U. 8. 8. R.- UNTAPPED RAW MATERIALS RESERVOIR 


lhe U. S. S. R. is richly provided with a wide range of strategic raw mate 
s, including metals, minerals, timber, and petroleum, but the unequal degrees 
vhich these have been developed will limit the number and volume that may 
e available for export in the immediate postwar years 
2. Rapid economic reconstruction and expanded resources development could 
creatly enhance the export surplus of the U. 8S. S. R., could sustain large-scale 
exports of metal and metallic ores, petroleum, and timber at an average value of 
it least $500 million, not including exports of other materials, such as furs and 
semimanufactures 
;, It therefore appears that a financial agreement whereby the United States 
uid extend a credit of $5 billion to the U. S. S. R. for the purchase of industrial 
agricultural products over a 5-year period, to be repaid in full over a 30-year 
wriod, chiefly in form of raw material exports, would not only be advantageous to 
United States, as well as helpful to the U. S'S. R. but would be within the 
s of feasible trade between the two countries, since the amount we would 
to purchase would be in excess of the repayment which the U. 8S. 8S. R. 
id be required to make under the proposed loan terms. (See attachment II 
suggested terms of U.S. S. R. repayment for United States credits.) 


[IS THE PROPOSED FINANCIAL AGREEMENT PRACTICAL AND DESIRABLE? 


he proposed financial agreement appears practical because: 
rhe prewar restricted pattern of trade should not be used to define the po- 
tentials of postwar trade between the United States and U. 8. 8. R., since both 
economies have been fundamentally restructured by the war. In both the United 
States and U, S. S. R. the accelerated expansion of production capacity and 
tional output which has been achieved during the last 3 years indicates the 
ew and larger dimensions which foreign trade can assume in both economies 
the postwar period. (See attachment III for a summary of United States- 

U.S. S. R. trade relations during the interwar period 1918-88.) 

a) The low level of prewar international trade relations were both a symptom 
nd a cause of deteriorated economic and political international relations. It is 
ealistic to assume that as compared with prewar years a decreasing proportion 

of expanding Soviet resources will be devoted to war industries, thereby creating 
an enlarged export potential through the release of resources. 

3. Since the U. S. S. R. has a completely state-controlled economy, the extent 
and character of its surpluses and deficits (i. e., imports and exports) are largely 
determined by planning decisions covering the allocation of manpower, materials 
and equipment, it will be possible for the United States to influence the Soviet 
pattern of anticipated national surpluses and deficits. 

4. If United States trade plans are premised on an expanded volume of trade 
and a correlative increase of United States import requirements, the expansion 
of trade between the United States and U. 8. S. R. need not necessarily involve a 
reduction in total United States imports from other areas. 

rhe proposed financial agreement appears desirable because : 

1. The United States will obtain access to an important source of strategic raw 
materials which are expected to be in short supply in the United States after the 
war, 

2. The United States will also be assured an important market for its indus- 
trial products since the U. S. S. R. represents one of the largest single sources of 
demand in Europe and is ideally suited to supply us with a large and varied back- 
log of orders for both producers’ and consumers’ goods. Such a sustained de- 
mand could make an important contribution to the maintenance of full employ- 
ment during our transition to a peace economy. 

3. Moreover, the United States will not only be assured a desirable market 
because of the anticipated volume of demand the U. S. S. R. will exercise, but 
because of its superior repayment potential compared with other foreign buyers 
of American products. 

4. An arrangement of this character would provide a sound basis for continued 
collaboration between the two Governments in the postwar period. 





MATERIALS 


| 
< 
= 
= 
fa 
© 
a 
Z. 
< 
2 
Oo 
& 
& 
< 
[a 
a 
MD 


STOCKPILING 


196 


(save) 
uorj}duins 
-uoo jenuusB 
quealino 
JO sul10} 


COAING [vO]ZOpOo) ‘1O[IEjUY JO JUGMIIBdEQ ‘CPEI ‘I “UBS JO SB PUNOIDH OY Uy S[eseUy PY JURIIOdUI] JO SeAtasaY JO SoyeUUpIsy AIeUTUTT[OIY 


SU01 310Yys 000'F6 
suo} 440YS 000‘EL 
04} SU0[ 000'ZZE" 
¢ SUO} OOK 
suo4 31048 000‘01 
suo} Ju0] 00ST 
“-"-S¥sepy OI 
SU0} 14048 000'L 
SU01 110Y8 000'F 
SUO1 110Y8 000"SZ 
$0} 11045 008 
01 440ys 
SU0} J10YS R'E 
suo} Jud] ( 
suo} Zuo] 
suo] 11 
s[o.lieq 
SU0} Z09"CTt 


SU0} 162808" 


syyun 000) 
S9AIVSOI PSIBUI] Se JUBLIN,) 


S76] Ut spr 


(000‘000$) 
aod 


poems 4sy 


jutu pUuDIL0d 


oISOMIOp pe VUyIs | 


SU03 31048 006‘Z 
SU0} 24048 09 
sud} 310Y8 80z‘S 
SU0} 3.10yS 098 
SU0} 4104gs 98E 
SUO} J10YS OFE*S 
Sysep Zoos 
SU04 410Y8 006 
SU0} 7108 LIL 
SU04 31045 FZ9'T 
SUO} JOYS 1°SZ 
SU0} 11048 OT 
SU03 110YS F'¢ 
SU0} ZU0CT 006 
suo} Zuo] OFT 
SU0} J10YS OOS*ITT 
S[aliBq 000‘ LO 
SU0} 11048 0OR‘9S 
SU0} 440Y8 000'Z8S 


000) woy}duInsu0CD 


(000‘000$) 
aoyid 
@ARIVAR 
payemyisq 


| 
| 


sU0} 3104S OOI‘S 
SU0} 4.1048 0OL 
810} 140ys8 009'¢ 
S10} 2410S O98 
“SUl0} 110YS SOF 
S03 140YS 9Z0‘L 

¥ SYSV C'¢ 
suo} 10Y8 FL 
~--SU0} 21048 OFF 
SU0} 21048 RR0‘T 
““SU0} Z10US $°6Z 
suo} W0Ys 2 
SUuO} J10YS J 
SU0} SU0T OO 
suo} Sud] ZZ 
SU0} TOYS PCC'ET 
S[eJ18q 0000s" 
suo} 140ys a 
SU04 10YS 000'6RE 


*¢ 
« 


I 
I 
I 
I 


s}7un 000 


uo} ON pos peiwuyisy 


aoInog 


“aqyMo[Op snid aysousuyy ¢ 


OsSeUut 


Wt pajrajas fo saasasa4 pun ‘saorid ‘uoydunsuos ‘uorjonpoid paynmusy 


] INANHOVLLY 


“sB0A | UBYY SSO] 1 


injjng 

(O&™) yseiodg 
yood ajeyqdsoyd 
oTseuse 
sedsion| J 
Supeld [[e ‘oIxneg 
~ AINDIBIY 
oulz 

pve’] 

soddop 

 AJOIN 
ueyssun,L 


Sepels [[B ‘aIyuIOIY OD 

IBUI JUBdJed CE ‘eSeUBZUB IY 
a0 uoJ] 

Ine[ol1ed 

aOBIyIUy 


[BIOUT 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 197 


United States imports and exports of selected important minerals 


Exports, 1938 Imports, 1938 


Value in 
dollars 


Commodity 


Quantity Quantity 


inous coal oes — ( 10,490,000 long tons 241,000 long tons. 
rarite coal . 1 1,909,000 long tons 343,000 long tons. 
roleum i 51,222,000 barrels 26,000,000 barrels 
pre 492.000 long tons 5 9 2,122,000 long tons 
nganese ore é 2 a ¢ 124.000 long tons 
nite sate 2 4, R55, 342,000 long tons 
ydiium . (2 2 S91 10 short ton 


@) 13 162,000 nounds 


25 pounds 

000 | 844,027,000 pound 504,000,000 pounds. 
5, 000 46,000 short to 64,000 short tons 

, 000 8,000 short 19,000 short tons 

Q 33, 000 | 179,000 pound 

000 | 57,000 lone tons 21, 000 $55,000 long tons. 
1 
1 


spar » 9,061 | 788 short tons 87, N00 ,000 short tons 
> wy) 7 1 short ton 


esite and dolomite (2 , ) ‘ 
phate rock 3, 637,000 | 1,140,000 long ton ), 000 | 7, short tons 
tash K2O = + nite 2, 599, 000 | 84,000 short tor 3, 500, 00K 193,000 short t 


332, 000 575,000 long tons 5 000 51 long tons 


000 | 983 short ton 000 | 17,000 short tons. 
3,000 | 2,000 short tons 664, 000 | 5,761 short tons 
33 troy ounces 4, 366, 000 | 161 troy ounces. 
| 


Data not available. 
2 Notexported in quantity, 


uree: Treasury Department, Division of Monetary Research, Mar. 9, 1944, 


ATTACHMENT II 
TERMS OF REPAYMENT 
(This schedule deals with the repayment period and rate of interest at 3 percent 


repayment period 30 years.) 
This attachment not reproduced at this time—relatively unimportant. 


ATTACHMENT III 


(Summary of facts on trade relations between the United States and U. 
during the interwar period, 1918-38.) 
Not copied at this time. 


Senator Matone. On January 10, 1945, less than a year later, we 
find the Secretary of the Treasury sending a memorandum to the 
President based on the Harry Dexter White letter. As I said before, 
I doubt if the President ever met the man. He probably never knew 
the origin of this concept. It reads: 

I suggest consideration be given to a financial arrangement with the U.S. S. R. 
to provide her with $10 billion credits for the purchase of reconstruction goods 
in the United States, with provision for repayment to us chiefly in strategic raw 
materials in short supply in the United States. 

It goes on that— 

The interest rate could be 2 percent amortized over a period of 35 years. 

The Russians have more than adequate means to assure full repayment. 

There are three principal sources from which she can obtain the necessary 


amount of dollars * * * selling to us strategic raw materials which are in short 
supply in the United States * * *. 


Why are they in short supply? The conclusion is inescapable that 
it was because of the false principles advanced under the plausible 
guise of conserving our national resources that we have been putting 
into effect in the United States of America. 

Paragraph 3: 
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An important feature of this proposal is that we will be 
depleted natural resources by drawing on Russia’s huge 
needs of industrial raw materials in short supply here. We would be able 
to obtain a provision in the financial agreement wherby we could call upx 
Russia for whatever raw materials we need without 
our part to buy. 





conserving our 


reserves for current 









giving a commitment o 


I will include in the record at this point the memorandum for the 
President of January 10, 1945. 
(The matter referred to is as follows 3) 


JANUARY 10, 1945 


MEMORANDUM FOR THE PRESIDENT 


A $10 BILLION RECONSTRUCTION CREDIT FOR THE U. 8B. 8S. R. 







I suggest consideration be given to a financial arrangement with the U. 8. 8. R. 
to provide her with $10 billion credits for the purchase of reconstruction goods 
in the United States, with provision for repayment to us chiefly in strategic raw 
materials in short supply in the United States. 

1. The interest rate could be 2 percent, amortized over a period of 35 years. A 
schedule of repayments is attached. 

2. The Russians have more than adequate means to assure full repayment 
There are three principal sources from which she can obtain the necessary 
amount of dollars. 















(a) Selling to us strategic raw materials which are in short supply in the 
United States because of our depleted natural resources. (See attached 
memorandum. ) 

(b) Russia will be able to develop substantial dollar assets from tourists 
trade, exports of nonstrategie items to the United States, and from a favor- 
able balance of trade with the rest of the world. 

(c) Russia has a stock of gold estimated at $2 billion now and is re- 
ported to be able to produce from $150 milion to $250 million per year. These 
gold resources can be used to pay her obligations to the United States to the 
extent that her other dollar sources are not adequate. 

3. An important feature of this proposal is that we will be conserving our 
depleted natural resources by drawing on Russia’s huge reserves for current 
needs of industrial raw materials in short supply here. We would be able to ob 
tain a provision in the financial agreement whereby we could call upon Russia for 


whatever raw materials we need without giving a commitment on our part to 
buy. 









1. This credit to Russia would be a major step in your program to provide 60 
million jobs in the postwar period. 











CONSERVATION OF UNITED STATES NATURAI 
rHE U.S. 


RESOURCES AND IMPORTS FROM 


5. R. 







The United States has had to draw heavily on domestic raw materials reserves 
during the war to meet peak production requirements. The following table pre 
pared from some recent confidential reports for the Secretary of Interior dis 
closes the depleted natural resources of the United States, and emphasizes the 
need for conservation measures, 










Reserve domestic supplies 





On the basis of our 1939 On tl 


e basis of our current 
domestic consumption 


consum ption—1%43 















Petroleum 





16 years’ supply 








13 years’ supply 
Manganese 9 years’ supply } years’ supply 
rungsten 23 years’ supply Do. 
Zinc. 17 years’ supply. 8 years’ supply. 
Lead 7 years’ supply.---- 6 years’ supply. 
Chrome 






No record 


; Less than 1 year’s supply 
3 years’ supply. 


Mercury 
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We could safeguard and conserve our strategic material reserves in postwar 
years Which are now at a minimum level, by importing from abroad to 
ordinary annual production requirements. The U. 8S. 8S. R. has 


meet 
tremendous 
reserves of many materials which the United States will urgently require after 
he war. A reconstruction loan to the U. 8. 8S. R. will give the means whereby 
we can conserve our natural resources for the next two generations, by utilizing 
Russian reserves. The U. 8. S. R. could provide substantial quantities of stra- 
egic raw materials for an annual basis within 5 years after the close of the war 
s indicated in the following table. 


Metals and metallic ores (manganese, tungsten, graphite, mica, 

chrome, mercury, iron ore, platinum, copper) . $80, 000, 000 
limber and wood products sé euhis.o 45, 000, 000 
Petroleum eile jpieaee a _ 80, 000, 000 
Oils and oilecake 10, 000, 000 


Other industrial raw materials 15, 000, 000 


UO cae J vi 200, 000, 000 


payment schedule for advance of $10 billion credit for 35 years at 2 percent’ 


[Millions of 


1, 000 


2, 5OO 


3, 000 
» 500 


O00 


is for negotiation, 


Senator Marone. Mr. Secretary, some of us have been working 
about 14 hours a day on this since Congress adjourned last summer. 
We find instances where foreign nations upon whom we have become 
dependent for certain strategic materials, stopped exports even in 
peacetime when it suited their purposes—we would be at their mercy 
in wartime. 
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For example, in peacetime a certain nation stopped the shipment 
of monazite sands that we needed at that time for our uranium nuclear 
energy setup. If there was no other source, ye! had us in their power, 

No one in his right mind thinks you can get 900,000 tons of man- 
ganese from certain present sources of supply when war starts. Even 
if we were able to ship it across the oceans, these nations because 
of political reasons could refuse to ship it out of their country. You 
cannot make a ton of steel without manganese. 

Here now is a letter from the Secretary of the Treasury, undated, 
presumably about the same time, from Mr. Morgenthau to the Presi- 
dent at the White House. 


During the last year I have discussed several times with Mr. Harriman a plan 
which we in the Treasury have been formulating for comprehensive aid to Russia 
during her reconstruction period. We are not thinking of more lend-lease or 
any form of relief but rather of an arrangement that will have definite and long- 
range benefits to the United States. 


The next paragraph: 


Ambassador Harriman has expressed great interest and would like to see the 
plan advanced. 


I will just enter the letter in the record at this point. 
(The document referred to follows :) 


THE SECRETARY OF THE TREASURY, 
Washington. 
The PRESIDENT, 
The White House, 

My Dear Mr. PrResiveNnr: During the last year I have discussed several times 
with Mr. Harriman a plan which we in the Treasury have been formulating for 
comprehensive aid to Russia during her reconstruction period. We are not 
thinking of more lend-lease or any form of relief but rather of an arrangement 
that will have definite and long-range benefits to the United States 

Ambassador Harriman has expressed great interest and would like to see the 
plan advanced. I understand from him that the Russians are reluctant to take 
the initiative but would welcome our presenting a constructive program. 

You will recall that at Quebec Mr. Churchill showed every evidence that his 
greatest worry was the period immediately following V-E Day. We have now 
worked out the phase 2 lend-lease program with the British after 2 months’ very 
hard work. 

I am convinced that if we came forward now and present to the Russians 
a concrete plan to aid them in the reconstruction period, it would contribute a 
great deal toward ironing out many of the difficulties we have been having with 
respect to their problems and policies. 

I hope that you will give me an opportunity to present to you the work which 
we have been doing here in the Treasury over a period of a year on this subject. 

I am furnishing Mr. Stettinius with a copy of this letter for his consideration. 

Sincerely, 


Senator Martone. Now, Mr. Secretary, I have in my hand a release 
by the President of the United States of July 23, 1946, upon the occa- 
sion of his signing the stockpile bill passed by the C ongress, which is 
very enlightening in view of the past correspondence. This is the 
release signed when he approved Public Law 520 : 


I have today signed the Strategie and Critical Materials Stockpiling Act be 
cause it is important to the national interest that this Government have the 
power to acquire stockpiles. 

It is only because of the overriding importance of this purpose that I am able 
to overcome my reluctance to signing a bill which reaffirms the applic: ation to 
stockpile purchases of the provisions of title III of the act of March 3, 1933 (47 
Stat, 1520), known as the Buy American Act. Those provisions will not only 
materially increase the cost of the proposed stockpiles but will tend to defeat the 
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servation and strategic objectives of the bill by further depleting our already 
idequate underground reserves of strategic materials 


[It is obvious that this statement parallels the White and Morgen- 
thau letter. I know this President, and I thoroughly disagreed with 
him on practically everything he did, but he was a patriot, in my 
opinion. He was not a traitor to this country. He just did not 
know who was writing these memos and releases, who was planting 

ese ideas and concepts in his mind. That is the danger to the 

esent administration. 

| will make a part of the record memo of July 23, 1946, Statement 

the President at this point. 

Che matter referred to follows: ) 


STATEMENT BY THE PRESIDENT IN APPROVING 8S. 752 


Daw 


I have today signed the Strategic and Critical Materials Stockpiling Act be 

iuse it is important to the national interest that this Government have the 
power to acquire stockpiles. 

It is only because of the overriding importance of this purpose that I am able 

overcome my reluctance to signing a bill which reatflirms the application to 
stockpile purchases of the provisions of title III of the act of March 3, 1933 (47 
Stat. 1520), known as the Buy American Act. Those provisions will not only 
materially increase the cost of the proposed stockpiles but will tend to defeat the 
servation and strategic objectives of the bill by further depleting our already 
idequate underground reserves of strategic materials Furthermore, there 

n be a serious conflict between those provisions and the foreign economis policy 
which this Government is actively pursuing. It also seems to me that the appli 
cation of the Buy American Act may frequently hamper the effective achieve- 
ment of the essential purpose of the legislation which is to enlarge the stock of 
vital raw materials available within our borders in time of possible emergency. 

The Buy American Act requires that only articles produced or manufactured 
from materials originating in the United States shall be purchased for public 
use. However, the act also provides that exceptions to this rule may be made 
when Buy American purchases are determined “to be inconsistent with the public 

terest or the cost to be unreasonable,” This provision clearly indicates that the 
stockpiling program should not be used as a means of generally subsidizing 

ise domestic producers who otherwise could not compete successfully with 
ther domestic or foreign producers. Furthermore, to insure that the necessary 
tockpiles are accumulated as rapidly as deemed advisable and with a minimum 
ist Ot the public, this act should not be used as a device to give domestic inter 
sts an advantage over foreign producers of strategic materials greater than 
that provided by the tariff laws 

It is the policy of this Government to work for international action to reduce 
trade barriers. We have proposed to other countries a set of principles gov 
erning trade, and look forward to the successful conclusion of broad interna- 
tional arrangements embodying the essential principles of these proposals. 
Pending the conclusion of such arrangements, it is the policy of this Government 
to avoid taking measures that will raise barriers to trade or prejudice the ob 
jectives of the forthcoming discussions. We are asking other countries to follow 

milar policies. 

The United States is opposed to governmental policies fostering autarchy, for 
tself as well as for others. Encouragement of uneconomic domestic production 
nd unjustified preferential treatment of domestic producers destroys trade 
nd so undermines our national economic strength. A large volume of soundly 
based international trade is essential if we are to achieve prosperity in the 
United States, build a durable structure of world economy and attain our goal 
of world peace and security 


Senator Martone. We wanted to know what was behind the Inter- 
national Trade Organization up to the point Congress rejected it, 
and what was behind the subsequent organization of the International 
Materials Conference which was organized by the State Department. 


89888—54— pt. 4 14 
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I say the evidence will show that International Materials Conference 
was organized to take the place of the International Trade Organiza- 
tion. This was denied here by witnesses now present and proven 
wrong in the testimony the next day. 

You could do the same thing in the International Materials Confer- 
ence that you could do in the International Trade Organization and 
you were doing it—all headed toward an international understanding 
and agreements for the division of materials under what were called 
Kntitlements for Consumption. 

Probably you never heard of that. I never did until I started 
digging into this matter. 


HONEST GOVERN MENT 
PHOUGHL AWARE 
NATIONS 





ADMINISTRATORS WERE 
THAT IT WAS MAKING 





FOLLOWING 


Us 


INSTRUCTIONS 
DEPENDENT ON FOREIGN 

















We also have evidence to show that each of these organizations which 
were set up did not know what the other organizations were doing. 
There are good, honest individuals at the head of many of them doing 
a good job under their instructions, but the ultimate end of all this is 
to make us dependent upon foreign nations for the materials and 
minerals that you cannot run your civilian economy or fight without, 
and you are moving from a civilian economy to a war economy. 

Now we will continue with these documents. 

There was considerable argument here, which will show in the 
record, whether we could have the documents even in an executive 
session. We finally worked out an agreement that we would use them 
in executive session and then discuss with the State Department which 
of these documents could be made public later. 

So the documents that have been going in the record for the last 4 
days and today, to the end of this discussion, are in an executive record 
available to Senators, but not for outside dissemination. 

(This record as printed has been declassified. ) 

We have here a document identified as No. 3. 

I want to say again, Mr. Secretary, that I have the utmost sympathy 
and consideration for any Government official who will answer ques- 
tions frankly and above board. I have no patience with a Government 
official who takes up about three pages of testimony and when you get 
through you do not know what the answer is. We have had con- 
siderable experience here in the last 3 or 4 days in both categories. 
This document is undated. I am advised it was prepared in 1950 be- 
fore the IMC, the International Materials Conference, was consum- 
mated. It bears No. 103 at the top. This is marked as a memorandum 
or note for the President: 





The following paper is for your preliminary information. The subjects dis- 
cussed in it will not come up until the Wednesday meeting. The positions in the 
paper have not been cleared by other than the State nee but copies have 
been sent to all interested departments and agencies. A revised paper will be 
submitted Tuesday if this becomes necessary. 

We were confronted with a reduced civilian consumption here and 
with an increased allocation to certain foreign nations. For your 
information, Mr. Secretary, yesterday the information from other 
documents showed that the British had requested that we curtail our 
civilian use and our stockpile for their benefit. That is to say, that 
they were entitled to more of these materials than they had been get- 
ting. 
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It has also been developed in other hearings that they were able to 
get enough zine and lead to break the market here when they turned it 
loose last year. We had pre viously of course furnished them money 
to buy it. So our own mines are practically gone at the present time. 
| shall now continue reading. 

In reducing civilian consumption, minimum requirements essential to the opera 
tion of civilian economies here and abroad must be met. With respect to less 
essential civilian needs, the principle of equality of sacrifice, as among the 
United States and other free world nations, should prevail. As the United 
States is now operating at higher levels of civilian consumption than a number 
f other Western European countries, this may mean greater cutbacks in this 
ountry than in certain other countries. 

It was without regard to the living standard difference or any other 
situation. 

The question that I would like to ask of you, then—and I do not 
expect that you will be familiar with these documents, but you have 
men with you who should be—is, who decided that we should take a 
ereater cut than other countries in our civilian use and who in the 
State Department is responsible for this unique definition of equality 
of sacrifice? That is the qeustion. 

Mr. Wauen. I would not know the answer to either question, sir. 

Senator Martone. Would you designate some of your people here 
who might have the answer ? 

Mr. Wavau. Iam not sure who signed this document. 

Mr. ApterMAN. The document was prepared by the State Depart- 
ment, and then there was a memorandum prepared for the President 
by the State Department. I don’t think this is signed by anybody. 
I don’t know who signed it but it came out of your files in your De- 


partment. It says that it was prepared by the State Department, not 
by any other agency. 

Senator Marone. At the time it was prepared for the President it 
was not cleared by other agencies. 

Mr. Wavuen. I would be glad to have any of you answer it if they 


can, 

Mr. Evans. I am unfortunately not able to furnish the informa 
tion as to who prepared the document. I assume it must have been 
drafted originally in the Office of International Trade Policy. 

Senator Matonr. Who would have been the head of that policy, 
who directed that policy at that time? 

Mr. Evans. I believe a Director of the Office at that time was Mr. 
Winthrop J. Brown, but I don’t know what individual drafted the 
document. It was a Department paper when it left the Department. 

Senator Maronr. Had you seen it at that time? 

Mr. Evans. I had not seen this, sir, because this occurred imme- 
diately before the formation of the International Materials Con- 
ference as I testified here the other day. I was in England, you 
recall. 

Senator Martone. Where is Mr. Brown now ? 

Mr. Evans. Mr. Brown is in London. 

Senator Manone. He is with the London office of the State 
Department ? 

Mr. Evans. He is in the Embassy in London. 

Senator Matonr. This question might be submitted to Mr: Brown 
through the State Department diplomatic pouch. 

Mr. Evans. Senator, might I comment on this equality of sacrifice? 

Senator Martone. Yes. 
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Mr. Evans. I, as I say, am not familiar with the individual who pre 
pared this document, but I do know that the phrase, which probably 
was not well selected— 

Senator Manone. It is about the same as other select phrases we 
have had here. 

Mr. Evans. At least as interpreted in the future policy decisions, 
the phrase did not mean equal consumption. In other words, there 
was allowance made for the different level of standard of living 
consumption im different countries. At no time that I know of d 
we adopt a policy which entitled foreign countries to maintain the 
same level of consumption per capita as in the United States. 

Senator Mavonr. We are still interested in who would make such a 
decision and cut the consumption of the country which was manufac- 
turing practically all of the material used in the war. 

Mr. Evans. I would like to add also, Senator, that if I interpret 
this paper correctly, this was a proposed decision which would be 
taken internationally by various countries. We were on the import- 
ing side on a good many of these commodities. 

Senator Matone. Unfortunately we were in the position then that 
we are now, promoting that dependency. 

Mr. Evans. We were in an emergency in which we needed ma 
terials very badly. 

Senator Martone. Therefore, we were in the power of these na 
tions. I tried to explain that awhile ago. You are subject to any 
kind of pressure that the foreign nation wishes to put into a resolu- 
tion or conference when you are dependent upon them for something 
you cannot fight without or live without. 

You explained yesterday in great detail why it was necessary to 
build these nations up and why you think that we ought to Bey, these 
materials from those nations. I think you made it very clear, but 
you found yourself in war, dependent upon these nations for apddale 
and materials you could not fight without. Therefore, you had to do 
what they asked you to do. 

Mr. Evans. Sir, 1 am merely referring to the situation which existed 
t the time after the Korean war when we badly needed materials for 
the defense effort and for industrial use in the country. 

Senator Matonr. What are some of these materials that you had 
to have? 

Mr. Evans. Limiting ourselves for the moment to those which were 
dealt with under the International Materials Conference, we clearly 
needed imports of nickel 

Senator Martone. Where do you get the imports of nickel ? 

Mr. Evans. Largely from Canada. 

Senator Martone. What did that have to do with it? 

Mr. Evans. It was one of the commodities which was allocated under 
the International Materials Conference. The agreement under the 
conference— 

Senator Martone. Could you not buy whatever nickel was available, 
and was not Canada very willing to take the money for the nickel 
which was going into the defense of both Canada and the United 
States / 

Mr. Evans. One of the problems we were faced with, Senator, was 
that there were plenty of countries who were willing to buy Canadian 
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nickel, Chilean copper, and so forth, and were bidding up the prices 
to unconscionable prices. 

Senator Matonr. With our money. You understood that, too, did 
you not? 

Mr. Evans. In some cases; yes. 

Senator Matone. In other words, we gave them much more money 
ian they needed to buy this material and they bid them up. 

“ie Evans. The Canadians also were in the market buying materials, 
who as far as I know had none of our money. 

Senator Matone. They were buying and stockpiling; were they not? 

Mr. Evans. I don’t think they were stockpiling them. 

Senator Matonr. What would they do with them? They certainly 
were not using all the nickel. 

Mr. Evans. These were industrial demands all over the world and 
demands of speculators, primarily private demands. 

Senator Martone. That is true, and you had plenty of control 
through the money that we were giving these nations throughout the 
wor Id. 

Mr. Evans. Sir, I don’t believe we were in position to control the 
purchases of all the nations who were buying, but the point—— 

Senator Martone. You at least could cut off the income, the money 
that they were using. Molybdenum was one of these materials, was 
it not? 

Mr. Evans. Molybdenum was one that was allocated. 

Senator Martone. And we produce more than any nation in the 
world, practically the only major producer. 

Mr. Evans. That is right, sir. 

Senator Matonr. That was included. 

Mr. Evans. That is right. 

Senator Maronr. I think your reasons fall flat on their face. 

Mr. Evans. What I tried to say, sir, is that the minerals went both 
ways. In some cases we were the contributor, as it were. In other 
causes we were the receiver. 

Senator Matone. What you felt was necessary was for us to put 
up the money for every nation in the world or at least in Europe, to 
buy these materials, such as the copper in Chile, and it is very clear 
that they paid as high as 50 cents a pound for it in England and other 
places with money that we had previously given them. We took the 
upward price bidding as an excuse that we had to enter into this 
great organization. 

Mr. Evans. I of course did not make the decision to give any other 
countries any money, nor did I make the decision to establish the 
International Materials Conference, but I am trying to explain—— 

Senator Martone. You did not have anything to do with it at all; is 
that it? 

Mr. Evans. I have not said that. 

Senator Martone. You did not mention it to anybody and had 
nothing to do with the organization ? 

Mr. Evans. I have not said that, sir. I said I did not make the 
decisions. 

Senator Matone. Did you? 

Mr. Evans. I did not make the decisions. 

Senator Matone. Did you have anything to do with the organiza- 
tion of the International Materials Conference? 
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Mr. Evans. I did have something to do with it in the sense that 
I have explained, that the office of which I am now the Director was 
part of the State Department which was concerned with its organiza 
tion. Ithink, sir, as we have already testified, that the decisions made 
by the United States representative in the International Materials 
Conference were made by another agency. 

Senator Matonr. What other agenc vy would that have been? 

Mr. Evans. The Office of Defense Mobilization. 

Senator Martone. This is all very interesting, and IT think before 
we get through, if you are not willing to tell us, we will know t! 
State Department spearhead 
Materials Conference. 

Mr. Evans. The State Department did spearhead it before it began 
oper ating ; yes, sir. In other words, it was the agenc Vv in the Govern 
ment principally concerned with the organizational phase of the 
International Materials Conference, before it began to operate. 

Senator Matonr. Then the State Department did spearhead the 
organization. 

Mr. Evans. Yes, sir; on direction from the White House. 

Senator Matonr. Did the White House receive any previous memo 
that this was necessary from, say, the State Department or the 
Treasury Department ? 

Mr. Evans. Before the meeting that the President had with Prime 
parniste r Attlee, the State Department prepared information for the 
President on the basis of conversations with the British and other 
nations that had indicated their concern about the increasing mate- 
rials prices and prepared the position paper which I think you now 
have under discussion, sir. 

Senator Mavone. All right, I will read a paragraph, from page 2 
of the same document No. 3. 


ie 


sd the organization of the International 





Also the United States is initiating steps toward international control over 
certain materials produced and consumed globally. We have sought cooperation 
from the commonwealth countries to assure adequate supplies of wool for United 
States military requirements. We are seeking a special international conference 
on rubber. We are considering the establishment of international 


allocations 
for tin and copper. 


We have considerable evidence on the wool produce ‘tion. We have 
cut wool production in the United States squarely in two in the last 
very few years through the policy of pureh: ses abroad, and by ab- 
solutely free interchange between countries in which the cost of 
raising the sheep unit is almost exactly one-fourth of what it is here. 
You are in a fair way of buying all your wool someplace else if you 
keep this up, as you are in many of these other materials. So you 
see you are fin: ally carrying out the plans and schemes of Mr. White 
and his successors 

Mr. Evans. Sir, you are not saying that Mr. White’s plans and 
schemes are mine ? 

Senator Matonr. IT am saying somebody is carrying out these 
schemes and somebody was carrying it on Doles the work of the 
International Materials Conference, and here is a man such as Winant 
who I think is just as honest as the day is long, who has done a good 
job, who knew nothing about what you were doing in some other 
organization which changed its base to keep out of the line of fire. 
Somebody is directing this organization of all these materials. We 
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are looking for that direction and it could be we will find it before we 
get through. 

Mr. Evans. Senator, may I agree with you very strongly on one 
point for the record, and that is I am complete ly in 7 at 
with the forecasts made by Mr. White. I have never believed any 
forecasts that we are going to run out of materials within any given 
lenoth of time. I have seen forecasts of that kind for many years 
ever since I have had anything to do with raw materials. I am in 
complete agreement with you that forecasts made at the time Mr. 
White made them or made today are meaningless. 

Senator Matonr. They are not meaningless if you understand it, 
but they are utter idiocy in such publications as that at hand. 

Mr. Evans. The “vy are highly misleading. There is no doubt about it. 


GOVERNMENT PROGRAM BASED ON FALSE AND MISLEADING INFORMATION 
AS TO ACTUAL MINERAL RESERVES IN UNITED STATES 


Senator MALONE. We based our W hole Government program for our 
national defense and civilian economy on this sort of misleading and 
false information as to the actual mineral reserves in the United States. 
There can be ho doubt about it in my opinion. They bring such men 
as Mr. Waugh in and our friend, Don Lourie, some of the most highly 
respected personnel in the United orates of America, and they come 
and go without knowing what is going on, relying on information 
prepared by people under them su hi as White. That is what we are 
trying to find out. It is hard for a Senator to find out in a committee 
what is going on. T am willing to concede that you don’t understand 
where we are heading, but your frank testimony — | help us find 
out your viewpoint, and we have had very little frank testimony from 
you to date. 

Mr. Evans. Lamtrying to beas frank as I can, sir. 

Senator Martone. You read some of the testimony that you have 
given us, and Mr. Armstrong, too, and see what you would decide. 
You still have plenty of time to do it and to come right through and 
give us frank answers. 

Apparently this document was prepared before the President met 
with Attlee, and said the United States is initiating steps toward inter 
national control of certain materials produced and consumed globally. 
[read that paragraph. 

I will ask you the question if this does not clearly indicate that the 
initiative for international allocations arose in our own Department 
of State. I would like to have a direct answer on that- 

Mr. Evans. I think that the initiative so far as the United States 
Government is concerned probably did. I am not certain that that is 
so. I know that there were conferences of all the agencies concerned 
before the President met with Prime Minister Attlee. 

Senator Martone. Let’s say we initiated it through the United States 
Government and the Department of State probably led the discussion. 

Mr. Evans. The Department of State, of course, was the immediate 
recipient of many calls from the Ambassadors of foreign countries 
who were extremely worried about the fact that they were not able to 
buy raw materials except at increasing prices. So I think it is probably 
true that the State Department began the discussions within the Gov- 
ernment, sir, although I cannot testify positively that that was the 
case, 
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Senator Martone. You maintain a perfect record. 

The State Department of the United States rather than the United 
Kingdom or any other nation initiated the control that is discussed in 
this paper. You would agree with that, would you not? 

Mr. Evans. I just said, sir, I think it is very probable but I cannot 
testify that it was so because I was not in the country at the time. 

Senator Martone. That is still a perfect record. 

There are many details which are very interesting and will be, I am 
sure, to the Senators and will be to the Assistant Secretary of State. 

Paragraph No. 5 says: 


United Kingdom cooperation should be sought for the international allocation 
of tin and copper. 


We have another document here headed “Raw Materials Problems.” 
From page 2 , paragraph 2, under General principles: 


In cutting back civilian consumption, the minimum requirements essential to 
the operation of civilian economies must be met, and the principle of equality 
of sacrifice in relatively less essential activities should prevail. The United 
States can better afford to eliminate certain civilian uses of raw materials than 
can most of our allies, because the United States has a higher standard of living, 
more adequate supplies of consumer goods, and a wider range of uses of raw 
materials in less essential fields. Nearly all of our allies have been experiencing 
severe shortages of convertible currencies ever since World War II, and have been 
operating their economies in many respects on a minimum requirements basis, 
especially where raw materials from hard-currency areas are concerned. 

That seems to disagree with your conclusion, Mr. Evans, a while ago 
that the standards of living were considered. They were considered, 
but on the basis that we could make the sacrifice better than they could. 

Mr. Evans. I believe, sir, this was not the only basis on which the 
standard of living was considered. I know that was true when the 
final decision was taken. I am not sure whether this document con- 
tains any further remarks on that subject. 

Senator Matone. We also have a reference to convertible currencies. 
You know, we don’t have any trouble converting our currency to 
Canadian currency, even though it is worth only “98 cents at times, 
because we haven’t passed a law that a dollar has to get a dollar of 
Canadian money. 

The only trouble in convertibility is when they pass their laws or 
have executive rulings that they must get a certain number of dollars 
for a unit of their currency. When E ngls ind’s pound was worth $4.03 
and they would not take less, I stood at a Hong Kong bank and bought 
it for $2.80 and could spend it any place in the world because of the 
free market. I went there purposely to do that. Only Congress 
would pay more. 

If they let it go on the exchanges of the world as we do the dollar, 
nobody has any trouble converting currency, but we are about to be 
converted now when we have to put up about $5 billion more to convert 
currencey based on the phony value of foreign currencies. Maybe you 
would agree with that, too. Do you? 

Mr. Evans. I really am not sure I understand the question. 

Senator Matone. I don’t expect you would. I am merely saying 
that if on the foreign exchanges of the world you can get what a pound 
is worth, you would just as soon have a pound in your pocket as the 
amount that you can get for it at the bank in the morning, but you 
don’t want a pound in your pocket at a phony value of 20 or 30 cents or 
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lollar more than you can get at the bank in the morning. Would 

i agree with that? 

Mr. Evans. I certainly agree with that. 

Senator Matonr. Do you agree that the convertibility of curren cy 

s been prevented on account of the fixed value of their currency in 
lars and not because you cannot exchange it on the international 
irkets of the world if it were allowed ? 

Mr. Evans. I think the factors leading to the convertibility are 
\ remely complicated. 

Senator Martone. They are if you want to make them complicated. 

igree to that. If you insist that England has to have a certain price 

the pound, and France for the franc, or some other nation, take 
dia for the rupee, then of course you are right, it becomes very 
iplicated. Somebody has to put up the difference, which is always 
cle. Nobody else is silly cnough to do it. It is not very com- 
cated. 

In this same secret document, paragraph 3, page 4, under “Current 

rises for dealing with raw materials problems,” it says in 

t paragraph : 

The United States is also considering plans for special international con- 
ferences to deal with copper and zine. The current cotton shortage has been 
he subject of considerable examination by the International Cotton Advisory 
Committee which includes nearly all producing and consuming countries. 

That is where you made agreements to allow Britain to purchase 
nough zine to later break the market in this country, I suppose. 

Mr. EVANS. These conferences never took place, sir. There very 

ell may have been consideration of such a plan. 

Senator MALone. I did not mean to call them conferences. I mean 

e sentiments expressed in this paper led to these agreements. 

Mr. Evans. I think the comments in this paper clearly were reflected 

the way the IMC was organized and operated; yes, sir. 

Senator Mavone. No. 5, on page 6 of the second document: 

The United Kingdom should be requested to agree to the United States sugges- 

m for the international allocation of tin and to the possible consideration of 

pper on the same basis. 

Did you have a little more trouble in getting some of the countries 

} agree on an allocation of something they themselves produced than 
niles you might at the moment need yourself? 

Mr. Evans. It worked both ways, sir. We did get international 
illocations on nickel, manganese—not manganese. 

Mr. Wrnant. Cobalt. 

Mr. Evans. Cobalt was another one on which the United States 
vas the largest net importer. We allocated some commodities, two 
specifically, in which the United States was not only the largest but 
ilmost the only world exporter, namely molybdenum and sulfur. In 
other words, as I said before, I think it was a two-way street. I think 
the United States had a good deal te gain and had some to give. 

Senator Martone. Were we having any trouble getting the nickel 
that we needed before you brought up this matter for a conference ? 

Mr. Evans. Of course the State De spartment had to take its advice 
as to our nickel needs from the agencies that were responsible for 
allocating it and consuming it. It was my understanding that nickel 
was one of the commodities recommended by the operating agencies 
of Government who made their recommendations to the State Depart- 
ment as to the commodities which ought to be included. 
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Senator Martone. And the State Department never looked into the 

fact in these matters at all. They would just take recommendations 
of one of these agencies the same as you expected them to take yours 
and there was complete cooperation. 

Mr. Evans. I think we had to look to the Defense Production Ad- 
ministration as to whether or not we needed more nickel. Whether 
there was difficulty procuring the nickel we needed at the prices | 
cannot give you the basis for their decision. They were getting 
nickel. I know at no time did they get as much nickel as they would 
have liked to get. They were having to allocate nickel very severely 
in the United States before the establishment of the International 
Materials Conference. 

Senator Matone. It seems that the evidence piles up that these trick 
organizations, mostly alphabetical organizations, know very little 
about what each other is doing. 

(Document No, 3 is filed with the subcommittee but not made a part 
of the record.) 

Senator Matonr. We have a document here identified as No. 88 by 
our designation, where Fred Searls, an experienced mining executive, 
disparages international allocations. He was appointed by C. E. 
Wilson, of General Electric Co. Why was it in your opinion, Mr. 
Evans, if you were connected with the organization, that Mr. Wilson 
proceeded with international allocations when the United States 
authority on the subject, that is, Mr. Searls did not believe they would 
work ? 

Mr. Evans. I can’t answer that question, sir. 
knowing the basis of Mr. Wilson’s decision. 

Senator Manone. It is dated January 10, 1951; to Mr. Leddy. 
What does ITP stand for? 

Mr. Evans. The Office of International Trade Policy. 

Senator Matonr. ER? 

Mr. Evans. Economic Resources, Senator. 

Senator Matone. This is from Mr. Evans, of Economic Resources, 
to Mr. Leddy, of International Trade Policy, January 10, 1951: 


It would require 


Fred Searls has been appointed Wilson’s raw materials 


man. I was ata 
dinner last night where he spoke briefly. 


One of his remarks was to disparage 
the necessity for international allocations, with some implication against inter- 
national action at all in the raw materials field. Have we obtained Wilson's 
approval of the Washington raw materials organization? 

There is another note there to Mr. J. W. Evans from Mr. Leddy, 
apparently after he had read your memo. 

Mr. Evans. I have examined the original. 

Senator Martone. What is this note? 

Mr. Evans. What that note said was approximately an answer to 
me from Mr. Leddy to the effeet—— 
Senator Matonr. What does it say there? 
Mr. Evans. I know about what it was. 
Senator Martone. Read it. 
Mr. Evans. I am trying to read it, sir. I have a photostat here: 
Not necessary. President approved it. 
I can’t make out the rest. 
Senator Matone. I will read it for you. 
Mr. Evans. Mr. Armstrong has a clearer copy. 
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Mr. Armstrong (reading) 


The whole thing decided before Wilson came in. 


Senator Marvone. That is the last part of it. The first of it is: 


Not necessary. President approved it. Whole thing decided before Wilson 
came 1n 

Therefore, as long as you had the approval it was not necessary to 
listen to a man like Fred Searls who probably knows the mining 
situation in the United States as well as any human being. 

Mr. Evans. The question I asked in the memorandum was whether 
Mr. Wilson had been fully brought into the decision. I should like 
to explain that as I have testified before, I was out of the country in 
November and December of 1950. When I came back, shortly after 
I came back I went to the dinner at which Mr. Searls was present. 
Incidentally, I hope nothing in the record here will be taken to imply 
that I do not think very highly of Mr. Searles. I do. 

Senator Martone. It only implies that you didn’t have to take his 
advice. 

Mr. Evans. No. That was certainly not the intention. The pur- 
pose of this memorandum was simply to make sure that my superior 
knew that Mr. Searls, who was to head up the materials part of Mr. 
Wilson’s organization, the organization which we had understood 
would be the principal agency of the United States Government con- 
cerned with this, had apparently not himself become convinced of its 
necessity, and to make sure that Mr. Wilson therefore had been suffi- 
ciently brought into the decision to proceed with the organization. 

Senator Matonr. Was Mr. Wilson informed that Mr. Fred Searls 
did not agree with this arrangement that you had already secured his 
approval for ? 

Mr. Evans. I don’t know. I would assume that Mr. Searls must 
have told him that he disagreed, because Mr. Searls at this dinner was 
familiar with the plan. 

Senator Martone. The State Department, your department, has 
maintained that the International Materials Conference was under 
the jurisdiction of Mr. Wilson. That is true, is it not ? 

Mr. WINANT. Its operations. 

Senator Matonr. Then it is hard to reconcile the fact that Mr. Wil- 
son’s chosen expert did not believe in international allocations but 
Wilson proceeded as this had been decided by the President with the 
State Department’s evident encouragement before the ODM was estab- 
lished and before Mr. Searls was available. Do you happen to know 
anything about it ? 

Mr. Wrnant. No, I do not. I was trying to get the dates a little 
clearer because I cannot quite remember when Mr. Wilson came to 
town, so to speak. 

Mr. Apterman. The date on this is January 10, 1951. 

Mr. Evans. As I looked at this I had been wondering. It occurs to 
me, although I cannot remember exactly what was in my mind at this 
time, that Mr. Wilson had taken over very recently. 

Mr. Wrinanv. I would have thought Mr. Wilson was here on that 
date, sir. 

Senator Matonr. Evidently he was here on this date. Evidently 
Fred Searls had told his superior, Mr. Wilson, or at least he had recom- 
mended that this was not necessary, but the IMC, the International 
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Materials Conference, proceeded because they had previously secured 
the authority and apparently he did not review it. 

Mr. ARMSTRONG. May I contribute a piece of factual background 
here which I think may ry ig this for you’ 

Senator Matonr. Were you in on any of these conferences ¢ 

Mr. Armsrrone. I was not in on the meetings and I had nothing to 
do with the IMC during December or January of 1951. 

Senator Matone. When did you finally enter the picture of the In- 
ternational Materials Conference ? 

Mr. Axmsrrong. About May 1951 after it had been set up. 

Senator Martone. Did you have anything to do with setting it up at 
all ¢ 
Mr. Armsrrona. I had nothing to do with setting it up, no, sir. 

Senator Matone. Your advice was not requested or asked ¢ 

Mr. Armsrrona. I was busy on other work at that time, sir. 

Senator MaLone. What work were you on then ¢ 

Mr. Armsrrona. 1 was doing some work on rubber, which was not 
connected with this. 

Senator Martone. You have been on this rubber thing for quite a 

while, have you not ¢ 

Mr. Armsrrona. Yes, sir; I have. 

Senator MALONE. . ou still think a rubber agreement is necessar'y ‘ 

Mr. Armsrrona. I did not say that yesterday, sir. I said I had 
made no judgment on that point, sir. 

Senator Maronr. Who is pushing such an understanding on rubber 

Mr. Armsrrona. The countries that produce natural rubber are in- 
terested in some form of stabilization. If I could, I would like to give 
you some factual background as to this. I just happened to remem- 
ber from the records and from what I remember about this organiza- 
tion of the Government, at the time that the IMC was set up the main 
job in the administ ation on resources was being done by Mr. Syming- 
ton as the head of the National Security Resources Board, and he was 
in that aait ion as of early December and most of December, I believe. 
It was during that time that the ODM was set up and Mr. Wilson was 
invited to come down, at which point he took over the functions which 
had been exercised by Mr. S) mington. 

Mr. WINANT. om at is correct, but I don’t know the date. 

Senator Matone. What was the date? 

Mr. Sees ‘I don’t know the date, but some time in December 
1950. 

Senator Martone. Then we will fix it as December 1950. Mr. Wil- 
son was in full charge as of the date of this memo ? 

Mr. ArmsrronG. I am not sure. It was either December or Jan- 
uary; I am not positive, but it was somewhere in there. At the time 
the IMC was first considered Mr. Symington represented the Security 
Resources side of the agencies of the Government, and subsequently 
his activities in this line were taken over by Mr. Wilson. The exact 
date on which that occurred I do not know. But the point here was, 
as far as I can see from the background, that as of the time the IMC 
was established this had the support of Mr. Symington and the encour- 
agement of Mr. Symington. Subsequently, Mr. Symington’s func- 
tions passed to Mr. Wilson. This was simply raising the question, 
as I understand it, as to whether Mr. Wilson was familiar with this, 
having inherited Mr. Symington’s functions. 
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Senator Matone. But there is no question, according to the pencil 
note here, that Mr. Wilson was in charge as of the date of this memo 
randum, January 10, 1951. 

Mr. Armstrona. | just don’t knuw whether he was or not. 

Mr. Evans. It is quite clear from this that he either was or was 
tbout to become so. 

Mr. Wrnant. I can get that date if you want me to go out and tele 
phone for it, Senator. 

Senator Matonr. Mr. Waugh, some of these things became impor 
tant because of the fact that the Congress of the United States rejected 
the International Trade Organization which was set up to do all these 
things. In debates on the Senate floor I think I was clear at the time 
that the International Trade Organization, if approved by Congress, 
the member nations of which it has been testified were about 55 in 
number and would consist of all the nations of the world eventually, 
would have a conference once each year or oftener and agree to the 
necessary production and consumption for the ensuing year and divide 
t among the nations of the world on the basis of “entitlements for 
onsumption,” as the IMC called allocations. 

Then what was the other phrase? On the basis of “equality of 
sacrifice.” Well, luckily Congress saw the light, but then settled back 
in their cushioned chairs, not bargaining on the resourcefulness of 
some of the members of the State Department, and suddenly woke up 
to the fact that we had an International Materials Conference doing 
the work that had already been rejected. 

So, from the memos that were passed back and forth, this committee 
is trying to find out who is responsible for the organization of this 
IMC trick. Who is responsible for this method of working out this 
division of duties. It is very clear, in my opinion, that Mr. Wilsor 
and we may have to call Mr. Wilson—had no more knowledge of what 
they were doing than you have, Mr. Waugh, at the moment. 

What he thought he was coming into was on some broad policy 
of helping the United States Government to win the war. He did 
not understand that these things that were going on might in the 
long run work against our winning the next war. That, in the opin 
ion of some of the people who have read this record up to date, is about 
what it was doing. We have reached no conclusions vet, but we intend 
to make a record so that we can make some very definite conclusions 
and recommendations to Congress. 

Mr. Waveu. With apologies, may I interrupt to say I didn’t know 
how long you would want me and I called up and set a 3 o'clock 
appointment ahead an hour. I would like to make a brief state 
ment on my own behalf. 

Senator Matone. I would like very much for you to. 

Mr. Wavcu. When I came in, as you say, comparatively a few 
months ago and was interrogated by the United States Senate For- 
eign Relations Committee for some little time, I made a concluding 
statement to the effect that it was my desire to have the Department 
of State, insofar as the area that I represented was concerned, develop 
a closer working relationship with the Senate and the House. 

One of the first things that I, after being confirmed, did was to con 
sult with Secretary Morton on my right and counsel Herman Phleger 
with reference to a deputy with the thought in mind of developing 
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a closer relationship with Congress. We asked the second man on 
the staff of the Senate Foreign Relations Committee, Mr. Kalijarvi, 
to come up and be the deputy in the Department. ‘That was the first 
move that we made, for the sole purpose of developing a better rela 
tionship with the Congress which I am sure we need in the Depart 
ment of State insofar as our area is concerned. 

On the background, as you say, all I know is what I have read and 
what I have picked up in the last few months. What I would be very 
happy to do at any time when we have more time mutually is to come 
down and talk with you personally, off or on the record, as you so 
desire, as to some of the thoughts that we ie ive in mind in that par- 
ticular department. 

There are a number of problems that have developed in 5 or 6 
months that Congress has been out of session, and a number of those 
have been discussed with the subcommittees of both the House and 
the Senate Foreign Relations Committees. 

We have also been in touch with the Secretary of Agriculture in con- 
nection with some of the acute problems on the disposal of agricul- 
tural surpluses. It is in that spirit that I would like to volunteer to 
you that I will be very happy to come down at any later date that 
you would like to have me. 

Senator Matonr. I appreciate more than you know, your willing- 
ness to do that, and I hope that in the very near future we can arrange 
it. I would like to have a visit with you. This is the eighth year 
I have been in the Senate. As far as I know, the Congress of the 
United States has agreed with very little that the State De spartment 
is doing. Iam not ‘speaking for all the 96 Senators. I am speaking 
more for myself and a goodly number that I have heard talk about 
it. We are in almost complete ignorance of how the State Depart- 
ment reaches its objectives and really what its objectives are. We 
have had a little testimony here to the effect that under the 1934 Trade 
Agreements Act it is necessary to help these nations economically. 
There has been no testimony to the effect that any consideration is 

given our domestic industry while helping foreign nations with their 
industry. There is the broad phrase, “in the national interest.” It 
has been my long-time opinion that the Congressmen and the Senators 
of the United States are operating in the national interest to the ex- 
tent of their understanding, and they represent every precinct in the 
United States of America. 

The Constitution of the United States of America, which has not 
been changed to my knowledge in this regard, says specifically that 
the legislative branch shall set, shall regulate, shall lay the duties, 
imposts, and excises, which we call tariffs and import fees, and that 
it shall regulate foreign commerce, which we call foreign trade. That 
constitutional responsibility was transferred to the executive in the 
1934 Trade Agreements Act. If you have the time to review my ad- 
dress in the Senate yesterday I think you will see that. 

Mr. Waveu. I shall do so. 

Senator Matonr. There may be differences of opinion as to whether 
or not the executive should do that job, a difference of opinion among 
individuals, but there is no difference of opinion as to how the Con 
stitution of the United States reads in that regard. 

In other words, the Secretary of State under the 1934 Trade Agree 
ments Act, called reciprocal trade—and those two words do not oc 
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ur in the act, by the way—can and has remade the industrial map of 
ie United States on what he considers the national interest. We are 
hearing of depressed areas, Yesterday | used merely one eXaMm- 
There are thousands of such examples. The State Department 
indicated in dispatches that they are willing to appropriate Go\ 
ment money to train vorkers made idle by these trade agreements 
to enter other professions and trades. It is not very clear what would 
e left after a while, but that indicates they do know what they are 


want to suggest that, as an employee of the State Department, 
ui consider that as a result of this policy we are now dependent, in 
wart or in whole, on foreign areas across one or both major oceans for 
e minerals and materials that you cannot fight a war without or that 
you cannot conduct your civilian economy without. Crockery, 
watches, minerals, machine tools are starting to go; and many agri 
iltural products like wool, likewise. 

We are on a war economy, and the civilian economy is being taken 
ver by Japan, Germany, and the sterling bloc, Irance, and other 
itions. 

In this particular hearing we are trying to understand—this is only 
one phase of it—how we arrive at these conclusions, how we organ- 
ze and why we organize groups to do all these things on an interna 
tional basis, not approved by Congress. Approval has not been asked. 
[he evidence so far I think will show such ultra vires organizations 
can do just about what the International Trade Organization could 
have done legally if Congress had approved it. 

Mr. Waveu. I would like to answer one or two points. With 
reference to the complete ignorance of the Congress, | think we are 
at fault if we don’t come down and keep you better informed about 
what we are doing through our respective liaison officers. 

Senator Matonr. Perhaps Congress is at fault for not having a 
committee to invite you to come down. 

(Discussion off the record.) 

Mr. Waven. The State Pisciiiat nt as you know is required to 
represent the Government on all proble ms that involve international 
decisions and, as a result, oftentimes it is criticized for policies that 
the State Department as such might not be in complete accord with. 
lor example, there might be 9 agencies to develop a policy, to which 
fors agreed and the State Department might or might not agree. I 
don’t have any policy in mind. It is the State Department’s legal 
constitutional authority to abide by that decision. I find that the State 
Department is the only department of the United States Government 
that has no constituency, which makes it a little bit difficult at times. 

Senator MaLone. That is a point that 1 would like to make right 
now, and that is, that the State Department will never have any 
constituency. You don’t go out to precincts as the Congressmen and 
Senators do and discuss with them their problems and come back 
here. Many Senators go to other States, and many Congressmen do, 
and by the intermingling i in their debates they understand each other’s 
problems. For 150 years whenever you could find a place in the 
United States. any nook or er: anny, where by competition with other 
businesses in the United States you could est: ablish a business and have 
a market for your product, you didn’t have to look beyond the borders 
of the United States. Why? You have had a duty, impost or excise, 
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or something that made up that difference between the wage standard 
of living here and abroad, and you didn’t need to take into consid 
eration the 75 other nations to know whether you were voinge to ™ 
business or not. You took into consideration only the competition ij 
this country. 

We changed that and injected a political factor in 1934, which has 
been carried out by the State De partme nt. That is the ‘ibe that we 
are trying to examine now, and we are trying to find the thinking 
leading up to the organization of such organizations as ITO, the I 
ternational Materials Conference, GAT T—you have heard of GATT, 
the General Agreement on Trade and Tariff—and we always * ave a 
flock of people « over in Geneva, we had them at Torquay, England, all 
trading away some industries for markets for other industries, at least 
supposedly in our national interest. Who decides what is in our 
national interest ? 

Mr. Wauau. That is a matter I am going to discuss with you more 
at length when we get together, but the State Department’s policies, 
for example, the position papers on tariff, are decided by nine agencies 
and not by the State Department. The State Department makes the 
presentation. 

Senator Martone. What are the nine agencies? 

Mr. Waven. The first is Agriculture, Commerce, the Tariff Com 
mission, Defense, FOA. 

Senator Matonr. What is that? 

Mr. Waven. That is Stassen’s organization, the Foreign Opera- 
tions. Treasury of the United States. I have lost two. 

Mr. Evans. Interior and Labor. 

Mr. Waven. Of course as you say so properly, we will have dif 
ferences of opinion. The idea is to have differences of opinion and to 
resolve them to the best advantage of all concerned by sitting down 
and talking them over. I am sure if Congress is informed as to the de 
cisions that are made and the basis for those decisions and who is re- 
a sible for making the decisions, we will go on under the democratic 
background of 150 years and the majority will prevail. 

The weakness in our picture is that there probably has not been as 
close a liaison between the Congress and the State Department as 
there should be and I might add as I hope there will be in 1954. 

Senator Matone. I agree with you. We have been sitting here 4 
days on a job we should have finished in 1 day because of the answers, 
some of which you have heard this afternoon. I am certain if you 
had been in charge of this outfit for a year or two, instead of the fer 
months you have ‘been here, it would not take all this time to familiar 
ize ourselves with the material leading up to a decision that we know 
destroyed some of the industries in this country. 

Mr. Waveu. Maybe I can be more helpful in the future. 

Senator Mavone. We certainly appreciate your coming, Mr. Waugh. 

(Mr. Waugh left the hearing at this point.) 


3 


EQUALITY OF SACRIFICE CONCEPT 
Senator MaALone (reading) : 
Raw Materials Problems, Munitions Board Staff Comments. 


The Munitions Board staff comments on the memorandum prepare! 
by the State Department shows that the Munitions Board were con 
cerned that the term “equality of sacrifice” as developed by the State 
Department would place too great a strain on our economy. 
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Paragraph 5 says: 

rhe term “equality of sacrifice” as applied to the United States in relation to 
ther nations can be a most damaging application to the United States economy 
Since the United States will be bearing most of the financial burden, if past pat- 
terns are a guide, we must also protect the United States economy. It is just 
as essential, if not more so, that the United States economy not be reduced or 
listurbed too severely. 

Testimony before the Senate Banking and Currency Committee in 
March 1952 showed that civilian consumption in other countries nad 
increased. British automobile production was higher than before the 
start of IMC, the International Materials Conference. Apparently 
the Munitions Board caution was not observed. 

If the International Materials Conference was primarily for de 
fense and the comments of the Munitions Board staff have any weig!it, 
how can you justify this definition of equality of sacrifice, Mr. Morton ? 

Mr. Morton. How can we justify it? 

Senator MALoner. Yes. 

Mr. Morton. I don’t think much of that phrase, sir, “equality of 
sacrifice.” I don’t know that it ever was applied. 

Senator Mavone. It was applied. I can give you that for your own 
nformation : 

The term “equality of sacrifice” as applied to the United States in relation to 
the other nations can be a most damaging application to the United States 
economy. 


It was damaging to the United States economy but they were willing 
to bear it if they were convinced that the judgment of the organiza- 
tion making the decision was sound. No one objected to it except on 


the basis that it was not sound, but it was put into effect. 

The evidence did show, too, according to our information—and we 
can check the evidence—that other countries increased civilian use, 
but the argument prevailed here that we should cut our civilian use 
when, as a matter of fact, the point was well taken, in my opinion, 
by the Munitions Board that we were paying the bill. If they went 
broke it made no difference because we were financing them anyway. 
But if we tumbled here, the result could well be loss of the war. You 
inderstand that. 

Mr. Morron. Yes, sir. 

Senator Manone. Do you still believe it was put into effect to a 
certain extent 4 

Mr. Morron. According to what I gathered from what you said, 
sir—and I wasn’t on the job at that time—we made a greater sacrifice. 

Senator MaLtonr. We made a much greater sacrifice. 

Mr. Morton. | Say it wasn't equality of sacrifice. Wemadea greate: 
sacrifice. 

Senator Mavone. But equality of sacrifice is something nobody 
understands. It is just like “entitlements for consumption.” Who 
could understand it 

Mr. WINANT. May I explain that one term / 

Senator Martone. These terms are invented so you cannot understand 
them. “Trade, not aid,” “dollar shortage,” “reciprocal trade.” 1 
made a speech on the Senate floor one time and collected about 20 of 
these trick phrases that at the moment sold the trusting people a bill 
of goods and meant nothing and was a joke within a few months or a 
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few years after they had sold the bill of goods. Nobody knew what 
they meant. Some people maybe are not quite as frank about it as ] 
am. If I don’t know, I ask. 

Mr. Wrnant. I can answer one question if you wish. 

Senator Matonr. I would like you to. 

Mr. Winant. Entitlement to consumption. I tried to trace that 
thing down. I recoiled from the term, too. It looks as though wi 
probably got taken for arideon it. Here are the facts: 

The Frenchman in one of the commodity committees could not trans 
late into his language this distribution plan that they talked about. 

Senator Matonr. We could not explain it very well in our language 

Mr. Wrnanr. He could not come up with the proper language. He 
finally suggested “entitlements to consumption.” Everybody was mys 
tified with it but they wanted to get on with the meeting and they ac 
cepted the term. It occurred because of a language difficulty. It has 
‘l aaa quality, I admit. 

Senator Marone. I want to say to you, it served its purpose of he 
ing to destroy a certain part of our economy, and many —— hare 
been trying to understand what it meant. They will discard it and 
have something new come up. They sold us a dollar Moktcaan whicl 
has cost this country S50 billion to ST) billion. The dollar shortage 
is exactly what I expl: ained it to be a while ago. It occurs when a 
country puts a price in dollars on its currency that is above the market 
price. Nobody will pay it but a Congress that is convinced by th 
argument that we have a dollar shortage. There is no dollar short 
age any place. You can buy anything in the United States with 

pound that you want to buy if you will buy it at the market for 
the pound, the world market. You can go right down to the bank in 
the morning and get that money. But you can’t buy it at a fictitious 
value. Therefore they have a dollar shortage. Everybody going to 
Canada would have a dollar shortage of 2 cents. They would have a 
dollar shortage if there was a law on the books, and this Congress 
might be silly enough to pass one some time—TI am not sure where we 
are going—that you could not accept less than par value in a Cana- 
dian dollar for an American dollar. You could not get Canadian 
dollars and you would be short Canadain dollars, would you not! 

Mr. Winant. Yes, sir. 

Senator Martone. How silly can we get! Trick phrases sell a bill 
of goods to the American people because the propaganda goes out of 
the State Department and the Treasury and from other pli aces here, 
a foot thick all over the United States, and a weak little Sad: e out in 
the wilderness might try to explain it but they cannot. 

Mr. Wrivnant. Equality of sacrifice—was that agreed to? We never 
placed equality of sacrifice in these allocations. 

Mr. ApLermMAN. It was used in the memorandum to the President, 
and used in the position paper of the State Department and was used 
by the Munitions Board in this document where they decided it. 

Mr. Wrxant. But we did not use it in operations. 

Senator Martone. But it did have the effect they wanted that you 
cut your civilian economy. 

Mr. Wrwant. It wasn’t used by us to administer the thing. 

Senator Martone. You already had your directions what to do. It 
had been decided perhaps. 

Mr. Winant. No, sir. We figured out these allocations. 
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Senator Martone. What did you use in place of entitlements? 

Mr. Winant. We called it a distribution plan. 

Senator Sieenieee, They licked the tar out of you. 

Mr. Wrnant. No, sir; I don’t agree to that. 

Senator Matone. You cut down your economy here which is financ- 
ing the world. Let me read a little. 

Mr. Wrwant. All right, sir. 

senator MALONE (reading) ° 


COMMENTS 

1) Agreement should be sought from the United Kingdom that raw materials 
which are made available for development of export trade will be controlled so 
that nonessential and luxury goods using scarce materials are eliminated or cut 
toa minimum. Also exports to Eastern Europe should not include scarce mate- 
rials or end items containing such materials. Examples are molybdenum and 
exports of graphite crucibles using scarce Madagascar flake graphite. 

(2) Defense needs should be predominant. It should be recognized that the 
United States is currently imposing controls on short-supply materials. Stock 
piling is a United States and allied defense requirement and should take prec 
dence over United Kingdom normal business-producing efforts. 

These are the staff comments of the Munitions Board, no doubt avail 
able to vou at the time. 

Mr. Winant. I know the people in the Munitions Board, sir, and 

ey worked with us in every committee we had. 

Senator Matonr. You evidently did not take their advice too 
seriously, 

Mr. Wrnant. Yes, sir. 

aa Mavonr. The result does not show it. 

Winant. You spoke about the British automotive industry. 
Th hey "did use copper for export, but that is the one line of goods they 
could export. It is a small automobile and did not eut—— 

Senator Mavone. It probably did not cut much on the automobile, 
but it did the copper and we shorted our automobile makers in copper. 

Mr. Wrwnant. It didn’t quite work out that way, sir. 

Senator Martone. Let’s let the record stand and we will have some 
conclusions because I remember the fight on the Senate floor at the time. 

Mr. Winant. Yes, I recall the situation. 

senator MaLone. What happened if they could not get the copper ¢ 
I know they could not get it. 
Mr. Winantr. Yes, sir; but that was not because of the IMC alloca 
That was becaus weasel ips you are quite right when you say 
price oomten should have been coordinated better and the controlled 
materials plan but those are the ones that really held it out of the 
country. 

Senator Manone. I think perhaps you are right, Mr. Winant. That 
simply proves my point, that none of these trick organizations know 
what the other one is doing, but somebody directs them. We want to 
find out who it is. The end result is that we lose. You have done a 
good job, according to your directions. Somebody else has done a 
good job according to his directions. With 20 or 30 of these trick 
organizations running loose ali over the Hill, each doing a good job 
according to its directions, but not knowing the directions to the other 
organizations, the end result can be disastrous, and it is about to be, 
I might add, if we keep it up. 
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Pick up the paper every morning now for about the next week and 
you will begin to see what I mean. What we are trying to find out js 
what is behind all this, what is the thinking that organizes one afte; 
unother of these organizations ¢ 

Apparently we have disbanded the International Materials Confey 
ence, but we have organized something bigger than either the Inter 
national Trade Organization cr the International Materials Confe: 
ence, and we are spearheading it inthe United Nations. 

Mr. Winan'r. No, I cannot believe that, sir. 

Senator Matone. Maybe you ean’t. 
document, 

Mr. Winanvt. I would like to examine the document sometime. 

Senator Matone. I will read it to you. 

Mr. Winanv. I won't take your time, sir. 

Senator MaLone. Iam going to read it: 


You can’t even believe this 


(3) Conservation and substitution for strategic 
with emphasis placed on the conservation of 
possible 


materials must be stressed 
strategic materials wherever 


This is the Munitions Board talking to you and to everyone in this 
business. 

Mr. Winant. What isthe date,sir? Istherea date to it? 

Mr. ApLERMAN. December 5, 1950. 

Senator MALone (reading) : 


(4) Although the United States has a direct and special interest in the 
economic strength of the United Kingdom, that interest is subordinate to our 
vital interest in United States defense efforts, including stockpiling, and the 
defense efforts of our allies, including the United Kingdom 

In other words, this entitlement for consumption is just something to 
cushion and get away from the need here not only for our own 
stockpiling and our own production for national defense, but ow 
economic strength to keep on financing the war. | Reading: | 

(5) The term “equality of sacrifice” as applied to the United States in relation 
to the other nations can be a most damaging application to the United States 
economy. Since the United States will be bearing most of the financial burden 
if past patterns are a guide, we must also protect the United States econom) 


It is just as essential—if not more so—that the United States economy not be 
reduced or disturbed too severely. 


(6) Problems of raw materials in short supply should be handled on a com 
modity-by-commodity basis 

(Document No. 4,“Raw Materials Problems, Munitions Board Staff 
Comments,” is filed with the subcommittee and not made a part of 
the record. ) 

Senator Maione. I want you to understand you are not being 
attacked. 

Mr. Winanv. Lunderstand your position. 

Senator Matonr. Let me finish. We think many of you did a fine 
job according to your instructions, but we have discovered so many 
of these organizations that apparently knew nothing about what the 
other one was doing, each proceeding according to its instructions, 
and we want to know who directs this overall objective. Right this 
minute the United States could not win a war if it lasted more than a 
vear because you would not have anything to make steel out of. Why‘ 
Because we have to build up the economy of some other nat ion. So we 
make trades that bring it about. 


We are determining now whether we 
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re going to follow England and all the other nations in feeding 
Russia’s army so we wont be whipping a hungry army, I suppose and 
to keep their people satisfied, so they will be satisfied with their Gov 
ernment. We will be making that decision, and I would not be sur 
vised if we did not divide our foodstuffs with them m order to get 
dof our embarrassment that we may have on stockpiles of food. It 
me that we coordinated. 
Mr. Wrnaxt. I agree that we have to coordinate our efforts. 
Senator MALonr. We had better decide what our objective is, and 
then, as Mr. Waugh suggested, so Congress is not trying to do one 
oO and the State Department having the power to do another and 
tually doing it. and some other organization, like the United Nations, 
tually doing something else. The record of what happened to our 
tockpile which was specifically authorized by Public Law 520 1s a 


| 


ise 1 point. 

Now we have a document identified as document 44, a memo from 
Mr. Bramble’s staff to Mr. Armstrong of the Office of International 
Materials Policy. I wonder who invents all these groups, let alone 

d the personne! to fill them and why they are necessary. 

May be we will be able to find that out some time, together with their 

es. This is to Mr. Armstrong: 

Experience of the United States as a member of the Tungsten-Molybdenum 

nittee of the IMC 

The State Department of course has consistently maintained, during 
hearings on the Defense Production Act, that the International 


+] 


\l 


‘ 
iterinls Conference allocations were under the Office of Defense 
AVE hilization , Phen the question would naturally arise as To why Mr. 
\riustrong is writing a memorandum to Mr. Brown in the State De 
irtment on the implementation of these allocations. Mr. Armstrong, 
ould vou like to answer that question 4 

Mr. ArmsrronG. I am sorry, I haven’t located our copy of that 
document. 

Senator Matonr. You can have ours. 

Mr. Armstrone. I could be more responsive if I had it. 

Mr. Ap~termMan. That is 44—A. 

Senator Martone. It says: 

| attach herewith available statistics on 6 of the 7 IMC allocated commodities. 
| had hoped to have a chart with some measure of uniformity, but the figures 
were not readily available in such form. Zine figures are not included; we know 
we were short on zinc in the fourth quarter, and will presumably have trouble 
in the first 

The first of next year, presumably. 

You were evidently furnishing information to Mr. Brown and still 
had nothing to do with it. How did this come about ¢ 

Mr. Armsrrona. Senator, from time to time an inquiry would be 
made within the State Department or in interagency meetings as to 
how the United States was getting along in these various commodity 
committees in terms of satisfaction of our requirements. It was 
recognized that the Defense Production Administrations had the re- 
sponsibility but it was also requested from time to time by superior 
officers that we make an evaluation of the situation. As I reeall this 
particular instance, Mr. Brown asked me to give him data on what the 
experience showed, and I got our people who had experience in con 
nection with these particular commodities 





222 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 

Senator MaLtone. Who were they # 

Mr. ArmstrronG. One of them was Mr. Bramble. I think another 
one was Mr. Getzin. I still haven’t got the document. 

Senator Martone. Do you want Mr. Getzin to answer this question? 

Mr. Armstrone. On the particular material. I was explaining what 
the origin of the memorandum was. I simply transmitted to Mr, 
Brown what our people said about how we were getting along 

Senator Mavone. Mr. _ amble is still in the Department ? 

Mr. Armstrona. Yes, si 


Senator MALone. How were we getting along? 
HOW IMC WORKED TO DISADVANTAGE OF UNITED STATI 


Mr. Armstrona. I think the memorandum shows the percentage 
world supply that the United States was getting, and the indicat 
was that in some cases we perhaps ought to be getting a little more and 
in some cases it was probably all right. 

Senator Matone. All based on entitlements for consumption ? 

Mr. Armstronc. Based—I didn’t use that term, siz 

Senator Matonr. Your outfit invented it so I thought 

Mr. Winant. No. The Frenchman. 

Mr. Armsrronc. We never invented that term. 

Senator Martone. You took it. The results show that you must 
have paid attention to it. 

Mr. Armstrrone. Oh, yes; we paid attention to it, surely. We pai 
attention to it for one reason, because whenever a foreign country fe 
that it was not getting along as well as it would like to, it woul 
sometimes come and see us, and we would not take up with the Defense 
Production Administration the case of the foreign country if we 
thought that it had no case, which was usually the situation, but we 
have to have information ourselves to be able to answer the foreign 
country when it said “We think we are not doing as well as we wou ld 
like.” 

Therefore we kept ourselves informed. 

Senator Mauone. This is a memo from Mr. Bramble to Mr. 
strong. 

Mr. ApLERMAN. 44—-D. 

Senator Martone. In the fourth paragraph : 


1 


It also can be argued on the basis of the attached tables that we are receiving 
a smaller percentage of the free world’s supply of tungsten (52 percent) under 
the IMC than we did in 1950 (73 percent) or in 1949 (55 percent). Most agencies 
having an interest in the question are convinced that if there were no IMC and 
if the United States were to bring its full purchasing power to bear it would 
easily outbid all other countries for the lion’s share of the free world’s tungsten 
production. But this argument assumes free prices and such a procedure would 
undoubtedly drive prices even higher. During the third aaarte r 1951, the Tung- 
sten-Molybdenum Committee included a recommendation for a $65 ceiling price 
along with its allocation recommendation. It has not made ay formal ceiling 
price recommendation for succeeding quarters. Consuming countries which are 
members of the IMC are presently taking the position that they will not pay more 
than $60. It is thus likely that the United States is obtaining as large a share 
of tungsten as is possible without driving the price up. That the price is now 
around $65 (compared with a price of around $28.50 pre-Korea) can be partially 
explained in terms of our own $63 domestic floor price production expansion 
scheme and our $65 ceiling price. 

In view of the many uncertainties involved, it seems likely that a better defense 
of our membership in the Tungsten-Molybdenum Committee can be made on 
political grounds and in general terms than on the basis of a statistical analysis 
such as that contained in the attached tables. 
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[ will include at this point the memorandum from Mr. Bramble to 
Mr. Armstrong on January 3, 1952, together with the tables, and also 
then the memo from Mr. Armstrong to Mr. Brown, January 17, 1952, 

wether with his note to Mr. Brown. 

(Document Nos, 44 A, B, C, and D are made a part of the record at 
this point :) 

JANUARY 17, 1952. 
OMP—Mr. Brown. 
om: OMP—Willis C. Armstrong 
hject: Implementation of IMC allocations 
attach herewith available statistics on 6 of the 7 IMC allocated commodities. 
ad hoped to have a chart with some measure of uniformity, but the figures 
» not readily available in such form. Zine figures are not included; we know 
vere short on zinc in the fourth quarter, and will presumably have trouble 
he first. 


Declassified: T. B. Morton.] 
ATTACHMENT I 


Consumption of sulfur as such 


1¢ ] 


Chousane ns} 


International Materials Conference allocations of crude sulfur 


ith quarter 


ith quarter 


t 6 months 


ATTACHMENT II 


Nickel and cobalt 
NICKEL 
{In metri 


ld consumption 
ited States consumption 


United States percent 


COBALT 


World consumption - 4,210.5 4, 364. 2 6, 600. 8 
United States consumption 2, 276. 7 2, 137.8 3, 757.3 


United States percent ae —— 54. 07 48. 87 56. 9 | 


Notg,—Nickel, estimated United States receipts 1951 total 101,400 metric tons 
Cobalt, estimated United States receipts 1951 total 4,400 metric tons. 
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ATTACHMENT III 


United States copper 


(Thousands of metric tons] 


1951 (pre 


liminary 


Refinery production 
Imports 


Subtotal 
Exports 


Total available (including additior 
Quarterly average 
Consumption 
Quarterly average 


4th quarter | 4th quarter 
1951 IMC | 1951 per 
allocation } mar 


Refinery production 
Net imports 


Subtotal 
Stockpile allocation 


ATTACHMENT IV 


United States consumption and free world production of tungsten and 
molybdenum 


th quarts 1951 

lotal free world supply 

United States allocation by Internatior laterials Conference 
Percent of free world supply 

Received by United Stat 

Percent, receipts, of free world supp 


1949 


Domestic production 
! 


Net general import 
Total suppl 
United States percent of free world 


1950 
Domestic production 
Net general imports 


Total supply 
United States percent of free world 


1951 


Domestic production. 
Net general imports 


Total supply 
United States percent of free world 


} Estimated 
§ China not included. 
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International Materials Conference allocations of crude sulfur 


{Thousand tons] 


Percent 
United States 
ind Canada 

of world 


United States 


, 4th quarter 
4th quarter 
first 6 months (proposed 


JANUARY 3, 1952. 
To: OMP, Mr. Armstrong 
From: MMS, Mr. Bramble 
Subject: Experience of the United States as a member of the Tungsten 
Molybdenum Committee of the International Materials Conference 

You have requested a comparison of United States experiences in regard to 

ingsten and molybdenum supplies prior to and under the IMC arrangements 

Attached are two tables prepared by Mr. Geehan of the Department of the In 
erior at the request of Mr. Fitzgerald of DPA on this same subject It is 
Mr. Geehan’s opinion as well as our own that these statistics ought not to be 
sed either to attack or justify the United States participation in the IMC and 
that such justification ought to be based on other and broader considerations 

On the surface one could conceivably argue that under the IMC the United 
States has obtained its largest share (S2 percent) of molybdenum to date, for 
ve received only 69 percent in 1949 and 70 percent in 1950. When it is remem 
ered, however, that we produce over 90 percent of the free world’s supply of 
molybdenum it can be argued also that without the IMC we could have received 
an even larger share—the whole 9) percent if there were no exports at all 
During the second quarter 1951 before the IMC came into full operation, we 
received 98 percent of the total supply. This is obviously an extreme and un- 
sound position, particularly so in view of our political objectives, the MDAP, etc 

It can also be argued on the basis of the attached tables that we are receiving 
a smaller percentage of the free world’s supply of tungsten (52 percent) under 
the IMC than we did in 1950 (73 percent) or in 1949 (55 percent). Most agencies 
having an interest in the question are convinced that if there were no IMC and 
f the United States were to bring its full purchasing power to bear it would 
easily outbid all other countries for the lion’s share of the free world’s 
tungsten production. But this argument assumes free prices—and such a 
procedure would undoubtedly drive prices even higher. During the third quar 
ter 1951, the Tungsten-Molybdenum Committee included a recommendation for a 
$65 ceiling price along with its allocation recommendation. It has not made any 
formal ceiling price recommendation for succeeding quarters. Consuming coun 
tries which are members of the IMC are presently taking the position that they 
will not pay more than $60. It is thus likely that the United States is obtaining 
as large a share of tungsten as is possible without driving the price up. That 
the price is now around $65 (compared with a price of around $28.50 pre-Korea ) 
can be partially explained in terms of our own $63 domestic floor price produc 
tion expansion scheme and our $65 ceiling price. 

In view of the many uncertainties involved, it seems likely that a better de 
fense of our membership in the Tungsten-Molybdenum Committee can be made 
on political grounds and in general terms than on the basis of a statistical 
analysis such as that contained in the attached tables. 
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United States consumption and free world production of tungsten and 
molybdenum 


[Thousands of pounds, metal content] 


Molybdenum 


4th quarter, 1951 
Total free world supply 
United States allocation by International Materials Conference 
Percent of free w rid SOnens 
Received by United States 
Percent, receipt of fre e world supply 


1949 
Domestic productior 
et general impor 


Total supply 
United States percent of free world. 


1950 
Domestic 


Net gener 


Inet 
roau¢ 


limr 
t lmpor 


I 
} 
i 


Total suppl 


nt of free world 


rcent of free worl 


s percent o 


1951, 4th quarter 
Domestic production 


Net general imports 


19. 600 
1—1, 615 


Total supply on 7, 985 
United States percent of free world je 174 


1 Estimated 
2 China not included. 
* Exports of ferrotungsten not included 


Senator Martone. This document is identified as Document No. 9, 
from Mr. Evans of Economic Resources, to Mr. Thorpe, Assistant 
Secretary of State for Economic Affairs, dated January 31, 1951. The 
letter indicates the State Department wanted an alternate United 
States member of the Central Group and alternate members of the 
committees as State papertens nt representatives. It seems apparent 
that on January 31, 1951, our State Department expected to set the 
policy for the International Materials Conference. 

Mr. Evans, what do you have to say about that document? 

Mr. Evans. I don’t think that that was the actual implication of 
this memorandum. The reason for the suggestion that the State De- 
partment should have an alternate member in each committee and in 
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the Central Group was because of the overall responsibility of the 
secretary of State for representing the United States in international 
affairs. The problem in organizing the International Materials Con- 
ference was that the agency that clearly was involved with the sub- 
stance of the problem with our own allocations, that would have the 
knowledge and the authority to determine what we should do and 
whether we should do it and should carry it out, was the Defense 
Production Administration and the Office of Defense Mobilization. 


STATE DEPARTMENT EXERCISED HIDDEN CONTROL OVER OPERATION OF IM(¢ 


The State Department, however, had to keep closely informed on 
inything whieh so closely involved relations with foreign govern- 
ments, and therefore it was desirable that there should be a State 
Department member at the meetings in order to keep informed. 

This was necessary because frequently ambassadors from foreign 
countries would call on the Secretary of State and raise questions con- 

ning the International Materials Conference and we had to be in 
al loser Poe to inform him. 

Senator MaLone. I call your attention to Document No. 57, which 
Lys: 

This requires almost the full time of five officers of the Office of International 
Materials Policy. 

It further says: 

The officers in question require almost full-time supervision of one of the 
senior assistants to the Director of the Office of International Materials Policy 

nd part-time supporting work from a number of its other officers, plus the time 

numerous officers in the regional bureaus of the Department required. for 
msultation with OMP officers on IMC problems. The senior adviser to the 
Director of the Office of International Materials Policy above referred to also 
acts as adviser to the United States representative on the Central Group of the 
IMG and to the United States representative on the Inter-American Economic 
ind Social Council where problems related to the work of the IMC frequently 
arise, 
, ear. Evans, it is very apparent from these memos, especially No. 57, 
iat the State Department was engineering control and direction of 
» International Materials Conference. What do you have to say 
to tea ¢ 

Mr. Evans. I don’t think that is so, sir. I see how that might ap- 
pear from this document. There was, as indicated in the earlier 
memorandum, a State Department adviser to the Defense Production 
Administration for each of the commodity committees. There were 
similar advisers from each of the other major agencies concerned. 
Also, at the time of this particular memorandum there was one, at 
least, materials committee in which the Defense Production Adminis- 
tration had asked a State Department man to represent the United 
States because they were having difficulty manning the committees 

I think that is correct. Maybe Mr. Winant can add to that. The 
size or the number of people involved in this operation, sir, does not 
indicate that we were determining the policy carried out by the 
American member of the group. 

Senator Martone. How long did you continue your work in this 
connection? This is February 1952. How long was it continued / 
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Mr. Evans. July 1952 the State Department, as a result of the in 
structions of Congress, pulled out from participation in the Inter 
national Materials Conference and no longer represented the United 
States on any commodity committee. 

Senator Matone. Where was the work transferred to after that and 
where did you get the money @ 

Mr. Evans. I think Mr. Winant can answer that question much 
better than I can, sir. 

Mr. Winanrr. Could I go back and try to tie it up with this earlier 
memo ¢ 

Senator Matone. Try to answer this question and then we will go 
back. 

Mr. Winant. We got it from the emergency defense organizations. 

Senator Martone. But you did continue your work in the Inter 
national Materials Conference ? 

Mr. Winanv. That is right. 

Senator Matonr. You got the money in spite of what Congress had 
said. 

Mr. WIN ANT. Congress had said we could not use the appropria 
tion of the State Department. 

Senator Martone. You understood from that that you could use any 
congressional appropriation that they had not specifically stated you 
could not use? 

Mr. Winant. That was examined very carefully by our counsel and 
submitted to Lindsay Warren, sir, for an opinion. 

Senator Martone. I think that is another example of just circuit 
riding around the Congress, because it must have been evident even 
to you, Mr. Winant, that when the congressional committee went to 
all the trouble of writing in the report that you could not use the 
money for this purpose, they did not want you to carry out the purpose. 

Mr. Winant. May I answer that? We examined that very care 
fully. We felt that we were dutybound to carry on. 

Senator Martone. You felt that? 

Mr. Winanv. Yes, sir. 

Senator Matonr. What about the Congress? 

Mr. Winant. Congress had taken two steps. One was legislative 
uction which stated that in accepting an IMC recommendation you 
must take cognizance 

Senator Martone. That in doing what? 

Mr. Winanr. That if the United States Government decided to 
accept the recommendation of an allocation by the IMC that we must 
take cognizance of any unused allocation of another nation and give 
our buyers an opportunity to purchase those unused quantities. ‘That 
was interpreted by us—I don’t see how we could interpret it any other 
way—that we were to stay in the IMC, but that we were to observe 
that condition. 

Senator Martone. Did you need an international organization, a 
Materials Conference or any other kind of voluminous or widespread 
organization in order to purchase the materials that were not pur- 
chased by other nations ? 

Mr. Wrinanrt. No, sir. . 

Senator Matonz. Why could you not turn that over to men like 
Fred Searls, who understood the situation, without any great organi- 
zation ¢ 
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Mr. Winant. We were following the dictate of Congress there, 
we thought. 

Senator Manone. I just want the record to show that you did con 
tinue the organization and you secured money from another organiza 
tion meta the work that C ongress had re fused specifically—— 

Mr. Winant. To the State Department. 

Senator Mavone. To the State Department to carry on. 

Mr. Winanr. That is right. 

Senator’ MALONE. That is good enough. I will submit for the 
record at this point a document identified as No. 57, “Employment 

personnel in the Office of the Assistant Secretary of State for Eco 
nomic Affairs In connection with Internat ional Materials ¢ onferen e.” 

(Document No. 57 is made a part of the record at this point.) 


EMPLOYMENT OF PERSONNEL ID Hy ICE OF THE ASSISTANT SECRETARY OF STATE 
FOR ECONOMIC AFFAIRS IN C TION WITH THE INTERNATIONAL MATERIALS 
CONFERENC! 


One member of the staff of the Office of International Materiais Police) 
State Department is permanently assigned to the Secretariat of the Internationa 
Materials Conference, where acts as secretary of the copper, lead, and zin 
committee 

Since the IMC involves a series of r( ions with other countries, the State 
Department is represented on each of the interdepartmental committees which 
advise the United States representatives on the IMC commodity committees 
It also is Consulted by those representatives on daily problems which come up 
in the work of the committees. This requires almost the full time of 

the Oflice of eee Materials Pr OLLCY ie 0 these Ve omcers 

designated by the Defense Production Administration as the United States 
representatives on the ] a and paper committee. 

In order to carry out their functions of effectively advising the United States 
representatives on the IMC committees, the officers in question 


live 


require almost 

e full-time supervision of one of the senior assistants to the Director of the 

Office of International Materials Policy and part-time supporting work from a 
inber of its other officers, plus the time of merous oflicers the regional 
aus of the Department required for consultation with OPM officers on IM¢ 

a senior advisor t th rect Fr the Office of Internationa 

a y i ve refer! al acts advisor to the United States 
representative on the Central Group of the IMC and to the United States repre 
sentative on the Inter-American Economic and Social Council where problen 

elated to the work of the IMC frequently arise 


’ , P , + yr 4 tot 
the chief Inction {f the State Department 


IMC, is to keep officers of other agencies informe 
lip of overall United States foreign policy to ti 

faced in the IMC committees, and to assist in 
as to promote the national objectives of the 

State De tment’s function, in other relationships with forei 


ign g 


keep before them a cle tf the United Stat objectives 


materials policy 

Mr. Winant. Would you care to have 
representative here ¢ L have it here. 

Mr. Apterman. I have that. 

Senator Matone. This document, Document No. 6, refers to ex Ing 
commodity groups already in eXistence, as in tin, rubber. wool. und 
cotton. it indicates that there were organizations already har dling 
these products. This is a memorandum, “Subject: New Global Raw 
Materials Organization,” from Robert Asher to Mr. Edwin M. Martin. 

Who is Mr. Asher and who is Mr. Martin ? 

Mr. Morron. Ed Martin at that time was—what is the date of it, 


sip? 
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Mr. ApLERMAN. December 21, 1950. 

Mr. Evans. They were both officers, Senator, Mr. Martin being the 
principal officer, in the Bureau of European Regional Affairs of the 
State Department. 

Senator Matonr. What were their duties? 

Mr. Evans. Mr. Martin directed the office. That office concerned 
itself primarily with organizations within Europe; for example, the 
NATO which involved European countries, North Atlantic Treaty 
Organization, and the organization for European Economic Coopera- 
tion. They were In charge of the relationships of the United States 
with these international organizations in the European field. 

I think that is the best I can do to describe it. 

Senator Martone. Thank you. [Reading:] 

Subject: New Global Raw Materials Organization. 

Attached is a memorandum raising in very preliminary form certain problems 
in connection with the establishment of the new Raw Materials Organization 
The mere listing of these problems will no doubt raise in your mind other 
questions Which also need answering. 

I would appreciate your views as to next steps. 

That is dated December 21, 1950, with copies to Mr. John Leddy 
and to Miss Miriam Camp. That is a lady, is it? 

Mr. Morton. Yes. 

Senator Martone. This is a rather complete memorandum, it seems, 
on this new global raw materials organization. It says in paragraph 
8: 

8. Where there are existing commodity groups already in existence, as in tin, 
rubber, wool, and cotton, it is suggested that their terms of reference be reviewed 
to determine whether they are competent to recommend measures for increasing 
the production and facilitating the equitable distribution of the commodities 
with which they are concerned. If so, it would probably be preferable to encour- 
age them to move ahead full speed on their problems with their present secre 
tariats, at their present locations, than to seek to supersede them with Washing 
ton committees established under the aegis of the new Joint Committee, If their 
terms of reference are not adequate, the member countries might be asked to 
amend them. 

Now, Mr. Morton, would you give us some information as to what 
this memorandum is all about on the New Global Raw Materials 
Organization ¢ 

Mr. Mcrron. I was serving in the House of Representatives at that 
time, sir, and wasn’t acquainted with the confidential records of the 
Department. 

Senator Matone. Would not paragraph 8, which I just read, show 
that the International Materials Conference was an implementation, 
using’ a very mild term, of chapter 6 of the discredited International 
Trade Organization? 

Mr. Morton. My impression at that time as a member of Congress 
was that the International Materials Conference came as a post-Ko- 
rean development because we felt, because those who were in charge 
of our defense mobilization felt that there were some shortages of 
raw materials that we could best get through this organization. I 
_ not arguing on why the shortage existed or anything of that sort, 

but that was my impression, 

As I say, sir, I was on the outside as a Member of the House at that 
time. 
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Senator Matonr. Mr. Morton, we have already put in the record 
t the International Trade Organization was designed, among other 
ngs, many other things, to hs indle international short: iges. This 
ryanization was brought into being because you did not have the 
International Trade Organization to handle the short: iges. Could 
u not have easily concluded that that was the case? 
Mr. Morron. I remember the International Trade Organization 
scussions in Congress, sir. Two of my colleagues, as I recall, in 
e House attended the meeting in Havana, I believe it was, and I had 
1e conversations with them about it. My own memory as a member 
f Congress was that the International Trade Organization was far 
oger than something to cope with just shortages. The whole prob- 
of surpluses, trades, shortages, everything in the nature of inter- 
itional trade was involved. 
My conception of the IMC, speaking as one who was not in the ad- 
nistrative branch of the Government, at the time of its inception is 
at it was set up as temporary, its philosophy was temporary, that 
t was set up to cope with the immediate situation in the prosec ‘ution 
f the Korean war. 


UNAUTHORIZED OPERATION OF IMC 


Senator Matonr. What the International Trade Organization was 
set up to do could not be done, but since it had been repudiated by 
Congress it was necessary to organize the International Materials 
C ee e, 

[r. Morton. Honestly, Senator, my impression, speaking only as 
Me nai of the House, who was not on the Foreign A ffairs C ommitted 
the companion committee to yours in the House, I never until this 
earing associated in my mind the ITO as you have done. 

Senator Martone. It was associated in debate on the Senate floor for 
more than a year. 

here was a congressional committee appointed, of which you were 
.member, and they made a report on June 15, 1952, to the Speaker of 
the House, Joseph W. Martin, Jr., of Massachusetts, Republican 
eader of the House, on the legality of the International Materials 
Conference. 

This is the report of a committee of Republican Representatives which was re- 
juested to make a study of the legality of the International Materials Con- 
ference. The committee was appointed on March 10, 1952, by Representative 
Joseph W. Martin, Jr., of Massachusetts, the House Republican leader, at a 

eeting of approximately 70 Republican Congressmen from areas where ma- 
terials shortages had caused considerable unemployment. The materials short- 

es in turn were due in large measure to the activities of the International 
Materials Conference. 

This is your report ? 

Mr. Morton. Yes, sir. 

Senator MALONE (reading) : 

Three additional committees of Republican Representatives were appointed 
\y Mr. Martin at the same meeting. 


It is my impression and memory that you reported it was an illegal 
organization. 

Mr. Morton. I am not justifying or arguing the legality of the 
International Materials Conference. I am merely saying that I did 
not necessarily associate it with the ITO. I looked upon them as two 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


separate and distinct things designed for separate and distinct 
purposes, 
Senator Matone. The report shows the following : 


1, United States participation in the International Materials Conference has 
never been authorized by the Congress, and IMC is, therefore, from this country’s 
standpoint, an extra-legal organization 

2. Use of the Defense Production Act to implement domestically the orders of 
IMC represents an appalling misuse of powers by the President 

3. There is nothing voluntary about IMC decisions. As far as the Trumar 
administration is concerned, IMC pronouncements have the force of law and are 
obeyed 

1. IMC is a supercartel responsible only to itself 


I think the evidence, the material secured by this committee, will 
show to any casual reader, even if we have never had a square answe1 
as to whether or not we led the organization and to how we enforced 
it, which of course the United States ean do in an internationa 
organization, as vou well know, as an ex-Congressman, because of its 
authority to do other things. | Reading :] 

4, IMC is a supercartel responsible only to itself. It has assumed staggerin 


powers United States participation in such supercartel violates America 
tradition and the spirit of American law 


1 


Here I have spent 4 days trying to find out about this and you hav 
it very clear ly set out mn a report to Congress. We have had no hi ly 
to amount to anything in getting at the real truth of the matter as t« 
why this thing was established in the first place. | Reading : | 

5. No one suffers more from a cartel than working people, and this has bee 
true of IM¢ Cartels are restrictive organizations that lead inevitably to e 
nomic stagnation IMC has brought unemployment and suffering to hundred 
of thousands of American men and women. 

All of this was during the Korean war when we were furnishing 
most of the material, practically all the material and the money, an 
over 90 percent of the personnel, the men who were fighting on thos 
snowy hillsides. | Reading :] 

6. The IMC is the brainchild of the United States State Department, whi 
has been endeavoring to establish such a socialistic organization for many years 
Che State Department is at present the driving force in this country behind IMC 
which is a long step toward world socialism. 

I want tosay to you, Mr. Morton, I congratulate you on your insight 
into this organization. That was what the International Trade O1 
ganization was. It was an international cartel system leading to 
socialism or worse. | Reading: | 


7. Congressional committees have twice refused to approve a similar program 
when it was proposed in the charter of the International Trade Organization 
Now, under the guise of being a wartime emergency agency, the IMC has come 
into being in defiance of Congress 

8S. UN agencies have also been promoting the concept of supercartels like 
IMC. They now view IMC as a readymade agency for imposing all-embracing 
controls on the world’s economy 

Now, since you have dissolved it, or at least it is temporarily laid 
away in a corner, the United Nations proposes a similar worldwide 
organization of even greater powers. Is that true? 

Mr. Morton. There isa committee, as | understand It, which we 
did not participate 1n, and I think if I am not mistaken we voted 
against its Inception. 


Senator Matonr. What difference does it make if you are outvoted / 
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There are more of these nations on their side than there are on ou 
de when it comes to the division. 
Mr. Morton. I think we would win our share of votes, sir. 
Senator MaLonE. You never won one on the division of materials 
before. You never have won one that I have heard about. At least, 
ere is no evidence in this committee that you have won one. You 
re always on the division side and become dependent on these nations 
for things you cannot fight a war without. You are pointing out 
it very clearly here. | Reading: | 
» IMC has failed to stabilize commodity prices. Stabilization was to have 
en one of ifs Major goals 
10. The IMC, in defiance of the United States Congress, has assumed controh 
er a large part of our stockpiling program and has blocked that | 
And it did, I can assure you. I want again to congratulate you 
your insight and your perception in th ’ . |Reading:| 
11. The theory of the IMC is a share-and-share-: basis for distributin 
ce commodities 
ch we have been talking about all day, e tlements for consum] 


Reading Ht 


operated, the | 


l ‘ 
12. IMC has violated 
own economic des 


I! might say we apparently are on the e of oe ANV a Vvolce 


their pol tical destiny. Reading: 


Furthermore, by helping the IMC to set consumi tions aga t producin 


ad of course vou ave correct 


e United States running the risk of ; natin iendly produ 
e yery nations whose friendship we need 
8. There is an abundance of evidence tl » I) is intended te 


ent organization that will outlive the present 


And it Wis, I am sure, until the Congress attac ked it and thet ' 
buried it, just as they buried ITO temporarily because Congress 
refused to take it. 

Now we come up with the oreal International Materials Conference 


Reading : | 
IMC presents a blunt 
y segment of oul 
ers, Is the Presiden >» law-mi I ne ) | responsil 
ng to the Congress? f Congres the hk | agency, de e wisl 
ttempt to preserve freedom i he world by suppressin ya Ic has 
The administration claims, in effect, there rn ) wrong 
ericans, some reason why Americans are Cc to« t r oO 
is we deny 
The place where something 
ition which would turn fl 


lependence when Americans were 


I will say to you, Mr. Morton, if was a truer word 
ive not read it lately. We are eX ya mel iber ot thi 
lock and with the help, Im olit Say, ‘the State Departme 


eee , 5 ; -— ‘: 
pinion of at least one Senator on th nate floor. head! 


As long as IMC continues to exist, a large part of live jobs, ine 
ving standards—will be under the ec 


SOSSS n4 } 16 
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And of course it is. You are so right. It is better wording than at 
least the one member of the committee could manage. All you have to 
do is to reallocate and just tell an industry that they can have only so 
much of a certain raw material and that limits their production. Just 
is ITO, the International Trade Organization, was designed to do, 

he details will all show that to be the fact. | Reading:| 

There is only one course open to the Congress—to order the administratio 
to end participation in the International Materials Conference, once and for all 

Which they did by refusing to appropriate money for it, and they 
found the money elsewhere under keen attorneys’ interpretations that 
you could not put anybody in jail if they did it, and I do not suppose 
you could. | Reading 4 

This should be done immediately because the threat to our freedom and se 
curity is too ominous to be tolerated any longer. 

I congratulate you, Mr. Secretary. I just want to call attention one 
more to article 57 of the International Trade Organization—I will 
not put it in the record—under (f) “To assure the equitable distri- 
bution of a primary commodity in short supply.” 

There is absolute ly no difference, except that the ITO approved by 
Congress would have given legal sanction which according to your 
own report, you have never had for the International Materials Con- 
ference, or anything like it. 

(The exhibits “Report of the Committee Appointed by Joseph W. 
Martin, Jr.,” dated June 15, 1952, is already in the appendix as exhibit 
No. 33 and appears in the appendix at p. 1069). The document iden 
tified as document No. 6, “Memo from Mr. Asher to Mr. aa 


which already has been referred to, with copies to Mr. John Leddy and 
Miss Miriam Camp, and attached papers, will be made a part of the 
record at this point. 

(The matter referred to is as follows :) 


DECEMBER 21, 1950 
lo: Mr. Fdwin M, Martin 
From: Robert E. Asher 
Subject : New Global Raw Materials Organization. 

Attached is a memorandum raising in very preliminary form certain problems 
in connection with the establishment of the new Raw Materials Organization. 
lhe mere listing of these problems will no doubt raise in your mind other ques 
tions which also need answering. 

I would appreciate your views as to next steps. 


New GLoBAL RAW MATERIALS ORGANIZATION 


The decision to establish new international machinery to deal on a global 
scale with raw materials in short supply raises a number of questions on which 
the United States Government must be prepared to take a position within the 
near future. Some of these questions are discussed below. It is suggested 
that a small working group composed of representatives of E, EUR (RA), 
and ARA be designated to formulate in greater detail a preliminary departmental 
position 

1. The new organization will need a name. Joint Raw Materials Organization 
is suggested. 

2. It will need terms of reference. [I presume these should be vague and 
general at this stage of the game, e. g., “To increase the production and avail- 
ability of raw materials in short supply and to assure their most effective use 
by the nations of the free world in the present emergency.” It may, however, 
be advisable to specify that food and petroleum are not included. 
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3. Whether the sponsoring committee consists of 3, 5, or 7, or any other 
number of national representatives, the question will arise as to whether the 

miittee is a full-time directorate or whether it meets on call with its members 
free to carry on other business when not in session. In view of the desire to 

iy down the role of the joint committee and play up the authority and 
jutonomy of the commodity committees, it would seem unwise to keep the joint 

onmmittee in continuous session, even though it may meet all day every day 

juring the first 2 weeks or so of its existence. 

t+. Who should be responsible for nominating the United States representative 

nd what kind of backstopping should he be given? The assumption so far 

is been that responsibility for his nomination should rest with Chairman Sym- 

gton of the National Security Resources Board and that he would be back- 
stopped by a nine-man committee consisting of representatives of interested 
United States agencies, including the Department of State (in the person of 
Mr. O’Gara). Does the appointment of Charles E. Wilson as Director of the 
Office of Defense Mobilization change any of this? 

5. If the United States representative is to come from outside the Depart- 
ment, should his alternate be a State Department man (e. g., Assistant Secretary 
Thorp, if this is not a full-time job) ? 

6. Is it reasonable to expect other countries to concur in the designation of 

United States national as Executive Secretary (or whatever the top secretariat 

ficial is called)? William Phillips, formerly of the Department and currently 
with the School of Advanced International Studies, has been mentioned as a 
possibility. 

7. How is the secretariat to be financed and staffed? There will presumably 
need to be a small central secretariat engaged directly in servicing the joint 
committee, supplemented by technical personnel servicing individual commodity 
committees. As long as the secretariat remains small, it would be easier to 
staff it with personnel detailed by participating governments. The latter should 
agree to cooperate by making competent personnel available promptly. Con- 
sideration should also be given to borrowing personnel from existing interna- 
tional agencies such as OFEC. 

The United States Government should be prepared to house the body in 
Washington. 

8. Where there are existing commodity groups already in existence, as in tin, 
rubber, wool, and cotton, it is suggested that their terms of reference be reviewed 
to determine whether they are competent to recommend measures for increasing 
the production and facilitating the equitable distribution of the commodities with 
which they are concerned. If so, it would probably be preferable to encourage 
them to move ahead full speed on their problems with their present secretariats, 
it their present locations, than to seek to supersede them with Washington com 
mittees established under the aegis of the new joint committee. If their terms 

f reference are not adequate, the member countries might be asked to amend 
them. 

9. Relationships with international bodies such as OEFEC and NATO are more 

mplicated. The initiative in summoning international conferences should 
clearly pass to the new body. The OFEC could usefully (a) handle regional 

ommodities like coal, coke, wood pulp; ()) develop information on European 
requirements for and availabilities of materials under United States export con- 
trols; (c) with respect to commodities under study by global committees, facili- 
tate the flow of country data from OEEC countries to the international com- 
modity group concerned; (d) stimulate regional conservation measures over and 
above those recommended on a worldwide seale, including the substitution of 
less scarce materials: (e) publicize price increases and their effects on European 
economie stability. The OFEC, however, should not attempt to become a regional 
office of the new global agency or a suballocating body. If any OEEC Secretariat 
personnel have become reasonably expert on commodities that are in global 
short supply, such personnel might well be loaned or detailed to the new global 
rganization. 

The NATO raw materials group should concentrate on (a) the compilation of 
agreed defense requirements for materials in short supply, ()) the scaling down 
or rephasing of such requirements where necessary in the common interest, (¢) 
the consideration of substitute materials, (d) the assurance that essential Cefense 
requirements are in fact met. 
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10. Will countries that are not represented on the joint committee be satisfied 
to be represented only on the committees dealing with commodities in which 
those countries have a particular interest? Will this leave out completely som: 
important countries (Denmark, Switzerland, certain Latin American nations) 
that may not qualify as major producers or consumers of any single commodity? 
I suspect that a council on which virtually all interested nations are represented 
will have to be created eventually If so, it might be better politics to announce 
the intention to do so at an early date. The council could meet once a year oy 
less, with the joint committee acting on its behalf during the interim 

11. How many new commodity committees are we really likely to have? <A 
few weeks ago many people thought that there were only a handful of commodi 
ties with respect to which international allocations would be feasible Now wi 
seem to have switched positions completely and be thinking in terms of a fairly 
substantial list. The key to the importance of the agency lies largely ir 
the answer to this question. I assume the commodity committee representative 
will meet at periodic intervals rather than continuously. 

12. Does the organization need any sanctions to enforce its decisions? The 
allocation schemes operated during the postwar period seem to have worked re 
sonably well without formal sanctions It would therefore seem feasible to start 
off on the assumption that agreements will be reached and observed. Expo: 
and import controls will be necessary, of course, to insure observation of agreed 
limits 

13. Relations between the joint committee, the Executive Secretary, and 
commodity Committees all present problems. Some of these may be Clarifie 
by the attached statements of functions for each of them 


FUNCTIONS O FOINT COMMITTEI 


(1) Determine commodities with respect to which international consultat 
deemed urgent ; 


(2) Determine which countries should be consulted with respect to each of the 


lities agreed upon ; 


(3) Determine time and place of initial Commodity conferences ; 

(4) Keep under review the relationship between the global organization and 
other international organizations concerned with raw materials problems, e. g 
OKEC, NATO, and the several existing international commodity organizations 

(Oo) Receive and review reports from commodity committees regarding a 
tions taken, progress made, difficulties encountered, etc. ; 

(G6) Appoint and give necessary guidance to an Executive Secretary ; 

(7) Issue appropriate progress reports, public statements, etc. 


FUNCTIONS OF EXECUTIVE SECRETARY 


(1) Supervise small central secretariat engaged directly in servicing joint 
committee, e. ¢., providing basic data for determinations called for under (1), 
(2) and (35) of committee’s functions, implementing committee decisions in terms 
of issuing invitations and furnishing necessary conference services, preparing 
draft progress reports, ete 


(2) Provide central administrative services for commodity committee 
secretariats 


FUNCTIONS OF COMMODITY COMMITTEES 


Consider and recommend to governments specific actions which should be take 
with respect to the commodity (or commodities) under their jurisdiction in ordet 
to expand production and assure effective distribution of available supplies; 

Collect and disseminate essential information concerning production and con 
sumption trends, price trends, and other relevant data concerning the commodity 
under their jurisdiction ; 

Coordinate the work of any subcommittees, working parties or ad hoc sub 
sidiary groups which they may establish ; 

Give policy guidance to their technical secretariats 

The specific production and distribution measures recommended to governments 
by commodity committees shall be final in the sense that they shall not be subject 
to prior review by the joint committee or subsequent appeal to that committee. 
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ADDITIONAL FUNCTIONS OF UNITED STATES REPRESENTATIVE ON JOINT COM MITTE 
(1) Assure consistency of United States views as expressed by various United 
States commodity committee representatives 


Senator Matone. We will recess the committee until Monday morn 


ng at 10 o’clock, and you arrange for an assistant secretary to be here, 
Mr. Morton. I think it is necessary, or at least it is adv isable, because 


of the nature of the work, that someone familiar with details be here 
when we start to decide what can be made public. 


(Thereupon at 5 p. m., a recess was taken until Monday, January 18, 
954, at 10 a. m.) 








STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


MONDAY, JANUARY 18, 1954 


Unitep States SENATE, 
SPECIAL SUBCOMMITTEE ON 
Mrnerats, MaAreriats, AND Fugets Economics 
OF THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C. 

The subcommittee met at 10:15 a. m., pursuant to recess, in the 
committee room, 224 Senate Office Building, Washington, D. C., 
Senator George W. Malone (chairman of the subcommittee) presiding. 

Present: Senator George W. Malone, Nevada (chairman of the 
subcommittee ). 

Present also: Jerome S. Adlerman, counsel to the subcommittee; 
George B. Holderer, subcommittee engineer; and Richard G. Sinclair, 
subcommittee accountant. 

Senator Matonr. The subcommittee will be in order. 

We intend to finish this morning, if we can. We will run through 
these documents. 

In following through with these documents, we have done the best 
we know how to determine how these organizations materialized, who 
runs them, who is behind them, and, for the benefit of the committee’s 
study, what their effect actually is. The record seems to be pretty 
clear on the International Trade Organization and the International 
Materials Conference, but we have had a continual denial here, even in 
these excutive hearings, that the State Department has anything to do 
with actions taken by other organizations in the Government to imple 
ment allocations by IMC. 


STATEMENTS OF THRUSTON B. MORTON, ASSISTANT SECRETARY 
OF STATE FOR CONGRESSIONAL RELATIONS; JOHN W. EVANS: 
WILLIS C. ARMSTRONG, OFFICE OF INTERNATIONAL MATERIALS 
POLICY, BUREAU OF ECONOMIC AFFAIRS; EDMUND E. GETZIN, 
METALS AND MINERALS STAFF, STATE DEPARTMENT; AND 
FREDERICK WINANT, SPECIAL ASSISTANT TO THE ASSISTANT 
DIRECTOR FOR MATERIALS, OFFICE OF DEFENSE MOBILIZA- 
TION—Resumed 


Senator Martone. Mr. Morton, you have heard this testimony, so it 
ought to be clear to you by now that the State Department has nothing 
to do with the operation of these other groups, at least from the testi- 
mony. Some of us remain unconvinced. 


239 
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ACHESON AND THORP CONCEPT THAT FOREIGN POLICY AND DOMESTI 
ECONOMY CANNOT BE SEPARATED 


The debate on the Senate floor and the testimony before the com 
mittees for the 7 years that the junior Senator from Nevada has been 
in the Senate have always pointed to the State Department’ s being the 
anchor around which all these committees operate. The testimony of 
Mr. Acheson and of Mr. Thorp was always to the effect that you 
could not separate the domestic economy from the foreign policy : tha 
they were connected and had to be conne seted, 


STATI DEPARTMEN'I DETERMINED ACTION OF OTHED DEPARTMENTS 
PARALLEL STATEMENTS OF MR. GETZIN, STATE DEPARTMENT, AND MR 
WILSON, ODM 


lor the benefit of our own committee, I shall show how these things 
have a common background. After all the denials that the State De 
partment determined the actions of other Government agencies, I shal 
demonstrate by an exhibit that they did exercise such power. At this 
time I shall insert in the record excerpts from an address delivered by 
Mr. Getzin of the Metals and Minerals Staff of the State Department 
before the American Institute of Mining and Metallurgical Engineers 
on February 19, 1952. [am also inserting the prepared statement of 
Mr. C. E. Wilson, Director of the Office of Defense Mobilization, which 
was a part of Mr. Fleischmann’s testimony before the Senate Banking 
Committee on March 21,1952. Mr. Reporter, I ask that it be typed lt 
the record just exactly as it is here. 

(The excerpts from Mr. Getzin’s speech of February 19, 1952, on 
Minerals, Materials, and Economic Resources, and from Mr. C. E 
Wilson’s testimony before the Senate Banking Committee on March 
21, 1952, are filed with the subcommittee. ) 

Senator Matone. Mr. Getzin’s speech starts out : 

Proposals should be made to other interested governments for the creation 
of a number of standing international commodity groups, representing the gov 
ernments of producing and consuming countries throughout the free world which 
have a substantial interest in the commodities concerned. These commodity 
sroups would consider and recommend to governments the specific action which 
should be taken, in the case of each commodity, in order to expand production, 
increase availabilities, conserve supplies, and assure the most effective distribu 
tion and utilization of supplies among consuming countries. 


Mr. Wilson, almost exactly a month later, testified before the 
Senate committee: 


* * * Invitations wouid be sent to other interested friendly governments for 
the establishment of standing international commodity groups, representing the 
governments of the principal producing and consuming countries of the free 
world which have a substantial interest in the commodities concerned. These 
commodity groups would consider and recommend to governments the specifi 
action which should be taken, in the case of each commodity, in order to expand 
production, increase availabilities 


that is a good word 


conserve supplies, and assure the most effective distribution and utilization of 
supplies among consuming countries. 

There is no use going further, I believe. We will just make this a 
part.of the record, and type it in the recerd just exacthy-as it is there, 
Mr. Reporter, at this point. 
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(The matter referred to is as 


STATEMENT BY C. E. WILSON, MARCH 21, 
1952 


Throughout the fall of 1950, the Gov 
ernment took a number of first steps to 
meet specific and general problems of 
raw materials shortages. * * * The 
Congress of the United States passed 
and President approved the Defense 
Production Act of 1950 which gave the 
authority to stabilize prices and wages, 
illocate materials, reduce or eliminate 
nonessential consumption, and expand 
production of scarce materials. * * * 

At about the same time, the United 
States took the initiative in bringing 
together major wool-producing coun 
to determine whether a serious 
shortage was imminent, and if 
whether international allocation should 
instituted. 

The North Atlantic Treaty Organiza 
tion (NATO) also began to examine the 

iw materials problems, since the mili 
tary production programs of all nations 
depend upon the availability of 
naterials, 

In November and December, initial 
plans were drawn by interested govern 
ments for an intergovernmental con 
ference to study the need for inter 
national action rubber. 

These and other scattered efforts con 
firmed and emphasized the need for a 
more clearcut international instru 
ment to deal promptly with commodity 
all types in accordance 
with uniform principles 

The geography of raw materials is a 
matter of chance, with no country or 
self-sufficient in the materials it 
and with each controlling some 
resources to which others must have 
The United States and her 
Western European military allies do not 
by any means control all of the ma 
terials that are necessary to defense 
production. 

The United States is certainly a most 
fortunate country in this respect. For 
example, we import all our natural rub 
ber * * * tin * * * jndustrial dia 
monds. * * ® 

At the same time, the United States 
is the major source not only of manu 
factured goods, but of some of the raw 
materials, such cotton, sulfur, and 
molybdenum, which other areas must 
import. An organization wide enough 
to embrace free countries in all areas of 
the world was required 


tries 


sv, 


he 
t 
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shortages of 


needs 


access, 


as 
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follows °F 


SPEECH BY GETZIN, FEBRUARY 19, 1952 


the fall of 1950 govern 
number of steps to meet 
general problems of raw 
shortages In the United 
passed and the 
the Defense Pro 
gave the Govern 
to stabilize prices and 
allocate materials, reduce or 
eliminate nonessential consumption, and 
expand production of scarce materials 

At about the same time, the United 
States the initiative in bringing 
major wool-producing coun- 
determine whether a_ serious 
imminent, and if 
international allocation should 
instituted 
The North Atlantic Treaty Organiza 
tion also began to examine the raw ma 
terials problem, had a bearing 
the roduction programs 


nembel 


Throughout 
ments took a 
specific and 
materials 
States the 
President approved 
duction Act which 
ment authority 
wages, 


Congress 


took 
together 
tries to 
shortage 
whethet 
he 


was So, 


as it 
military | 
nations 


nbpon 
of 
In November and December, initial 
plans were drawn by interested govern 
ments for an intergovernmental confet 
ence to study the need for internationa 
action on rubber 

These scattered efforts confirmed and 
emphasized the need for a standing it 
ternational organization to deal prop 
erly and promptly with commodity 
shortages of all types in accordance 
with uniform principles. 

The geography of raw materials is a 
matter of with no country 
area self-sufficient in the materials it 
needs and with each controlling 
resources to which others must have 
The United States and her 
Western European military allies do not 
by any control all of the ma 
terials necessary to modern 
industry 

The United States certainly the 
most fortunate country in this respect 
Yet we must, for example, import all 
our natural rubber, tin, industrial dia 
monds. * * * 

At the same time, the United States 
is the major source not only of manu 
factured goods, but of some of the raw 
materials, such cotton, sulfur, and 
molybdenum, which other areas must 
import An organization widespread 
enough to embrace free countries in all 
areas of the world was required 


chance, or 
some 


necess 


means 


that are 


is 


as 





242 


STOCKPILING STRATEGIC 

The way in which international action 
on raw materials could best be organ- 
ized was widely within and 
among governments. 

Guided by the 
and recognizing 


discussed 
* ¢ & 
results of this study 
that cire re 
quired action without additional delay. 

President Truman and Prime Minis- 
Attlee at their meeting in Washing- 
in December 1950 considered an 
rency organization specifically de- 


to handle r is prob- 
> * + 


umstances 


tel 

ton 
emer 
materia 


signed aw 


1s 


The 
Government of ra 

On January 12, 1951, the three Gov- 
ernments issued = a ement 

, invitations would be sent to other 
interested friendly governments for the 
standing international 
commodity groups, representing the gov 
ernments of ft) principal producing 
and consuming countries of the free 
vorld which substantial interest 
the commodities concerned. These 
commodity groups would consider and 
to governments the specific 
iction which should be taken. In the 
case of each commodity, in order to ex 
pand production, increase availabilities, 
and assure the most 
effective distribution and utilization of 
supplies among consuming countries, 

This was the start of Interna- 
tional Materials Conference 

The task of the 
was to determine what, if 
should be recommended 
ments to alleviate the difficulties re- 
vealed by a review of the facts. In 
many cases the committees have recon)- 
mended that governments take action to 
encourage increased production and to 
develop measures of conservation. 

In a number of cases the fact revealed 
such a disparity between available sup- 
plies and the requirements of the free 
world for defense and essential civilian 
purposes that the committees 
mended distribution according 
fense and civilian requirements. 

Sulfur, tungsten and molybdenum 
were thus recommended for allocation 
for the third quarter of 1951, and cop- 
per, zine, nickel, and cobalt beginning 
in the fourth quarter of 1951. 


as then discussed with the 
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idea w 


joint . stat 


establishment of 


have a 
In 


recommend 


onserve supplies, 
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the 
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any, action 
to govern- 


second 


recom- 
to de- 


allocations are renegotiated 
periodically, usually quarter by quarter. 

The IMC committees have no author- 
ity to decide how much of a commodity 
a country must make available or how 
much or for what purpose it shall con- 
sume. The result of each negotiation 
within a committee is a recommenda- 
tion to governments, which has no ef- 


These 


AND CRITICAL MATERIALS 

The way in which international co 
operation on raw materials could best 
be organized was widely discussed with- 
in and among governments. * * * 

Guided by the this 
and recognizing that circumstances re 
quired action without delay 

Prime Minister Attlee and President 
Truman during the former’s visit to 
Washinyton in December 1950 reaeh« 
tentative agreement upon plans for an 
ad intergovernmental organization 
» handle raw ma 


results of Study 


hoe 
specifically designed 
terials problems. 

These plans were then discussed with 
the Government of France. 

On January 12, 1951, the three Gov 
ernments issued a joint statement, 
Proposals should be made to other int 
for the creation 
standing international con 
modity groups, representing the govern 
of producing and 
throughout the world 
Which have a substantial interest in t 
commodities These com- 
groups and 
recommend to governments the specific 
action which should be in the 
case of each commodity, in order to ex 
pand production, increase availabilities, 
conserve supplies, and assure the most 
‘ective distribution and utilization of 
supplies among consuming countries. 

This was the start of Interna 
tional Materials Conference. 

The second of the committees 
was to determine what action 
be recommended to governments 
alleviate the difficulties revealed by the 
review of the facts. In many cases the 
committees have recommended that gov- 
ernments take action to encourage in- 
production and to develop 
measure of conservation. 

In a number of the facts re 
vealed such a disparity between avail- 
able supplies and the requiremet of 
the free world for defense and essential 
civilian purposes that the committees 
recommended the establishment in 
ternational allocations to insure equi- 
table distribution in accordance with 
need, Sulfur, tungsten and molyb- 
denum were thus placed under alloca- 
tion for the third quarter of 1951, and 
copper, Zine, nickel, and cobalt begin- 
ning in the fourth quarter of 1951. 

These allocations are being renego- 
tiated quarter by quarter. 

The IMC committees have no author- 
ity to decide how much of a commodity 
a country must make available or how 
much it shall consume the result of each 
negotiation within a committee is an 
agreed recommendation to governments 
and formal action must be taken by 


ested governments 


a number of 
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unless the governments decide to 
ept it and to put it into effect. 
Other commodities studied by the 
ommittees were not recommended for 
cation. Supply and demand in lead 
d manganese were judged to be about 
mlance: cotton and cotton linters, 
hile in short supply last year, are now 
<pected to be much easier; the Wool 
mittee did not agree on the scope 
the wool shortage, nor on steps to 
eviate it. Whe Pulp and Paper Com- 
tee has recommended small emer- 
ney allocations of newsprint to help 
press of many countries of the free 
d continue in operation, but no over- 
allocation of newsprint has ever been 
ommended. 
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governments to accept the proposal and 
put it into effect 

Other commodities studied by the 
committees were not placed under al- 
location. Supply and demand in lead 
and manganese were judged to be about 
in balance otton and cotton linters, 
while in short supply last year, were 
expected to be much easier, the Wool 
Committee did not agree on the scope 
of the wool shortage, nor on the steps 
to alleviate it. The Pulp and Paper 
Committee has made emergency alloca- 
of newsprint * * to help the 
of many of the free 
continue operation, but 

allo system 


tions 
press 
world in 
overall ation 


countries 
no 


has been 


recommended. 


It is quite apparent that the statement which Mr. Fleischmann told 

e Senate Banking Committee had been prepared personally by Mr. 
Wilson and represented his own convictions was actually, almost word 
for word, the statement Mr. Getzin of the State Department had made 

month earlier. 

Mr. Fleischmann and Mr. Thorp were before the committee, and 
Senator Dirksen asked a question. He said: 


Now, I see in the last page of the statement of Mr. Wilson, this observation. 

“The function and purpose of IMC is to meet this emergency need. When the 
emergency and the need end, IMC will end.” 

Now, the reason I am curious about that is because Mr. Getzin of the Office 
' Non-Ferrous Materials Policy in the State Department, addressed to Ameri- 
in Institute of Mining Engineers in New York last month. 
that speech, he said: 

“Tf the allocation work of the IMC is judged successful by participating coun- 
ries, there is no reason why more ambitious programs relating to conservation, 
development and price ceilings should not be considered.” 


We find from the information submitted for the record last Friday 
that more ambitious programs are being proposed through the United 
Nations. 

Senator Dirksen said: 


In the course of 


Now, is that an official statement of the policy on the part of the State De- 
partment? 

Mr. FLEISCHMANN. I think Mr. Thorp will agree that the basic policies of 
{merican participation in the International Materials Conference are under 
the direction of Mr. Wilson, as I understand it; therefore, I would say that is 
not an official statement of the United States position (p. 1486). 

Mr. THorpP. I will have to find out what clearance the speech had. It was an 
nformal speech and Mr. Getzin is one of the people who works in our metals 
group in the Department, who works closely with IMC— 


Senator Bricker, a member of the committee, asked 


What do you mean by “informal”? 

Mr. THorP. I think what I meant was that this was not intended to be a staie- 
ment of policy in the sense that I would have to take responsibility for determin- 
ng the policy in a speech that I made, but rather an explanatory speech where 
he was asked to come to this group and tell what the IMC was. 

Senator Bricker. It was prepared, typed, and distributed, though. 

Mr. THorp. Yes, so I see. I have never seen it. 

Senator Bricker. You are not in a position to say whether it was approved 
and checked by the Department before it was delivered ? 
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Mr. THorP. I would have to supply information as to what degree of clearance 
it had (p. 1495) 


Now, I want to show what Mr. Fleischmann said when he opened his 
testimony before the Senate Banking Committee: 


GETZIN SPEECH 


Mr. FLEISCHMANN. Before I start on what I think may be a humdrum presen 
tation after this sparkling exposition we have just enjoyed, let me say what I am 
going to read is Mr. Wilson’s own statement. It was not prepared by me. He 
prepared it personally and it is his own conviction, and he has asked me to say 
that to the committee (p. 1456) 

Senator Martone, Mr. Getzin, I will have you identify this speech, 
if you will, or tell the committee if it is your speech [handing docu 
ment to Mr. Getzin]. 

Mr. Gerzin. It is, sir. 

Senator Matone. Thank you. 

This will be submitted as an exhibit. 

(Copy of Mr. Getzin’s address before American Institute of Mining 
and Metallurgical Engineers on February 19, 1952, will be accepted as 
exhibit No. 38.) 

(The document referred to appears in the appendix at p. 1152 

Senator Martone. Mr. Evans, I will address this question to Mr. 
Morton and you may have anyone answer it that you want to. 
Reading the parallel statement on two pages, would you say that that 
would indicate that the State Department had some ‘thing to do wit] 
the policy or in some way fixed the policy ¢ 

Mr. Morton. Of the International Materials Conference ? 

Senator Matonr. The Office of Defense Mobilization, which Mr. 
Wilson headed. 

Mr. Morron. In matters that pertained to foreign affairs, the State 
Department’s function is to enter the picture. 

Senator Matone. My question was this: You have heard the denials 
here. This is the fifth day. It is said that the State Department has 
nothing to do with the policy y; that it is fixed by the policy of these 
other organizations, like the Office of Defense Mobilization. Would 
that indicate to you that they may have had something to do with 
fixing the policy enunciated by Mr. Wilson later for Defense 
Mobilization ¢ 

Mr. Morron. I think that in our form of government, the State 
Department is bound to have an influence in fixing policies, insofar 
as the foreign aspect is concerned, in any agency which covers the field 
more or less as this does or covers any broad field. 

Senator Matone. I think you are right, but it was not separated 
from the domestic policy at all. It was formulated by the State De- 
partment, and - Vv followed it in the domestic allocation of minerals. 

Mr. Morvon. I don’t think the State Department has anything to do 
with the domestic allocation of minerals, whether so much copper went 
to Detroit or so much went to Pittsburgh or New England or some 
where else. I don’t think the State Department is involved in that, 
no sir, and properly not so. 

Senator Martone. In the testimony, it was shown the International 
Materials Conference determined how much the United States would 
get; is that not right? 
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Mr. Morton. Yes. 

Senator Mauonr. Is that not determining how much each one is 
going to get? If you have only so much and it is cut to a certain 
:mount, it makes no difference who distributes it here, does it ? 

Mr. Morton. I thought you were talking about equitable distribu 
tion of that which is available. 

Senator Martone. No; I am not talking about equities or inequities. 
[ am talking about the State Department fixing the policy of the 
QDM which Mr. Wilson headed. You denied here all the way 
up and down the line that you had anything to do with it. Now I give 
you a speech which fixed the policy for the ODM later, by Mr. 
(retzin, Who nobody ever heard of except within the State Department. 

Mr. Morton. If Mr. Getzin’ S speec *h fixed the police v5 Mr. Getzin had 
. much more important position in the State Department and in this 
Government than I was led to believe. 

Senator Martone. I have been trying to inquire and to give you 
some kind of idea who runs the policy of the State Department. Ow 
friend sat here for 4 days, Don Lourie, and he did not even know who 
vrote the letter that he signed, but he did not write it. He so testified. 
He did not dictate it. What evidence could the committee secure 
fromthe State Department? I got the letter, and it was very definite, 

ind would have protected the whole outfit if we had not made different 
arrangements after discussing it with you and Mr. Don Lourie after 
you got here. You agree to that, do you oat d 

Mr. Morron. I did not dictate the letter, but I was in on that letter. 

Senator Matone. You did not dictate it. I doubt if you really paid 
much attention to it. 

Mr. Morron. Yes, sir: I did. We had a meet in iy in my office on 
this letter. 

Senator Matonr. Who was in that meeting? 

Mr. Morron. Mr. Kalijarvi and myself. 

Senator Martone. That. is all? 

Mr. Morron. Some member—Mr. Phleger was In on one meeting. 
Whether he was in on the meeting where the—— 

Senator Matone. Who is this other man that you mentioned / 

Mr. Morron. Mr. Kalijarvi? 

Senator Martone. Yes. Who is he? 

Mr. Morron. Heisa deputy to the Assistant Secretary for Economic 
\ffairs. He is Mr. Waugh’s deputy, his righthand man. 

Senator Matone. Why do we not bring him down here / 

Mr. Morton. We ean bring him, sit 

Senator Matone. I thought we had the men here that you brought 
n to determine these affairs. 

Mr. Morton. Mr. Kalijarvi was not in the Department in that 
period. I thought you wanted witnesses who were the men who 
handled this. Mr. Kalijarvi is an appointee of about 5 months ago. 

Senator Martone. I did, and that is all right. My point is maybe 
to help you understand that the policy in the State Siunaetaien is 
not always fixed by the man whose picture goes in the paper. He 
just thinks he fixes it. These men who fixed the policy at that time 
are still there. 

Of course, the speech and the testimony are a matter of record and 
speak for themselves. I merely asked the question to vive you one 
nore chance to clarify it. 
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COST OF IMC OPERATIONS TO UNITED STATES 


I have here International Materials Conference, estimated require 
ments and costs for 1952 and 1953. The United States cost of pel 
sonal services in 1952 is shown here as $293,000, and other contributors. 
$255,000. This is 1952 

Mr. Winant, where did this money come from in 1952 

Mr. Winanv. That is fiscal 1952, is it, sir? 

Senator Mauonr. Yes. 

Mr. Wrnanr. That came from the State Department appropriatio. 

Senator Matone, There was some arrangement made in the Appro 
priations Committee, some reference to it that indicated that money 
was not to be taken from the State De ‘partment appropriation to pay 
the e xpense of the International Materials Conference. In 1953 | 
notice that our expense was $300,000, and the contributed expens« 
8327 .000. 

Mr. Winanvr. Fiscal 1953, Senator ? 

Senator Manone. 1953 fiseal year; ves. 

Mr. : INANT. There is some thing wrong there, sir. 

Mr. Evans. Here is the document. 

ae Martone. ‘Then would you read the correct figures ? 

Mr. Winanvr. These are submitted by the State Department, are 
they, sir/ 

Mr. Apterman. Yes. ‘These are State Department documents. 

Senator Manone. “Statement of comparative costs,” a later figure 
on the same sheet, United States cost, $239,000, 53.5 percent; con 
tributed by other nations, $255,000, 46.5 percent ; or a total of $548,000 
cost in that fiseal year 1952 

In 1953, $300,000, 47.8 percent ; $327,000, 52.2 percent; or a total of 
$627,000. 

Mr. Wrnant. I can handle that now. 

Senator Martone. You go ahead and clarify the situation. 

I will say to you, Mr. Winant, we want to get the facts correct, but 
the principle I am about to ask you about would remain the same. 
You go ahead and els ify the figures. 

Mr. Winant. First of all, for 1952 it is minor changes which hardly 
affect it. SoIwon’t gointothat. There wasa refund here and there. 
So let’s leave that alone. This statement apparently was prepared 
in a 1952. That was the contemplated setup, apparently, for 
fiscal 1953 

Senator “Matonr. It does not say that on this document. 

Mr. Wrnanv. I have a date down here in the bottom corner that 
would indicate it was prepared March 24, 1952 

Senator Matonr. But it does not call it an estimate. 

Mr. Wrnant. Yes; it does. 

Senator Martone. I am mistaken about that. It is the estimated 
requirements. As I say, it does not make any difference about what 
the figures are. You put them in as they actually are. 

Mr. Wrnant. May I tell you what happened. We took over, as 
you may know, for fiscal 1953. The United States contributed in 
fiscal 1953, $63,469.48. The other nations contributed in that same 
fiscal year $192,810. In other words, that year the United States 
contributed 24.8 percent. 

Senator Martone. Where did that money come from / 

Mr. Wrnant. That came from four emergency mobilization 
agencies, sir, and was contributed up to $70,000. 
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Senator Matone. Would you read the agencies from which the con- 
tribution was made? 

Mr. Winanr. Yes. Defense Production Administration, $30,000: 
Oftice of Defense Mobilization, $10,000; National Production Author- 
tv. $15,000; Mutual Security Agency, $15,000, a total of $70,000, of 

Lich $63,000 plus was expended. , 

Senator Matonr. Would you tell me what was the reason that these 

ganizations contributed money to run the IMC, the International 
Materials Conference ? 

Mr. Wrnanr. They believed it was to the best interests of the 

nited States. Let me pin that down a little more accurately: That 


was necessary 1h the cdlefense product ion side of the picture at that 


senator MALone. Was there a L\ ndicati by (Congress as to 

ether they wanted this done or f ' there any other 

lication ¢ 

Mr. Winantr. Mr. Chairman, we understood Congress to say two 
things, and I would like to add for your benefit, sir, that at that 
particular junction of affairs we took no action in the IMC until 
( ongress had completed its debate on the IMC, We just sat back 
| said, “We can’t answer anything here until we know the outcome.” 
Senator Manone. In other words, you could not evade what Con 

s wanted to do until you found out what it was 
Mr. Winant. I wouldn’t subscribe to that. 

Senator Matone. That was the ultimate result, was it not 7 

Mr. Winant. No, sir, I cannot agree to that. 

Senator Matone. Then go right ahead and state 

Mr. Winanv. I would feel very badly if that were the situation. 
Senator MaLone. So do we. 

Mr. Wrxnant. We waited until Congress expressed itself through 
the record and everything else. 

Senator Matonr. What did they say ? 

Mr. Winant. They said two things. They said so far as the Inter 
national Materials Conference is concerned, that when the United 
States agrees to any allocation, they must make a reservation that the 
United States buyers will have an opportunity to secure any unused 
allocation of other nations. 

Senator Matone. Did they say anything about the expenses of the 
International Materials Conference ? 

Mr. Winant. Yes, sir; they did. 

Senator Maronr. I think that is what is under discussion. 

Mr. Winant. They said those two things, one legislatively and one 
on appropriations. What they said there was that you cannot us 
any of the State appropriation funds, and we understood completely 
this: that the Senate did not wish the State Department to be active 
nthe IMC. 

Senator Matonr. And they did not say that the money should not 
be used for the IMC or to stop the operation of the IMC, or indicate 
that they did not want money used to support the IMC. You took it 
to mean that they just did not want the money taken out of the Stat: 
Department, is that true / 

Mr. Wrnant. No, sir. We took it to mean that they did not want 
the State Department in it. 
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Senator Matone. Then you took it to mean that the Congress had 
no idea of stopping the use of appropriations for the IMC. T hey just 
did not want the State Department to contribute it. 

Mr. Winant. May I read the language ? 

Senator MaLtone. Yes. 

Mr. WINANT (reading) : 

No part of any appropriation contained in this title 
that is the State Department appropriation act 
shall be used to pay any expenses incident to or in connection with participatior 
in the International Materials Conference 

Senator Matonr. Up to that time, you had not used any money in 
the International Materials Conference from any other source, had 
you? i 

Mr. Winanr. No, sir: we had not. 

Senator Martone. Would you have any idea that the Senators on 
the Appropriations Committee might have disagreed with the IMC 
and were trying to tell you that they did not want it to operate ¢ 

Mr. Wrinanv. I am sure some of the Senators disagreed with the 
IMC; yes, sir. 

Senator Martone. You found that out ? 

Mr. Winant. We understood that thoroughly, but we didn’t under 
stand that the Senate as a group felt that same way. 

Senator Manone. No. That was only our Appropriations Com 
mittee that felt that way. Do you ever pay any attention to the 
\ppropriations ¢ ommittee order at all? 

Mr. Winanv. Yes, sir. 

Senator Matonr. But if you have some way to evade it, you follow 
your own best judgment ? 

Mr. Winanv. No, sir; 1 wouldn’t say that. 

Senator Martone. I do not think there is any question about it at 
il] on the face of it. When an appropriation comes before the Senate 
committee and they say specifically that this ap propriation is not to 
be used for this part of it, do you alw: avs take it for granted then that 
if you can evade it, that if you can get the money elsewhere, you can 
vo right ahead ? 

Mr. Winanr. No, sir. Of course, Tam not an authority on any of 
these appropriation matters. All I can do is to sit down and work 
with our people who understand more about it. 

Senator Martone. You look to the counsel of the organization to 
figure out a way to do it? 

Mr. Winant. No, sir. We ask them for an opinion. 

Senator Martone. If they were of the opinion that you could get 
the money anywhere else, it would be all right ¢ 

Mr. Winanr. They were of the opinion that if it were in these sev 
eral agencies, it would be all right. 

Senator Martone. In other words, Congress had not gotten around 
to forbid you to finance it from any source. ‘They just forbade you 
to finance it from the source which had been financing it. 

Mr. Winanr. Yes, sir. Wesubmitted that to the Comptroller Gen 
eral, and he came back with approval. 

Senator Martone. In other wees there was nothing technically, no 
technicality that prohibited your etting money from an entirely dif 
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ferent organization and going ahead with your organization that had 
been organized by the State De partment ¢ 

Mr. Winant. Yes, I think that is a fair statement. 

Senator Martone. I think that is perfectly clear. You had a way 
to evade the committee’s order and you did it. That is exactly the 
point I want to make. 
~ Mr. Winant. May I say that we didn’t do it that way. 

Senator Matonr. No, I understand how you did it. You asked the 
counsel if there was any prohibition against using the money from 
these other sources. That is what you did. 

Mr. Wrinanv. Senator, I feel concerned about this personally. 

Senator Matone. So do we. If you are half as much concerned 
as we are about the type of business that has been going on there, I 
will say you are not getting very much sleep. 

Mr. Wrvant. On this score, Senator, we were faced with a legis- 
lative action of the Senate which indicated that so long as you were 

n the IMC you operate under a condition— 

Senator Manone. I will tell you what the thing was for, and T have 
heard the Senators say it, that they thought they had stopped the 
operation of something with which they did not agree, and then they 
found there was a way to evade it. In other words, the only way to 
stop you over there, apparently, is simply to say that no appropria- 
tion made | yy this body ean be used in any way to support a cert: un 
man or a certain project. That would be the only way to stop it. 

Mr. Wrnant. You see, there was the legislative action by the Sen 
ate, too, which set up conditions under which you operate in the IMC, 

Senator Matonr. What was that legislative action ? 

Mr. Winant. I will read it, siz 

No agreement shall be entered into by the United States limiting total United 
States consumption of any material unless such agreement authorizes domestic 
users in the United States to purchase the quantity of such material allocated 
to other countries participating in the IMC and not used by any such partici- 
pating country. 

Senator Martone. So that gave you leeway to get the money any 
place you could get it that had not been specifically prohibited by 
Congress. I am very happy to get your ideas. 

Mr. Wrinanvt. That is putting it a little differently than I would. 

Senator Martone. I am glad to have it in the record. I think it is 
a wonderful thing. 

Mr. Winanvt. We felt we were duty bound to continue the Interna- 
tional Materials Conference. 

Senator Matonr. I know you did. You felt you were duty bound 
to continue the ITO, too. 

Mr. Winant. No, sir, we did not. 

Senator, may I say—and my recollection is fairly clear on this— 
that I never heard of the IMC connection with ITO until it came up 
in Congress. 

Senator Martone. I do not believe you ever did, because it is very 
clear in the testimony here that the work of these trick alphabetical 
organizations and commissions is kept isolated, and the man work- 
ing on one rarely understands what the other one is doing or its ef- 
fect, but somebody does. We are trying to trace this thing through 
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and see what kind of an outfit it comes from. It does not make sense 
to you, undoubtedly, after hearing this testimony and these memos, 
but some body “ directing it. 

Mr. Winanrt. We thought we were directing the — sir. Ia 
talking about ies operations, not the organization of it, but— 

Senator Martone. I am telling you I think you did, vate probab! 
did a fine job with the orders you had, but you had no idea what t] 
others were doing. You were doing a fine job. I am certain that y. 
were trying to do a good job on any committee or commission 
which you might serve. 

Mr. Winant. Thank you. 

Senator Matone. There is no indication in the hearings here that 
you have done anything you should not do, but we are trying to find 
out how these things are organized, what motivates them, and who 
motivates them. I think we are doing all right. I think you a 
very clear that you did not understand an vihian about what the rest 
of them w ere doing or the effect of it. 

Mr. Winanv. In the operation, sir, there was an interagency eer, 
and frankly, with due respect to the State Department, they did 1 
have a controlling voice in those interagenc y meetings. Tt was nani 
the National Production Author ity and DPA. Of course, we had the 
responsibility of directing it. I would say Defense came in very 
strongly, too. 

Senator Martone. You just heard me read a part of the state- 
ment—— 

Mr. Winanr. Of the staff, you mean ? 

Senator Matone. Of Mr. Getzin and Mr. Wilson, and Mr. Wilson 
made his subsequent to Mr. Getzin, and it paralleled it exactly. 

Mr. Morton. Senator, may I comment on that point ? 

Senator Matone. I would like you to, Mr. Morton. 

Mr. Morton. The portion which you read, that— 
Proposals should be made to other interested governments for the creation of a 
number of standing international commodity groups, representing the govern- 
ments of producing and consuming governments throughout the free world 
and so forth, is a quotation from Mr. Getzin’s speech. 

Senator Mavone. Is it accurate? 

Mr. Morton. It is an accurate quotation of an agreed communique 
issued by three governments, and that was the policy guide which 
guided Mr. Getzin in his speech, and unquestionably Mr. Wilson. 

Senator Martone. That is right. Did you read further? We will 
withdraw the submission for the record if you would like to read it 
all. Ijust wanted to save time. 

Mr. Morton. There are two paragraphs that you quoted from 
which are not Mr. Getzin’s language, but which he in turn quoted 
from an agreed communique. 

Senator Matonr. That is good. Mr. Wilson quoted the same thing. 

Mr. Morron. Yes, sir. 

Senator Martone. You can go right on through, and if I am forced to 
read it all, I will. I am trying to put the facts in the record. The 
State Department agrees to ‘these things, advocates them to start with 
with other governments and agrees to it, and then the other commit- 
tees and commissions are ouided by it. 

Mr. Morton. I have no quarrel with that. 
Senator Matone. That isall 1 want you to say. 
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Mr. Morton. The point I am trying to make, sir, is that this was 
an agreed position of the United States Government. I don’t say that 
was right or wrong. I am not arguing that. I do say that it is not 
Mr. Getzin as an individual guiding the policy, because that was a 
] nior officer in the Department following the policy. 
Senator MALoNnr. if re have not yet gat! hered the intention of 

: committee and what the committee is trying to do, it is trying to 

| where the policies come from. It was denied by those three 
n there that they have anything to do with it whatever, but always 
when you dig far enough you find one of them there. 

Then our State Department has made an agreement with other 
nations which they advocate, to start with. I am not saying it is 
r or wrong. ‘Then these other committees are bound by it and 
* ive ania to do with it whatever. 

Mr. Mor TON, Th: it is right, sir, but this policy Was made ata much 

cher level than is represented by these three officers here. 

Senator Mavone. Just like the letter that was written at the high 

vel to the chairman of this committee, and the signer of the letter 
never saw it. That is the way it is done. 

Mr. Morton. I sign more letters, I suspect, for the Secretary in my 
position—— 
~ Senator Matonr. Did you sign that one for him? 

Mr. Morton. Mr. Lourie signed that letter. 

Senator Matonr. That is right, but he did not write it and did not 
even know what it meant. This is exactly the way these policies 
have been formed for 20 years. The evidence shows that, and your 
own statement shows it. In other words, the State Department 
cooked up the IMC; and we have already established the fact, con- 
trary to the first testimony Mr. Armstrong gave, that the ITO had 
full ‘authority, if it had been approved, to do exac tly what the IMC 

lly did. The IMC, of course, would never have been organized 

2 you had had the ITO, which Congress refused to approve. Then 

hen they refused to approve it, you organized IMC. It took an extra 

day to prove Mr. Armstrong had not testified to the facts. It is clear 

that he did not testify to the facts. He testified, contrary to the facts 

that ITO could not do what IMC was organized to do. That obvi- 
ously is not the fact. 

So now when IMC is organized by the State Department, the State 
Department advocates certain things and agrees with certain govern- 
ments, and it is brought back, and Mr. Wilson had no choice, of course, 
but to goalong withit. That is all you have said. 

Mr. Morton. Yes, sir. The only point that I make is that the deei- 
sion to form the IMC was a decision which had high-level participa- 
tion. I think it was a Presidential decision, if my memory is correct. 

Senator Matonr. Yes, and ITO had high-level approval. 

Mr. Morron. Yes, sir. 

Senator Martone. But it did not have approval as high as the Con- 
gress of the United States. 

Mr. Morton. No, sir. 

Senator Matong. So when it could not be organized to handle a 
shortage—if I have to read that to you again, I will find it again— 
then you organized the IMC. You were not there. If I were in your 
position, I would not even defend it, that is to say, that it was not 
organized because you lost the ITO, because you were not there and 
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you are not responsible for it. If you want to take the responsibility, 
that is all right with the chairman. 
Mr. Morton. I am not injecting myself into that phase of it, sir, 
l am merely trying to say that the deci ision to go into the IMC, whether 
or not ITO could have done it if it had been adopted, is not in this 
situation- 
Senator Martone. Yes, it was; because it was testified by Mr. Arm 
strong that they could not. 
Mr. Morron. It was his opinion that they could not. 
Senator Matoner. It was not his opinion. He said they could not, 
He did not offer it as an opinion. If he had, it would have been a litt 
bit different. He said they could not do it. 
Mr. Morron. The only point I am trying to make, sir, is oe the 


IMC was decided upon, right or wrong, and these men had thei * in- 


structions, insofar as their duties were involved, to go ahead. “T his iS 
the policy. This is what we are going todo. Get going and carry it 
out.” 


Senator Martone. That is all right, but we do not know yet where 
the suggestion came from. I donot know where the suggestion of the 
letter to me came from that Don Lourie signed. I have no idea where 
the suggestion came from. ] may have an idea, but it certainly was 
not from Don Lourie. 

You are not very far, if you will do a little investigating, from where 
a lot of these ideas originate. Whether they actually originate there 
or not, I am not convinced. I do not know. But we would like to 
follow back far enough to be sure, and I believe we have enough evi 
dence now to do it. If we go back to Harry Dexter White’s letter, it 
advocates this very thing. Maybe we can go even further than that 
before we get through. 

So when you come to the top level, who writes the letter that the 
top-level man signs? We would like to find out some of these things 
as we know from the evidence that the IMC was organized through 
eer suggestion in the State Department following the failure of 

he ITO. We know it came from a high level, just like the letter to 
the Chair came from a high level. We would like to know who sug- 
vested it to the high level. 

Then when these agreements are made with foreign nations after 
the State Department has organized this organization and has gotten 
the nations together and agreed on it, they have tied the hands of 
man like Wilson. He had to say what he said, of course. 

Mr. Fleischmann said in the same hearing, March 21, 1952, relative 
to the Wilson speech which was the same as Getzin’s: 

Mr. FLEISCHMANN. Before I start on what I think may be 


a humdrum 
presentation after this sparkling exposition we have just enjoyed— 


I] suppose it was one of the Senators he was referring to— 


let me say what I am going to read is Mr. Wilson’s own statement. It was not 
prepared by me. He prepared it personally and it is his own conviction, 


and 
he has asked me to say that to the committee. 


Just what you have said now, that you wrote the letter that Mr. Don 
Lourie signed. [Reading: ] 

Senator Dirksen. Now, I see in the last page of the statement of Mr. Wilson, 
this observation: 


“The function and purpose of IMC is to meet this emergency need. When 
the emergency and the need end, IMC will end.” 
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Now, the reason I am curious about that is because Mr. Getzin of the Office 
of Nonferrous Materials Policy in the State Department, addressed the American 
Institute of Mining Engineers in New York last month. In the course of that 
speech, he said: 

“If the allocation work of the IMC is judged successful by participating coun- 
tries, there is no reason why more ambitious programs relating to conservation, 
development and price ceilings should not be considered.” 

It seems that when an investigation of some kind starts is when we 
have this change of heart. 

Mr. Morton. May I at this point add this, and I quote the imme- 
diately following sentence from Mr. Getzin’s speech : 

On the other hand it should be remembered that the IMC was created when 
shortages and rapidly rising raw materials prices were threatening to jeopardize 
defense production and the struggle against inflation. When these objectives 
are no longer threatened by material shortages the need for allocation will no 
longer exist, and free markets should again prevail. 

Senator Matonr. Now we have the United Nations organization 
coming forth with a report. Let me say to you, Mr. Morton, that I 
have the highest regard for you. That was not the only purpose of 

:IMC. You remember the “entitlements for consumption” that re- 
ee in a shortage in this country. You remember the stockpile 
withdrawals and diversions. They are a scandal. We have had 
several Government officials, previously, but we always talk to them 
ahead of time and then bring them in and let them start from scratch 
to do the right thing. 

We have a new administration. But if you insist, after several ap- 
pearances, in carrying these things out, it could be different. The his- 
tory of IMC, the history of ITO, and the testimony of Thorp and 
Acheson, all make sense only when correlated with what happened 
with England’s breaking the market here and bringing their stockpile 
to a point where it could break the market and did break it, and the 
United States becoming dependent on foreign nations for the things 
it cannot fight without. 

The testimony before this committee is clear that we have become 
dependent on foreign nations across one or both of the major oceans 
for materials that we cannot fight without, and this committee is trying 
to find out how come every one of these trick organizations for 21 
years—Mr. Winant does an honest job, what he is cut out to do, but he 
is not told what the others are doing and what the ultimate effect is 
going to be. The ultimate effect has been to shut down industries in 
the United States of America that are important in wartime. 

Finally, we are going to add this thing up, and we will see who is 
on what side, Mr. Secret: iry. 

Mr. Morton. Senator, f would like to make my position absolutely 
clear. 

Senator Matonr. What is it? 

Mr. Morton. I am certainly not qualified to argue with a person 
who has developed all the information that you have developed on 
this subject. I hold no brief for the inception or the operation of 
the IMC. I am not qualified on that subject in any sense. I merely 
want to point out that at the highest level, I think perhaps in a meet- 
ing or an exchange of some kind between the then British Govern- 
ment and the President of the United States, this IMC was born. 
These men in the Department are asked to help in its formation and 
do that for which they are responsible in its formation. 
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Senator Martone. That is right. We are very courteous to Mr 
Winant, and think he has done a good job according to his lights and 
what he was told to do. He was even able to find the money after a 
Congressional committee of Senators said that the money was not to 
be used for that purpose, but they did not go far enough and say that 
no money was to be used, so they found it. 

There is no human being who will stand here and tell this com- 
mittee—you won’t, certainly—that when an Appropriations Com- 
mittee says money shall not be used for that purpose they meant it 
should be continued. That is not what they meant. If you want to 
hear the Senators say it, I will invite some of the Senators in to tell 
you. Anybody knows that. They just made the mistake of not mak- 
ing the statement broad enough, so you were able to evade it. 

Try that in a private outfit sometime, and see how far you get. 
Movbe von know about that already. 

We will see how the evidence adds up, but I think the evidence 
that vou vourself have helped put in here for the last 5 days will show 
that the State Department was the instigator of the IMC. Certainly 
it is well known it was instigated after the failure of the ITO, whicl 
Congress turned down. It certainly has been proved here, regardless 
of first testimony, that the ITO was designed to do exactly what the 
IMC is doine, and many other things. Certainlv if you can finance 
something after a Senate committee says you shall not do it, it shows 
the State Department will go to any length to evade what Congress 
wants done. This ocenrred and would be continuing under the In- 
ternational Materials Conference, except that there was so much op- 
position to its operation. Now we have the picture in front of us 
that it will be temporarily discontinued, but something else will come, 
even bigger than it, to do the same thing. 

We are not trying to prove anybody wrong. This committee does 
not want to hurt Mr. Winant or hurt you or anvbody, but it does 
want some straight testimony and some straight thinking. When you 
see, as yon must, Mr. Secretarv, that the State Department did insti- 
gate the IMC, that the State Department did make these agreements 
and Mr. Getzin made a speech, then Mr. Wilson was hound by it. 
Perhaps if he had not made the speech, Wilson would have had to 
make his anyway. It was simply that you had already tied his hands 
with these agreements. 

With all of these agreements made with the trick organizations, 
branches coming out of the State Department and other places, they 
all have an objective. That is what this committee is concerned with, 
the objective. If you do not know what the objective is yet, I will 
not say that we have decided what the obiective is, but I think we are 
getting close to it, starting with the White letters. 

Certainly I would advise you to read this testimony when you get 
an opportunity to. You can read this testimony any time, and what- 
ever we publish and whatever recommendations we make will be in 
your hands. 

The objective is to make us dependent for things we cannot fight 
without, on foreign nationss across a major ocean, over transportation 
lines you cannot keep open. 

T will not say that definitely now, but General Wedemeyer, General 
Fellers, and General Johnson, have all testified that it is very prob 
lematical that you can get anything across a major ocean in the next 
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war. If you are a party to that plan, the objective being to make us 
dependent on these offshore areas by taking us off a civilian economy 
and keeping us on a war economy, | do not think you want to be con- 
nected with that. I really don’t. 

Mr. Morton. As I have said, I don’t intend to argue the merits or 
the demerits of the IMC, because I certainly don’t have your intimate 
knowledge of it. I would like to point out that the IMC, insofar as 
this administration is concerned, is dead. 

Senator Martone, Yes. So is the ITO, as far as this administra- 
tion is concerned—unless it is revived. I just want to point out to 
you the principle you are operating on, and you still have the men 

ith you who brought it along. It can be rivived. None of it is dead 
yet. You only kill ‘the thing that the public sees. You are where you 
can find out. Everything is available to you if you just pick it up and 
goahead. There is one way that the State Department could not con- 
tinue these things. It is the testimony of Willard Thorp and the 
testimony of Acheson before many committees of the Congress that 
the domestic economy is tied to the foreign policy, that they all have 
togotogether. I donot have at the moment a copy of their testimony. 
You can take it from me that that is what they testified to. 

The Constitution of the United States separates the national econ- 
omy from the foreign policy. It does it in article I, section 8, where 
it says specifically that the Congress of the United States shall regu- 
late foreign commerce. It says specifically that the legislative branch, 
the Congress of the United States, shall set the duties, imposts, and 
excises, which we call tariffs. Is that true? 

Mr. Morton. Yes, sir. 

Senator Martone. Then the transfer to the Executive, which has 
meant the State Department, of that constitutional responsibility of 
Congress has laid the foundation for all this material. Do you under- 
stand that? 

Mr. Morton. I understand that the Congress has transferred to the 
hands of the Executive—— 

Senator Matone. Its constitutional a to regulate com- 
merce and to set the duties, imposts, and excises That is in the State 
Department, where you are. Therefore, contrary to the Constitution 
of the United States, that tied the domestic economy to the foreign 
policy. Would you agree to that? 

Mr. Morton. It increased the relationship between the domestic 

conomy and foreign economic policy, I would say. It is more foreign 
pole y than our economic policy. 

Senator Matone. Which you are not intended to have anything 
to do with, according to the Constitution of the United States. You 
are supposed to have the regulation of foreign policy, which you 

should have, and keep it separated from the legislative branch. But 

you have taken over the prerogatives of the Congress through a con- 
gressional act. That is the foundation of GATT, the General Agree- 
ment on Tariffs and Trade; that is the foundation of the Inter- 
national Trade Organization; that is the foundation of the Inter- 
national Materials Sewn rence; and that is the foundation for all 
this testimony and the outgrowth of these trick organizations that 
are over there trading one industry for another. 

You have the full power to remake, and have remade for 21 years, 
the industrial map of the United States of America. You would 
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agree to that, would you not? In other words, through an agree 
ment you can destroy an industry in the United States of America 
for some advantage that you think is of paramount importance to 
the national policy. Do you agree you can co that ? 

Mr. Morron. Theoretically, yes, sir. Theoretically, I suppose So, 
There are safeguards— 

Senator Martone. That is very good for a State Department official, 
I think we will leave it at that. That is about as far as I have ever 
heard one of you go. I don’t expect you to go any further. 

Mr. Morron. I would like to speak as a former Member of Congress, 
The Congress, I understand, has the final voice in this, and will act 
on it between now and adjournment of Congress. 

Senator Matone. Congress has no final voice in anything as it now 
stands. Your report which I read to you the other day said just that. 

Mr. Morton. You don’t have to extend the 1934 act. 

Senator Martone. Are you against the extension still ? 

Mr. Morton. Am I against the extension / 

Senator Manone. Yes, sir. 

Mr. Morron. No. 

Senator Matone. You want it, since you are in the State Depart 
ment, to stay the way it is, do you? 

Mr. Morton. My voting record is clear, sir. I voted for it. 

Senator Martone. The cost of the IMC in 1951 was paid by the 
State Department, was it not? 

Mr. Winant. Yes. 

Senator Matonr. Do you know how much it was in 1951? 

Mr. Winant. I have a figure here. 

Senator Martone. And what part of it was paid by the United 
States / 

Mr. Wrnant. All of it in fiscal 1951. There were 3 months involved, 
and the United States paid it on the basis of being the host govern- 
ment, I believe. 

Senator Martone. They paid it all in 1951? 

Mr. Winant. Yes, sir. 

I would like to point out one thing that came to light. It added up 
to $61,000, if I remember rightly. No, it was sixty-five thousand-odd 
dollars. These figures I have gotten from State. 

Senator Martone. You paid it all in 1951? 

Mr. Winant. Yes, sir. Of that $65,000, there is an odd wrinkle 
to it—— 

Senator Matonr. How many attended the conference here in the 
United States at that time? How many nations were represented ¢ 

Mr. Wrnanvt. There was a total of 28, sir. 

Senator Matonr. Who actually attended here? 

Mr. Wrnant. Yes. 

Senator Matonr. And you were the host ? 

Mr. Wrnant. Yes. 

Senator Martone. You invited them to come? 

Mr. Winant. Yes. 

Senator Martone. And were the instigator of the International 
Materials Conference, and paid the bill? 

Mr. Wrnant. Well, the three Governments invited them. 

Senator Matonre. What were the other two? 

Mr. Winant. The United States, the United Kingdom, and France. 
I did want to make one observation 
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Senator Matonr. But we paid the bill? 
Mr. Winant. We paid the bill through June 30 of that first year; 


yes, sir. 


Senator Martone. We paid the bill in fiscal 1951 when it was really 
organized ? 

Mr. Winant. Yes, but may I add one point to it ? 

Senator Matonr. Wait a minute. Would you answer one question ? 
Was that the time that the IMC was really organized ? 

Mr. Wrnant. Yes, sir. 

Senator Martone. We paid the bill? 

Mr. Wrnant. That is right. 

Senator Martone. And invited the nations here for the conference ? 

Mr. Winant. We and the other two nations invited them. 

Senator Martone. The United Kingdom and France # 

Mr. Wrinant. Yes. 

Senator Matone. But they did not participate in the payment ? 

Mr. Wrnant. Yes, they contributed some, too; yes, sir. I don’t 
know what they contributed. 

Senator Martone. I thought you said we paid the entire bill. 

Mr. Wrnanv. I beg your pardon. I should qualify that by saying 
that these other countries—the United Kingdom and France—had 
contributed some personnel to the secretariat in that first period. 

Senator Matonr. Some personnel, but no money? 

Mr. Winant. No money; no. 

Senator Martone. Of course, you are perfectly aware of the billions 
of dollars that we had previously given those countries, so they prob- 
ably did not lose any money. 

Mr. Wrnanr. May I make one point on that initial $65,000. There 
isa sort of funny wrinkle. I think $40,000 to $50,000 went for furni- 
ture and equipment which Uncle Sam now has. In other words, a 
good deal of it was outlay for equipment. 

Senator Martone. Is it in storage or being used ? 

Mr. Winanvt. I don’t know, sir. It was returned. 

Senator Martone. You bought furniture for the IMC ? 

Mr. Wrinant. And it was charged to the IMC account. 

Senator Matonr. You did buy the furniture, about $50,000 or 
$60,000 worth, forthe IMC? 

Mr. Winant. Yes, sir; that is right. 

Senator Maronr. It seems a little queer that you would buy that 
much furniture for a very temporary organization. 

Mr. Winant. I think at that time they were building up various 
emergency agencies. Defense Production had just gotten going a 
little before that. National Production Authority was going. There 
was a shortage of desks around, with that sudden upsurge in personnel. 

Senator Matonr. Yes. In other words 

Mr. Wrinant. It was about $50,000 in furniture. 

Senator Martone. About $50,000 for furniture. We did not buy any 
buildings, did we? —— 

Mr. Wrnanrt. No, sir. 

Senator Martone. Where was the conference held ? 

Mr. Winant. That initial 4 months’ period, it was over in the Inter- 
national Conference Division of the Sti ite Department, Pennsylvania 
Avenue across from the Roger Smith Hotel. 

Senator Marone. It was a State Department setup, was it ? 
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Mr. Wrnant. Yes. Beginning July 1 the IMC set up its own budget 
arrangement and moved to the Cafritz Building. 

Senator Matone. Then when Congress, the Appropriations Com. 
mittee, cut off the budget, you then financed it as you have already 
explained. 

Mr. Winant. Yes. 

Senator Matong. So you could continue it, regardless of congres- 
sional action. 

Mr. WinaAnt. We thought we were doing the right thing, Senator. 

Senator Marone. No doubt you did. You thought you were doing 
the right thing when you first organized it, did you not ? 

Mr. Winant. Yes. When I] first heard of it 

Senator Martone. You did not agree with Congress? 

Mr. Winant. On that score, sir, it seems that Congress had a divided 
opinion onthe IMC. That isall we could get. 

Senator Martone. We have a divided opinion on many things, but we 
takea vote. You have heard of our taking a vote in Congress. Proba- 
bly they took a vote in the Appropriations Committee. When a deci- 
sion comes out of the Appropriations Committee and it passes the 
Senate, do you take a minority member of the Senate and ask him if 
he thinks it ought to be financed in another way? Don’t you take the 
advice of the Senate on appropriations? 

Mr. Winant. Yes, sir; i would. All I can repeat there, sir, is that 


we gathered you didn’t want the State Department in the act, so to 
speak. 

Senator Martone. The Appropriations Committee has gotten mad 
enough at different times that it specifies a person shall not be paid 


out of a certain appropriation. Would you take that to mean you 
should transfer him to another department and put him on the payroll 
there? 

Mr. Wrnant. I would have someone really examine that. From the 

way you have given it to me, I would agree he should not continue, but 
I would have to have perhaps some better author ity on that. 

Senator Martone. Yes; you would have to have an attorney decide if 
you could fire him there and hire him in another department and keep 
your man on. 

Mr. Winant. Let me just say, Senator, that I am speaking per- 
sonally, and I feel I have somewhat a custodianship here. I wasn’t the 
only man in it by long odds. I was about midway. 

Senator Martone. You influenced it? 

Mr. Wrnant. I had some influence. 

Senator Martone. You influenced it and you agree to it? 

Mr. Wrnant. Yes, sir. 

Senator Matonr. That the way to do this was to carry on, regard- 
less of congressional action ? 

Mr. Winant. No. Let me say this: I would never run around 
Congress. 

Senator Martone. You did run around Congress. 

Mr. Wrnant. We didn’t think we did. 

Senator Martone. You agree that oftentimes it is done. I have 
never been a member of the Appropriations Committee, but sometimes 
they are so exasperated that they just say that no part of this appro- 

riation shall be used to pay a certain man. You have heard of that, 
hove you not ? 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


Mr. Wrnant. Yes. 

Senator Matonge. What do you do, just transfer him to another 
department and keep on paying him and let him keep on working at 
the same work ¢ 

Mr. Winant. I wouldn’t think so. 

Senator Martone. I wouldn’t either. I think we will let it stand 
at that, because it is a very reasonable statement on your part. 

The only difference it seems to have made is that the State Depart- 
ment still had the idea that they must carry on the ITO work through 
the IMC, and that they would finance it in any way they could possibly 
finance it, which they did. 

Document 27-H will be made an exhibit at this point. 

(The matter referred to is as follows:) 


MarcH 25, 1952. 
Mr. ARMSTRONG: Attached is a comparative statement on United States and 
contributed IMC costs which Mr. Willard will use if necessary in connection with 
budget hearings. Also attached is statement of our basic authorization of 93 
positions. 
We have used United States salary scale in computing cost of positions filled 
or to be filled) by contributed staff. We feel this is best because (1) it presents 
a more accurate comparison of the secretariat contribution and (2) it would be 
difficult to compile and maintain current costs on actual basis from foreign 
governments. 
or comparative purposes we have estimated lapses on contributed staff at 
same percentage as for United States staff. 
If you have any question please call me. 
H. G, Kissicxk. 


Estimated actual expenditures, budget of common expenditures, fiscal year 1952 


Local transportation $154. 5 
TelOD ed ductetncacectnndal — ie aot. 
Cables and postage__._.__--_-__ iieidicendes 900. 
Berita ee ct acccserreccincinteccomnanss . : 49, 000. 00 
Printing and reproduction sao , 918. 42 
Other contingent services___- s ‘ 5, 400. 00 
Sear Re Caan ice esti css sna aaa aenlinenipcmnairnhaclegpinaen , 911. 56 
FE CE eI sists cn enscnsccscnictivimnervesenciipatiiniate anh ghvebaemadtaeh 000. 00 


Tisai celiac a a 502. : 
Balance ‘ : sbdierieeanthied 5, 466. 5 


132, 968. 75 


International Materials Conference, estimated requirements for 1952 and 1953 
fiscal years 


1952 


United Contribu- United Yontribu- 
States cost tion cost States cost tion cost 


Personal services (United States salary scales) $344, 097 $198,270 | $324, 047 $218, 320 
Deduct lapse... 104, 597 66, 176 32, 047 21,845 


196, 475 


Net cost, per annum personnel !___. 239, 500 132,094 | 292, 000 


Overtime | 4,200 | 2, 500 
Contract employees 28, 668 5, 000 
Total, personal services 272, 368 32, 094 | 299, £00 
juipment 9, 000 500 | 
rtainment 132 
ntribution, common operating expenses 11, 500 122, 90 130, 525 


Total cost_. BE aeteh 293, 000 255, 300, 000 327, 000 
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Statement of comparative costs 


$293, 000 
O55 mM) 


1 Does not inelude allowances, ( ‘ses, and other miscellaneous costs 


International Materials Conference, personnel requirements, 1952 


Secretar Talbot 
33. Stenographer Miller 
ts Office 
d statistical supervisor reets 
snalyst Jones 
tions officer Vacant 
I snalyst Manookian 
38. Commodity reports analyst Vacant 
39. Procedure and form analyst Horne 
40. Graphie analyst Holeomt 
41. Statistical assistant Dale 
12. Statistical assistant Greet 
43. Statistical assistant Stahl 
44. Statistical assistant Zepp 
45. Statistical assistant Martin 


See footnotes, p. 261. 


d3 fiscal years 


$15, 000 
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International Materials Conference, personnel requirements, 1952 
years—Continued 


95 fisca 


tinued 


Offies 
Documents coo 


Messenger 

nformation and Registration Secti 

86. Clerk-receptionist 

87. Clerk-receptionist 
Distribution Section 

88. Mail and files supervis« 

89. Mail and files clerk 

90. Mail and files clerk 

91. Clerk machine 

visor 
92. Clerk (machine ¢ 


93. Clerk (machine o 


m 
pe 
h 


' Contributed by United Kir 

? Contributed by France 

§ Contributed by OEEC. 

4 Contributed by Italy 

5 Position to be filled by contributed personnel during 1953 

* Detai’ed from State Department; if replacement necessary, to be 
| 


? Detailed from Department of Agriculture; if replacement ne ry be filled by contributed per- 
sonnel 

§ Position to be filled by contributed personnel 

* Position filled by Maleski Aug. 13 through 24, 1951. 

10 Position not to be filled during 1952 fiseal year 

1! Position filled by Zimmerman from June 27 to Dee 

2 Position filled by Forster fron t. 2+ to No 0, 


ibuted personne! 
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OFFICE OF THF. EXECUTIVE SECRETARY 


Shall perform all functions involved in his capacity as Executive Secretary 
to the International Materials Conference, coordinating activities of the various 
commodity committees, with overall supervision and management of the Secre- 
tariat including substantive and administrative matters. 


Present strength | Incumbent Contributed by— 


} utive secretary alan C,. W. Jeffers United States 
Assistant executive secretary dees ssintedchaataoio .--| J. H. Penson! .-| United Kingdom, 
. | R. Larre? | France 
C. Kelaher .| United States. 
N. Hodgson '._.....| United Kingdom, 
A. Megares? France, 


1 Performi g duo] functions in Tungsten-Molybdenum Committee. 
1 Performing dual funetions in Wool Committee. 


Tentative ceiling: 6. 


PRESS OFFICER 


Shall maintain liaison with press and public, both American and International, 
in matters pertaining to the International Materials Conference. 


Present strength Incumbent 


Contributed by— 


Press officer... . aia i aaa oY 
Special assistant (information) -_. sslaaeinale . M. Stevens! } Do. 
Stenographer. --. o d+ DGVIB...<0 Do, 
Clerk . Corkins_. re Do. 


1 Drafts special report. 


Tentative ceiling: 4. 


TECHNICAL COORDINATOR 


Overall technical supervision of a technical staff required to aid the com- 
modity committees in the execution and attainment of their objectives. 


Present strength | Incumbent Contributed by— 


| | 
Coordinator sanee ; C. J. Nichols ..| United States, 
rechnical assistant -._--- st | R. Luzzatto ‘ Italy. 
Do-_. ; Sea a = ee E. Hoor! - OEEC, 
Do.. ; a ee : ‘ T. N. Tatistcheff OEEC. 
Do... akan i C. F. Howell....- United States. 
Do.. ; wa : A. M. Coll .-| Canada, 
Do . : Vacancy ai a Other.? 
Secretary-.._. D. Lazarus..........| United States. 
Do-. | Vacancy Do, 


1 Performing duties of Secretary, Pulp and Paper Committee. 
? Other than United States. 


Tentative ceiling: 9. 


SECRETARY OF THE COPPER-ZINC-LEAD COMMITTEE 


Responsible for assisting the chairman in conducting committee meetings, aid- 
ing him in the execution and attainment of desired objectives, preparing minutes 
of meetings, maintaining continuity, files, and records of recommendations of 
allocations, and at a policy making level aids in evaluating international alloca- 
tion plans submitted to participating governments for approval, and the imple- 
nieutation thereof, 





Present strength Incumbent | Contributed by— 
Py | 


Secretary _. M. Berger...........| United States. 
Stenographer fale M. Howard 





Tentative ceiling: 2. 
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SECRETARY OF THE MANGANESE-NICKEL-COBALT COMMITTE! 


Responsible for assisting the chairman in conducting committee meetings, 
aiding him in the execution and attainment of desired objectives, prepa: 
minutes of meetings, maintaining continuity, files and records of recommenda 
tions of allocations, and at a policymaking level aids in evaluating international 
allocation plans submitted to participating governments for approval, and the 
implementation thereof. 


Incumbent 


Secretary ( Pier Franee 
Stenographer L. Harri United States 


lentative ceiling: 2 


SECRETARY OF THE TUNGSTEN-MOLYBDENUM COMMITTEE 


Responsible for assisting the chairman in conducting committee meetings, 
aiding him in the execution and attainment of desired objectives, preparing min 
utes of meetings, maintaining continuity, files, and records of recommendations of 
allocations, and at a policymaking level aids in evaluating international alloca 
tions plans submitted to participating governments for approval, and the imple 
mentation thereof, 


1 Secretary t e provided, if Mr. Penson, assistant executive secretary 
dual capacit relinquishe ecretaryship of this Committee 


rentative ceiling 


SECRETARY OF THE COPTON-COTTON LINTERS COMMITTEE 


Responsible for assisting the chairman in conducting committee meetings, aid 
ing him in the execution and attainment of desired objectives, preparing minutes 
of meetings, maintaining continuity, files, and records or recommendations of 
allocations (if and when committee decides to recommend allocations), and at a 
policymaking level aids in evaluating international allocation plans submitted 
to participating governments for approval, and the implementation thereof. 


Present strength Incumbent Contribu 


A. W. Palmer United State Ly 
partment of A 
culture 

R. Hostler United States 


1Mr. Larre, assistant executive secretary (France), and secretary performing dual 
functions It is to be noted that if committee become active, two replacements would be 
necessary. 


Tentative ceilir 


SECRETARY OF THE WOOL COMMITTEE 


Responsible for assisting the chairman in conducting committee meetings, aid 
ing him in the execution and attainment of desired objectives, preparing min 
utes of meetings, maintaining continuity, files, and records of recommendations of 
allocations (if and when committee decides to recommend allocations), and at a 
policymaking level aids in evaluating international allocation plans submitted to 
participating governments for approval, and the implementation thereof. 

Tentative ceiling: 1. 


SECRETARY OF THE PULP-PAPER COMMITTEE 


Responsible for assisting the chairman in conducting committee meetings, 
aiding him in the execution and attainment of desired objectives, preparing min- 
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utes of meetings, maintaining continuity, files, and records of recommendations of 

ocations, and at a policymaking level aids in evaluating international alloea 
tion plans submitted to participating governments for approval, and the im 
plementation thereof, 


rentative ceiling: 1. Mr. Hoor, technical assistant is currently performing 


dual functions, one of which is acting secretary of this committee. ) 


SECRETARY OF THE SULFUR COM MITTEE! 


Responsible for assisting the chairman 


in conducting committee 
iiding him in the execution and 


attainment of desired objectives, preparing 
minutes of meetings, maintaining continuity, files and records of recommenda 
tions of allocations, and at a policymaking level aids in evaluating international 


alloeation plans submitted to participating governments for approval, and the 
implementation thereof 


meetings, 


rentative ceiling 


REPORTS OFFICE 
Responsible for rendering staff assistance and advice 


committee secretary. Responsible for 
data and reports. 


to the chairman and 


collating and coordinating commodity 


Present strengt 


Reports and statistics supe 
Commodity reports analyst 
Do 
cedure and form analyst 
istical assistant 
Do 
Do 
Do 
Do 
iphic analyst 
stical assistant 
0 


Do... 
rentative ceiling: 15 


ADMINISTRATIVE OFFICE 


Assistance to executive secretary in 


administrative management of the con 
ference. 


Direction and counsel with respect to applicable statutes, orders and 
circulars pertaining to regulation and procedures. Preparation of budget and 
provision for fiscal accounting and auditing facilities, control of expenditures, 


financial reporting, ete., covering activities of the conference. Recruit personnel 
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for permanent and temporary staffs, including classification of positions, estab- 
lishment of minimum qualifications, ete. 


| 
Present strength Incumbent Contributed by 


Executive officer - - . a A.J. Ciaffone.......| United States, 
Administrative olficer ; wsecaccasacccc) Ws Gc SIT. «i Do. 
Fiscal officer tat nesinniiiaiaienitiniilainicndiaiecae ' E, Sherman Do. 
Secretary......- at jbtaeksued bi ae A. Kelly sed Do. 


Tentative ceiling. 


DOCUMENTS OFFICE 


Responsible for the reproduction, editing, control, and establishment of distri- 
bution pattern of pertinent documents. 


Present strength | Incumbent Contributed by 


Documents coordinator fan : . Koontz....-.-. United States. 
Assistant documents coordinator . . Coyle IV Do. 
Editorial] assistant oaks : | . R. Thomas Do. 

Do i A. Palmer Do. 
Editoria] clerk wabeew ----| 8. W. Knight. -._-.- Do. 


Tentative ceiling: 5. 


LANGUAGE SERVICES 


Responsible for the translation of specified official documents of the Inter- 
national Materials Conference; supplies interpreting services in specific cases 
as required. 


Present strength Incumbent Contributed by— 


Language services officer (acting) . H. M. Moyens France, 

Interpreter-translator.......- ; - . | E, Chandieux..-.-_- United States.! 
Do.... , E. H. Cru ioe United Kingdom. 
Do. Sdeatieshiuconeeusheveunesdenseaseanseas J. de Vial France. 


Do a , ..| C. Mayeux | Do. 
Do : : g G. Sacra United States.! 
Do ; D. Seleskovitch United Kingdom 
cai abseendciwsnie ED SE Do. 
Do piaediliek¢ moliee Vacancy ...... Other.! 
Bi-lingual stenographer Sone M. B. d’Anjou | United States.! 
Do = chéiphiie ‘ ceil H. Mathel-Tharin Do.! 


1 It is desired that interpreter-translators staff be entirely contributed by other than the United States 
Existing vacancy also be subject to same condition. 


Tentative ceiling: 11. 


STENOGRAPHIC SERVICES 


Responsible for taking and transcribing dictation from officers of the Inter- 
national Materials Conference. 


Present strength Incumbent Contributed by 


Stenographic supervisor...............-- sail iliieta M, Whiting United States. 
Stenographer aiaad Be eocwall B. A. Cunningham.| Do. 
Do... mt wis veiiea dec beaiad ifn | O, Thomas... .- Do. 
Do.. ica ; . i L. Riley ‘. Do. 
Do.. ; : ; ...| A Klingenhagen.._-. Do. 
Do.. 4 ; hic ; aah bad J. O’Connor | Do. 
Do.. 7 L. Avery......-. Do. 
Statistician typist. . ode — =" Vacancy... alk Do, 


Tentative ceiling: 8. 
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GENERAL SERVICES 


Responsible for arrangements of space requirements, office facilities, general 
maintenance and repair of office equipment; procurement and control of all 
supplies, material, and equipment needed by the International Materials Con- 
ference staff. 

Present strength | Incumbent | Contributed by— 


General services officer. __........-- ‘ | EF. E. Shaffner_...._| United States. 
Clerk (order-of-day) .......-- aiid O. Hamrick._._.....} Do. 

Do.. gis ba atiekiidantee . sacesss| Fe PATUGL Do. 
Clerk-typist._.-.. . nina | R. Ott | Do. 
Messenger oil seened J. Davis 





Tentative ceiling: 5. 
INFORMATION AND REGISTRATION 


Responsible for the registration of all participants in the International Mate- 
rials Conference; maintenance of register; issuance of lists of miscellaneous 
information to participants. 


Present strength Incumbeit | Contributed by— 


Information-registration officer G. Hanley United States. 
Chasity tt. .cc0cdsccanccnnccnccsuceccesasccoscecessssnone<s Vacancy - . Do. 








Tentative ceiling: 2. 
DISTRIBUTION 
Responsible for physical distribution of all documents issued by the Inter- 


national Materials Conference; operation of central mail control system; routing 
and distributivn of all incoming communications. 





| 
Present strength Incumbent Contributed by— 


Mail-file supervisor lJ McBride. -. United States. 
Mail-file clerk | W. Balton 

| J. Bell 

i 


Tentative ceiling: 3. 





REPRODUCTION 


Responsible for the reproduction by means of mimeograph of reports, memo- 
randa and various other documents for the International Materials Conference. 





Present strength | Incumbent | Contributed by— 


| 
J. Bailey United States. 
C. Harvey 
N. Stewart 


Tentative ceiling: 3. 
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Senator Matonr. We have an undated document here, 11—C for 
identification purposes, a memo, apparently a typed form letter: 


The Secretary of State presents his compliments to His Excellency the Am- 
bassador of 


it could go to any nation. The last paragraph on page 1 said: 
’ . ‘ z 


or the current fiscal year ending June 30, 1952, the United States Gove: 
ment is willing to continue an arrangement whereby it furnishes a major portir 
of the personnel and the bulk of the equipment. In doing this, it wishes it 
understood that such an arrangement is without prejudice to financial arrangs 
ments for subsequent periods. However, inasmuch as the United States h: 
been furnishing approximately 80 percent of the staff, it seems appropriat: 
that other participating governments detail additional qualified staff as soon as 
possible in order that there will be a broader sharing of personnel requirements 
The central group of the Conference has expressed its endorsement of 
Sucvestion 

* + a * - * * 

The estimates for the first fiscal year total $132,250 for expenses, exclusive of 
personal services and equipment. 

Have you any idea how much personnel or how many men consti 
tuted 80 percent of the personnel working on this matter in the year 
1951? 

Mr. Winant. When it was going at full speed, if I might describe 
it that way, there were some eighty-odd people in total. If we sup 
plied 80 percent, we had, say, 64. If I remember right, we had 57. 
That figure suddenly comes to my mind. 

Senator Matonr. What would the salaries range for that type of 
men ¢ 

Mr. Wrnant. I think about an average of $5,000. There were a 
good many secretaries, girls, and so forth. 

Senator Martone. About $300,000 a year was represented there. 

Mr. Winant. I was a little high on that, sir. 

Senator Martone. February 29, 1952, an estimate of personnel, re 
vised March 20, 1952, which shows the total tentative ceiling of per 
sonnel is 85, of which 65 were employed by the United States. So we 
can take it that it was about 80 percent. 

Mr. Winanrt. Yes. 

Senator Martone. All right. 

From the last paragraph from page 3 of this memo, which evidently 
was a form letter which went out to the Ambassadors of the foreign 
nations that were a part of the IMC: 

The cost of a unit has been set at $1,437.50. The Government of 
still a form letter 
being a participant in— 
whatever commodity committees, there is a blank for the kind of 
commodity— 


(and the central group), would pay on the basis of units or $ for 
the period ending June 30, 1952. It will be appreciated if the Government of 
_- will make payment to the Treasurer of the United States, Care of Secre 
tary of State, United States Department of State, Washington 25, D. C., at its 
early convenience, and if possible by November 10, 1951. 

Accept, Excellency, the renewed assurances of my highest consideration. 


I will make this Document No. 11-C, an exhibit. 
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(The matter referred to is as follows :) 


The Secretary of State presents his compliments to His Excellency the Am- 
bassador of and has the honor to refer to the invitations to participate in 
the International Materials Conference which were issued by the United States 
on behalf of the Governments of the United Kingdom and France, as well as 

n its own behalf. At the time of issuance of these invitations, it was indicated 
that the United States would serve as host to the Conference, and would pro- 
vide physical facilities and furnish most of the personnel required to assist in 
the initial period of Conference activity. It was further indicated to the gov- 
ernments which were invited, however, that it was expected that the secretariat 
for the Conference would be contributed by the participating governments for 
the later periods. 

It is now apparent that the Conference may be in session for some time, more 
permanent quarters have been provided, and requirements for staff and supplies 
are better known. It has therefore been recommended by the central group of 
the Conference that steps should be taken for the sharing of some of the cosis 
by other participating governments. 

For the current fiscal year ending June 30, 1952, the United States Govern- 
ment is willing to continue an arrangement whereby it furnishes a major portion 
of the personnel and the bulk of the equipment. In doing this, it wishes it under- 
stood that such an arrangement is without prejudice to financial arrangements 
for subsequent periods. However, inasmuch as the United States has been fur- 

shing approximately SO percent of the staff, it seems appropriate that other 
participating governments detail additional qualified staff as soon as possible 

order that there will be a broader sharing of personnel requirements. ‘The 
central group of the Conference has expressed its endorsement of this suggestion. 

The central group of the Conference has further recommended that expenses 
ther than personnel and equipment costs should be shared by all of the Confer- 
ence participants on a unit basis dependent upon the number of committees in 
which they participate. The United States Government has been asked by the 
central group to approach the participating governments upon this basis, and is 
consequently now prepared to inform the participating governments of their 
recommended shares for these common expenses for the fistcal year ending June 
30, 1952. 

[It is proposed to handle this matter as follows. Regular United States Gov- 
ernment fiscal procedures and facilities will continue to be utilized, thus elim- 
nating the necessity for an international fund with the comlexities of adminis- 
tration and control which this might involve. It is understood that the execu- 
tive secretary of the Conference will, of course, make proper accounting for all 
funds, and will report to the central group the uses to which the funds have been 
put. These commonly shared expense disbursements will be made in accordance 

ith the budget originally drawn up by the executive secretary and subsequently 
revised and concurred in by the central group. The executive secretary has 
given assurances that these expenses will be limited to the minimum required for 
efficient operation. If the actual expenses of the Conference in this category are 
less than the amount assessed, it is understood that the proper proportion of the 
assessments paid by governments will be credited against future payments, or, if 
the Conference terminates, returned. 

The estimates for the first fiscal year total $182,250 for expenses, exclusive of 
personal services and equipment. A listing of these expenses by budget cate- 
gory, as concurred in by the central group, is attached for your information. 
Under the current assessment plan, there will be 92 units, each one representing 
participation in a commodity committee or the central group. The cost of a 
unit has been set at $1,487.50. The Government of , being a participant 
in —-——— commodity committees [and the central group], would pay on the basis 
of ——— units or $ for the period ending June 30, 1952. It will be ap- 
preciated if the Government of will make payment to the Treasurer of the 
United States, Care of Secretary of State, United States Department of State, 
Washington 25, D. C., at its early convenience, and if possible by November 10, 
1951. 

Accept, Excellency, the renewed assurances of my highest consideration. 


Senator Martone. In other words, every communication that has 
come into our hands points to the fact that the spearhead was the 
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State Department of the United States in the organization of IMC. 
If you can gather any other explanation of it, it would be very help- 
ful to the committee if you sel make your conclusion known. 

Mr. Wrinanr. I could add on that, sir, only that the State Depart- 
ment has this International Conference Division, and they handle 
various conferences and whatnot from time to time. Not knowing 
how long this conference was to last, it was put over there. That is 
the only explanation I can offer. We in DPA had no such facilities. 

Senator Matonr. I was not referring particularly to where it was 
located here. I was referring to the fact that nobody was interested 
but the State Department in the beginning, and they interested the 
other nations, brought them in, the other nations benefited by it, and 
apparently shorted us in some particulars. It was one item in build- 
ing up their stockpile which was later used to break our markets. 

It will all have to be studied together—the testimony of the stock- 
piling authorities, the testimony of each department, because we are 
finding that same condition to prevail, that no department knew what 
the others were doing, and in most cases they were doing a very good 
job, according to the orders they had. There is no criticism of the 
personnel at all. What we are looking for is the roots of this thing. 
We don’t think you are the root of it at all, Mr. Winant. 

Mr. Wrnant. May I say one thing in passing as to these com- 
modities ? 

Senator Matonr. I have a document which was sent to Mr. Arm- 
strong, from Harold G. Kissick to Mr. Jeffers. 

Is this Mr. Jeffers of the Union Pacific Railroad at that time, by 
any chance? 

Mr. Wrnant. No, sir. It is a Mr. Jeffers out in Korea now. 

Senator Matonr. This Mr. Jeffers is out in Korea ¢ 

Mr. Wrnant. Yes. 

Senator Maronr. What is “IC”? 

Mr. Evans. Division of International Conferences of the State 
Department. 

Senator Martone. The Division of International Conferences of the 
State Department is represented by the letters “IC.” Is it a code? 

Mr. Evans. I suppose it is a code in the same sense that Mr. Morton 
is known as “H.” 

Senator Martone. Mr. Jeffers is with IMC, International Materials 
Conference. 

This document reads in part as follows: 






























RESPONSE TO UNITED STATES Nore or OcroserR 27, 1951, RequestiNe PAYMENT OF 
ASSESSMENTS FOR IMC 







Pursuant to your request at the meeting of the budget group of the Central 
Committee, we have checked the Department’s records and find 17 of the 28 
countries participating in the IMC have not responded to the United States Gov- 
ernment note of October 27, 1951— 










which is probably the undated document already submitted for the 
record. 






The attached tabulation is self-explanatory. 
Your suggestion as to further action will be appreciated. 

Then there are listed the amounts that still remain unpaid and the 
amounts that have been acknowledged. 
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Mr. Wrnant. May I bring that up to date, or perhaps the file shows 
the final result. 

Senator Matonr. What is the final result? 

Mr. Wrnant. Only one country failed to pay in that fiscal year. 

Senator MaLonr. $718.75. You never h: aa ada reply from them ? 

Mr. Wrnant. No, sir. Everybody else paid. 

Senator Martone. You had a reply from France, $11,500; Germany ; 
India; Italy; Japan. Most of these nations are on our payroll very 
liberally that I have just read, are they not? [No response. | 

It looks like the »y had a very good c -ollector on the job if you missed 
only one. 

Apparently this is a form letter, No. 32—H, a collection letter from 

W. Jeffers, executive secretary. Was he executive secretary of the 
IMC, International Materials Conference ? 

Mr. Evans. That is right. 

Senator Matone. We will make that a part of the record at this 
point. 

(Document No. 32-H is made a part of the record at this point :) 

Dear Mr. AMBASSADOR: Permit me to refer to my letter of January 7, 1952 in 
which I called to your attention the fact that your Government had not paid 
the amount due under the assessment plan which had been developed and ap- 


proved by the Central Group of the International Materials Conference. 

You will recall the note which the Department of State of the United States 
forwarded on October 27, 1951, on behalf of the Central Group of the IMC, 
informing your Government of the proposed plan to share certain of the operat- 
ing costs of the Conference during fiscal year 1951-52. 

The financial position of the Conference with regard to common expenditures 
has now become critical in that obligations up to March 31, 1952, are now equal 
to the amounts which have been contributed. At the present moment there are 
insufficient funds to carry the operation through the month of April and there- 
after. This situation has developed as a result of the failure on the part of 
9 of the 28 participating countries to pay their assessed amounts. You will be 
interested to know that obligations to date are well within the original budget 
total. 

May I urge you to present these facts to the appropriate officials in your 
Government and press for payment in the very near future. 

Sincerely yours, 
C. W. JEFFERS, 
Erecutive Secretary. 

Senator Martone. Another memo, relating to the International 
Materials Conference, is simply a letter showing the status of the 
payments, from Mr. Armstrong to Miss McClung. What was Miss 
McClung’s position ? 

Mr. Armstronc. Miss McClung was staff assistant in the Office of 
International Materials Policy. 

Senator Matong. She was working for you two gentlemen ? 

Mr. Armstrone. That is right. 

Senator Martone. Document designated No. 52 is a State Depart- 
ment document. This document was prepared by the Secretariat of 
the International Materials Conference. It clearly shows a similarity 
between the International Materials Conference and chapter 6 of the 
International Trade Organization. Page 1 says: 

At first sight, the viewpoint of the International Materials Conference may 
appear very different from that of the commodity agreements, but closer study 


reveals that the differences are not basic and that the success or failure of 
IMC— 
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International Materials Conference— 


will depend upon its ability to solve such problems as have so far remained 
incapable of solution. 

Mr. Morton, are you familiar with this document No. 52? 

Mr. Morton. No, sir; Iam not. 

Senator Martone. Are you, Mr. Evans? 

Mr. Evans. I have looked at it, sir. I would like to explain what 
it is. 

This is a copy of a memorandum that was written by one of the 
international employees of the Secretariat of the International 
Materials Conference. 

Senator Martone. Of what nationality ? 

Mr. Evans. French. 

Senator Martone. A member of the French delegation; that is to 
say, they contribute him as part of the personnel? 

Mr. Evans. That is correct, yes, sir. This was not a State Depart- 
ment or a United States Government memorandum or document. 

Senator Maronr. “International Distribution of Raw Materials: 
The Economic Aspects.” Did anyone in the State Department confer 
with this man? 

Mr. Evans. Not with respect to this memorandum, no, sir. 

Senator Maronr. It is dated June 7. Who was “VM”? 

Mr. Evans. That is Miss McClung, who has been mentioned. 

Senator Matonr. “WCA”? 

Mr. Armstrona. Those are my initials. 

Senator Matone. There is a notation there by you that— 

I have to comment on this by June 7. It was written by a member of the Inter- 
national Materials Conference Secretariat. 
Initialed by Mr. Armstrong. 

What do you have to say about the document, Mr. Armstrong? 

Mr. Armsrrona. Senator, as I recall it, the author wrote this 
entirely on his personal initiative. It was not an official document 
of the Secretariat. He asked for personal views on the matter. 

Senator Martone. Did you comment on it? 

Mr. Armstrong. My comment, as I recall it, was to the effect that 
the attempted relationship here between IMC and commodity-stabili- 
zation agreements was not, to niy mind, the right thing. 

Senator Martone. Do you have a copy of your comments at that 
time? 

Mr. Armstronea. I didn’t comment in writing, Senator. The au- 
thor simply dropped over and had a talk. I told him that I thought 
that the IMC should be considered as a temporary emergency organ- 
ization; that it should be abolished as soon as its job was done; and 
that nobody should consider using it as a means of long-term 
stabilization. 

Senator Marone. Perhaps this man was naive enough not to under- 
stand that the idea was to be generated that this had nothing to do 
with ITO or any prior setup. He evidently did not understand it. 

Mr. Armstrona. I told him what was my perfectly honest and 
frank opinion, Senator. 

Senator Martone. You do not have any record of it? 
Mr. Armstrona. No: I don’t have any record of it. 
Senator Martone. What became of this document? 





ined 
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Mr. ArRmstrone. Nothing. It was withdrawn. I think it was 
never circulated any further. 

Mr. WinNAntT. It never came to us at all. 

Senator Matone. In other words, the idea that was generated in 
his mind through these conferences, that there was a direct connection 
between the two, died aborning ¢ 

Mr. Armsrronea. I don’t know what he thought about it. I know 
| told him what I thought about it. 

Senator Martone. I can understand why you would try to discourage 
any written connection between the two, from the testimony we have 
had so far. 

He says in part: 

Because of their failure to find any solution to these problems, the various 
nternational bodies set up after the war to study raw materials achieved no 
substantial results. Apart from the wheat agreement, which remains the main 
monument to these efforts, the various study groups, on such commodities as 
rubber, tin, wool, ete., have produced no results. 

At first sight, the viewpoint of the International Materials Conference may 
appear very different from that of the commodity agreements, but closer study 
reveals that the differences are not basic and that the success or failure of IMC 
will depend upon its ability to solve such problems as have so far remained 
incapable of solution. 

With this situation in mind, it seems desirable briefly to review these problems, 
under two separate heads, according to whether they bear mainly upon the 
question of price or that of trade patterns. 

He seemed to have gotten the real idea of what was going on. 

Senator MaLone. On page 3: 


I. THE PRICE SITUATION AND INTERNATIONAL ALLOCATION 


International allocation appears in a fairly simple light when it applies to a 
material with an unchanging price on the various markets; such is the case, at 
least in this respect, of wool, for which the discrepancies existing between prices 
quoted at Melbourne, Buenos Aires, London, Antwerp, and New York reflect dif- 
ferences in grades, transport costs, or customs duty, but no lasting divergence 
ever appears between quotations from the various countries. In such a case, it 
is theoretically sufficient to determine the quota of each consumer country, with- 
out having to take into account the source of supply. 


Reading further, lower down in the memo: 


In such a case, obviously, the task of the allocating body is complicated by the 
fact that a quota on a low-price country is not comparable to one on a high price 
producer. 

A difficulty of this kind may be solved in three ways: 

(1) The first solution is to bring about an alignment of prices between the 
different producers, through international action to modify the quotations of 
certain countries. 

Such intervention in the home policies of producer countries should be con- 
sidered together with similar action under section III. 

I will not read any further. It is a very obvious document, and it 
appears very obviously to be the conclusion of a man with some per- 
ception as to what was going on at the time. 

The discussion shows very clearly that the International Materials 
Conference was bound to interfere with normal distribution. 

Mr. Evans. Might I comment on that in one respect, Senator? 

Senator Mauone. Yes. 

Mr. Evans. I have read this memorandum and tried to understand 
what it means. It seems to me to be fairly clearly a number of sug- 
gestions that the International Materials Conference should do things 
that it was not doing, and which to my knowledge it never did do. 
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Senator Matoner. Mr. Evans we will let the testimony stand so we 
can study it, but there isn’t very much question in my mind—and I am 
only listener and a questioner to try to bring out what was the ob- 
jective—there is no question but that you did allocate these materials, 
whether it was on the basis of entitlements for consumption or some 
other mysterious formula, and that you did interfere with the distri- 
bution of these materials which, under your organization and under 
your conception of the organization, you were entitled to do. ‘There 
was no use for it if you did not do it. 

Mr. Evans. My point, Senator, was that it was suggested here that 
the International Materials Conference, instead of simply establishing 
allocations of the total quantity for each country should also determine 
from which source each country should receive its quota so as to 
equalize the cost to each country of the material concerned. 

Senator Matonr. Perhaps he was a little ahead of his time. 

Mr. Evans. That the International Materials Conference never 
did do. 

Senator Martone. No, I do not think they have gotten to that yet. 
The International Trade Organization certainly had conceived such 
a plan, and it was in the cards that this organization could do it, if it 
had not been seared out of existence. If it came back into existence, 
it could still do it, under the laws as they now stand, by the State 
Department. 

The international alloc — are directly related to the price of 
materials, and Mr. Getzin in his speech be ‘fore the mining engineers 
intimates that if internat iol allocation were successful, international 
price controls would follow. 

Mr. Grerzin. Did I say that, Senator? 

Senator Martone. I did not say you used those words, but you did 
indicate that. 

That was quite a speech you m: om Mr. Getzin. 

Mr. Gerzin. Yes, I thought so. I had many favorable comments 
on it from a great many people in the mining industry. 

Senator Martone. It was a very good speech. But you do not hear 
the mining industry making any speeches about it now, since they 
are shut down on account of the a te, control idea. 

Mr. Gerzrn. I am very well aware of that, sir, and I have a great 
deal of understanding of their problem, and I have been working with 
some of the members of the industry, talking with them about it. 

Senator MALONE “ hat is your solution of their problem? 

Mr. Gerzin. Sir, don’t think any of us have a final solution. 

Senator Matone. ‘Deo you have any suggestions to make? That 
might be helpful. 

Mr. Gerzin. I am trying to ascertain what the views of the various 
members of the industry are. 

Senator Martone. You do not know? 

Mr. Gerzin. I have talked to a lot of them, yes, sir. 

Senator Matone. Did you ever read any of the resolutions that they 
pass? You do not know what their ideas are. 

Mr. Gerzrn. I know what the view of many of them is. I haven't 
talked to all of them. I have talked with some who seem to have 
divergent views. 

Senator Martone. I think you can generally find one, as you can find 
a Senator, who might not have agreed with the vote on the Senate 
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floor that you were not to use money for the International Materials 
Conference. 

Mr. Getzin. I have talked to Mr. Herres. 

Senator Matonz. Do you think you are following Mr. Herres’ 
advice? 

Mr. Gerzrn. I am not taking any advice at the moment. I am try- 
ing to ascertain the views of everybody without taking a position. 

Senator Matonr. Let me ask you another question: Do you think 
the mining industry or the watch industry or any industry can be 

helped by the procedure of making trade agreements as you have 
done over the past 20 years? 

Mr. Gerzrn. Sir, I am only a specialist on one particular field, and 
that is metals and minerals, in the Department. 

Senator Matone. But you think you are a specialist in the produc- 
tion of minerals and metals? 

Mr. Getzrn. Certainly in the marketing of them, yes. 

Senator Matonr. I certainly would be interested in anything you 
have to say if you will just turn loose and say it. I will give you the 
record. Do you think the trade agreements that have been made on the 
various minerals and metals, like zinc, lead, tungsten, and the rest of 
them, have operated in any way to continue production in this Nation? 

Mr. Getzin. It is my own personal opinion, sir, that the a ade 
agreements program as applied to lead and zine has not really ham- 
pered the development of the industry here, even under the tariff of 
1930 on zine, and that was a very insignificant tariff; and the fact that 
it has been cut 50 percent, I don’t think has had any effect on closing 

down the mines in the country. 

Senator Matonr. I think, Mr. Getzin, you are probably right. We 
had what we might call inflation. When you have a tariff or a duty, 
as the Constitution calls it, of a certain number of cents per pound or 
per unit, and just tc make it simple we will say the tariff might be 5 
cents a pound on a material that costs 20 cents a pound, that would be a 

5 percent tariff; bit if through inflation it costs 60 cents a pound and 
the tariff remained at 5 cents, what would that be? That would be 

4 percent, would it not ? 

Mr. Getzin. That is right. 

Senator Martone. J think you are very right, all the way. There 
are two ways of lowering duties. One is deeagh inflation when it is 

not an ad valorem duty; and the other way is to do it as the State De- 
partment does, without any idea about what the effect is. You do not 
think it helped it any to cut it again, do you? 

Mr. Gerzin. No. On the other hand, I don’t think that the fact that 
the tariff was cut 50 percent actually closed down any mines. I don’t 
know of any that closed down on that particular account. 

Senator MaLone. You just know they are closed ? 

Mr. Getzin. They are closed. There is no question about that. 

Senator Matone. Do you suppose if the 1930 Tariff Act took over, 
if the Congress does not extend the 1934 Trade Agreements Ac t, e illed 
rec iproc: al trade—the two words do not occur in the act, and let’s make 
that clear 

Mr. eaten That is within the prerogative of Congress, of course. 

Senator Matone. Justa minute. 

If they do not extend it and it reverted to the Tariff Commission, 
in agent of Congress, and the President should cancel the trade agree- 
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ments, you see, it does not make any difference as long as the trade 
agreements are in effect, even if it reverts, because it is not in their 
jurisdiction, it has been taken out; but if they are canceled, then it is 
back in their hands, and if they were given the leeway which they had 
at that time, and which was sufficient at that time, to determine the cost 
f production in this country and the cost of production in the chief 
competing country of a like or similar article, which would be lead on 
zine or tungsten, and they could recommend that as the tariff, do you 
think that might have some effect on production / 

Mr. Geran. I think, sir, that if the tariff were put high enough, 
it certainly would, but the reversion of the tariff to the 1930 level of, 
say, 214 cents on lead, is not too strict. 

Senator Matonr. No one has ever said that, Mr. Getzin. When you 
draw those conclusions, the public thinks you know eo about 
what you are talking about, but that is not what the Tariff Act says 
The Tariff Act says that the 214% cents, if it reverted, could be saiaad or 
lowered 50 percent, which would have been enough at the time, no 
doubt: but now, since inflation, is about 3 times—What was the price 
of zinc? It might have been about 10 or 12 cents when the tariff wa 
21, cents. Let’s assume it was 10 cents. 

Mr. Gerzin. Even lower than that. 

Senator Marone. Let’s assume it was 10 cents. That would have 
been about a 30 percent tariff. 

Mr. Gerzin. That is right, on an ad valorem basis; you are quite 
right. 

Senator Martone. Certainly I am quite right. In other words, when 
inflation brings it to, say, 20 cents, and it probably ought to be more 
than that on account of inflation, it probably would be 25 cents; then 
if it was 30 percent that would be 714 cents a pound; would it not? 

Mr. Gerzin. That is right. 

Senator Martone. And that probably would be all right, would it 
not ? 

Mr. Gerzin. I am sure the industry would be delighted if they had 
it today. 

Senator Martone. I am talking about the mining. We would be 
in the mining industry again. Or whatever it would come to on 
the basis of fair and reasonable competition, not $2 a day w ages or 50) 
cents a day wages, whatever they pay where the competition is located, 
as against $12 a day. That is what we are talking about, is it not’ 

Mr. Getzrn. That is right. 

Senator Martone. But you are against that sort of thing ? 

Mr. Gerzin. I didn’t say I was. 

Senator Matone. You didn’t say you were for it, either. You said 
you were groping for a solution, and you have been groping for 
some time. While you have been groping, the watch industry, the 
mineral industry, the precision-instrument industry, the wool indus- 
try, the cattle industry, and about 500 other industries, are very badly 
hurt. Your whole organization has been groping. 

It was a very fine report which our friend made when he was a 
Member of Congress. If we would read a few more of those reports 
and adopt them, I think it would be very helpful, but I am making 
no decision for the committee. I am trying to get this evidence in, 
and I think you helped us now with your comments. 
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Another thing I want to give you for your information—and of 
course all this record is available to you—is that oftentimes the 


entitled i the lowest price he can get; that if he can get commodities 
shipped at a lower pr'ce from foreign countries, the consumer is 
entitled'to them. 

[ want to point out to you that on a Government contract let in the 
lowest price country in the world, Africa—unless it be Japan- on zine 
ind lead, the range in price was greater than we made with the 
domestic producers. Does that sound like they were getting the break, 
r taking what the traffic would bear ? 

Mr. Gerzin. I want to say that we in the State Department have 
nothing to do with the making of the contracts. 

Senator Marone. That is right; you are correct. Here you have a 
purchasing department, you have an International Materi: als Confer- 
ence, you have the State Epceva making t hese trades, and none 
of you knows what the other is doing. That is the evidence you give 
me here. You are all sitting there with a set of orders, operating in- 
dependently, presumably, but the outcome is a loss to the United 
States of America and a dependency on foreign nations across one or 
both major oceans for materials you cannot fight a war without. That 

the result. The result also is that you are moving from a civilian 
economy here to a war economy. That is what this preteen is 
nterested in. You were very helpful in that testimony. 

When you make up your mind what you think is the right thing 


tatement comes out of the State Department that the consumer is 


to do, it would be very h elpful to the committee if you would write us 
alittle memo. How long have you been in the Department ? 

Mr. Gerzin. Since 1948. 

Senator Martone. That is only 7 years. You should have at least 
that much longer to make up your mind what is good for the industry. 

Mr. Getzin, reading from your speech of February 19, 1952—our 
research staff is very small, and when any of you make a statement 

always takes us a little while to catch up with you—under VI, 
Future Scope of Work: 

If the allocation work of the committee is judged successful by participating 


ountries there is no reason why more ambitious programs relating to con- 
servation, development, and prices should nof be considered. 

Mr. Gerzin. If you read on, sir—— 

Senator Matone. That is enough. 

Mr. Gerzrin. I think I made myself very clear in that speech that 
as far as I personally was concerned, and as far as the De ‘partment was 
concerned, we considered the International Materials Conference as a 
temporary organization, and we would be very glad to put it away 
finally. 

Senator MaAtone. Let’s allow the testimony to show for itself how 
with these organizations, one hooks onto another. That is what we are 
trying to put into the record, and I think we are getting it. They are 
financed, regardless of what Congress says. This is only one shining 
example. 

From memo No. 52, with comment from Mr. Armstrong on the 
author’s statement, on page 7 the discussion talks of equitable prices, 
but also suggests that long-term contracts be given producers to com 
pensate them for their sacrifice. 
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I will ask you, Mr. Getzin, if you care to answer that—it might be 
more appropriate to ask Mr. Armstrong—if this would not necessitate 
a commodity agreement to implement the approach? We can recal 
that you are now trying to form a rubber agreement, and we have bee: 
talking about the tin agreement. 

Mr. Armstrone, I haven’t caught the quotation on that page yet. 

Mr. AptrrMan. The last paragraph on page 7. 

Senator MALONE (reading) : 


Further, the determination of a maximum price consequently calls for that of 
a floor price, and in order to take into account the sacrifices at present required 
of sellers, it is natural to give them assurances for the future. This poses the 
question of prices guaranteed over a period of several years 

To take all this into account, the formula for international allocation must b 
progressively complicated in order to incorporate the main features of a com 
modity agreement and even some further clauses. Without casting any doubt 
upon the possibility of concluding such arrangements in certain cases, it appears 
useful to point out the series of problems which logically results from any 
attempt to influence, directly or indirectly, the prices of raw materials. 

The allocation of materials is bound to have an effect on trade channels 
insofar as it substitutes an equitable distribution of available goods for a free- 
market distribution 

This effect is more or less serious according as it— 

(A) Merely modifies the implementation of trade agreements 
(B) Affects existing contracts between producers and consumers. 
(C) Disrupts normal sales and marketing conditions 

International distribution may cause disturbances of two types. On the one 
hand, in limiting the possibilities of exportation from a given country to on 
or more other countries, it can more or less seriously disturb the equilibrium of 
that country’s bilateral agreements. On the other hand, in allocating to an im- 
porter country a quota from a given producer country, it may increase the 
former's shortage of a foreign currency that it may lack 

Lastly, in calling on a producer country to sell part of its production to a 
soft-currency country with which it has entered into a payment agreement, 
it may cause the former to have a financially unprofitable export trade. 

These difficulties are not theoretical, for one of the purposes of international 
distribution is to improve the situation of countries unable to obtain adequate 
supplies through their own efforts. They might even prove to be serious if the 
implementation of allocation schemes results in substantial shifts of supplies 
from soft-currency to hard-currency countries. 

I just ask you if that did not suggest that there would have to be 
some kind of an approach that would guarantee an understanding 
on prices—a sort of cartel arrangement ? 

Mr. Armstrona. If you are interested in a comment from me, sir, I 
never thought that the IMC should seek to establish maximum price 
precisely because of the point that it might lead to producers of the 
countries asking for guaranteed floor prices beyond that, and conse- 
quently it seemed to me—it is my own judgment—better to avoid hav- 
ing anything to do with price in the IMC, simply because it might 
involve you in the point a ide in this paragraph, which I don’t par- 
ticularly like as an idea. 

Senator Maronr. Let me ask you just a simple question. Let’s 
keep it simple. If you interfere at all in normal distribution, do you 
not have to go through then on allocations and prices to make it effec- 
tive. If you interfere at all 

Mr. Armsrrone. If you interfere at all, you will have an impact 
on prices, but I don’t think you necessarily have to go anywhere near 
as far as setting ceilings or floors. 
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Senator MaLone. What would you do in regard to prices if you 
iid, for example, that France should get a certain amount of zinc, 
it the United States should get a certain amount, and tell them 
here they could get it, and some producer held the price up? When 
i, interfere in distribution, do you not then have to interfere in 


eft 


‘Mr. Armsrrona. It seemed to me, sir, that the way the IMC worked 
is that there was what people regarded as necessary interference 
ith distribution, but it was without any major price impact at the 
time, 1951, except that of leveling off prices approximately where 
ey were in the first quarter of 1951. 
Senator MaLone. That sounds nice in theory, but when you start in 
tail to do the job, don’t you have to go both ways, just as this man 
sina very commonsense Way sugge sts? It looks like he had a little 
imonsense, which was probably an unusual commodity around ther 
t that time. 
Mr. ArmstronG. It depends on how long the emergency would re 
reaction. The emergency was over 
Senator Matonr. Was there an emergency on when you suggested 
the International Trade Organization? Was there any emergency 
en 
Mr. ARMsTRONG. Sir, in some people’s minds there may be an emer 
gency almost any time. 
Senator MALone. To that I agree. In some people’s minds we had 
one for 20 years of some kind. It is not very hard to cook up an 
iergency on anything if you have the power to interfere. So | 
ik you have now voiced exactly what happened to us. 
Go ahead with that statement. It is very interesting. 


tht 


Mr. Armstrona. As I understand it, the emergency which faced 

ie world in 1946, at the time the ITO was first talked about, was the 
problem of restoring trade, which had been much disrupted by the 

wr. That, as 1 understand it, was the kind of emergency we faced 
them. 

Senator Matone. You could not possibly have let trade alone and let 
it settle down, could you? You had to keep the water boiling all 


ie time. 
Mr. Armstrone. Sir, my understanding of the ITO is that the chief 
purpose of it was to avoid interfering with trade rather than to 
nterfere with trade. 

Senator Martone. If you can read that pamphlet and get the idea 
that that is what it was, you are an expert. I acknowledge that. 

We have a document here, identified as No. 35, to Mr. Willis Arm- 
strong of the OMP. What isthe OMP? 

Mr. Armstrrone. Office of International Materials Policy 

Senator Martone. Where do you make out the “Internation: al” there 
n“OMP”? 

Mr. Armstrone. The “I” is dropped out. Initials don’t always 
correspond—— 

Senator Matonr. For the purpose of clarity, I suppose. 

Mr. Armsrronc. The initials don’t always correspond to the full 
name of the office, sir. 

Senator Matone. Or to its objective, either, I am beginning to find 
out. 
Selma Freedman—Who was Selma? 
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Mr. ArmstronG. She was in an office called Public Liaison. 

Senator Matonr. Who was she public liaison for ? 

Mr. Armsrrona. This was in the Department of State. 

Senator MaLtonr. Between what departments ? 

Mr. Armstrrona. That was in the Office of the Assistant Secretary 
of State for Public Affairs. 

Senator Matone. She was liaison to you, then, as Office of Inter- 
national Materials Policy ? 

Mr. Armstrona. She dealt with people in the whole economic area 
of the Department on behalf of the Public Liaison Section. 

Senator Matone. Is she an economist ? 

Mr. Armsrrona. I don’t know, sir. 

Senator Martone. What was the function performed by Miss 
Freedman ? 

Mr. Armstrrona. In this connection, she sent to us that statement 
which somebody in the Public Affairs Section had drafted 

Senator Maronr. She must have had other duties besides this one 
document. What was her general job? 

Mr. Armstrrona. Her general job was to cover problems of public 
relations for the Department in the economic area, as I recall it, sir. 

Senator Ma.tone. It was not just to, deliver documents from one 
office to another, was it? Did she have some other job—that is, some 
thing to do with it? 

Mr. Armstrona. Sir, really all I know is that occasionally I would 
get an inquiry from her concerning the IMC, and this was one case 
of an inquiry. 

Senator Martone. She says to you here: 

Attached is a draft statement on the International Materials Conference which 
Public Liaison would like to include in a kit covering various aspects of our 
defense program. I have attempted to use very simple language. Would appre 
ciate you looking at this as soon as possible. 

Did you examine it? 

Mr. Armstrone. I examined it, sir. 

Senator Martone. And what was your conclusion ? 

Mr. Armstrrone. My conclusion, as I recall it, sir, was that we should 
not put anything in such a kit concerning the IMC at that time. 

Senator Martone. This document prepared by the Public Liaison 
Branch of the State Department evidently adopts the Paley concept 
of basic materials. On page 3 it says: 

Of 16 basic materials vital to American heavy industry, the United States is 
relatively self-sufficient in only 6. We must rely on others for 93 percent of 
our cobalt, 99 percent of our nickel, 92 percent of mercury, 40 percent of zinc, 
100 percent of sisal, 100 percent of graphite, 100 percent of industrial diamonds, 
42 percent of our copper, 100 percent of chromite, 100 percent of tin, 55 percent 
of our lead, 100 percent of natural rubber, and 93 percent of all manganese. It 
can be seen from these figures that we cannot “go it alone” 

I wonder if she originated that phrase “go it alone”; she must have 
been quite a character— 


and still produce either for defense or the civilian economy. 


I should say that a girl who can write a memo with the authority 
of this memo and such a comprehensive document must have been an 
economist or an engineer or something. You do not remember her? 
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Mr. Armstrona. I did not question her concerning the sources of 
her article, nor did I undertake to check her facts, because my advice 
was that the article should not be used. 

Senator Martone. Is this the sort of information that the State 
Department has, generally speaking, for its own use there ? 

Mr. Armstone. As I said, I did not know the sources of the infor- 
mation. 

Senator Martone. Maybe we had better ask Mr. Getzin. He is a 
mining engineer. 

Mr. Gerzin. Iam nota mining engineer, sir. 

Senator Matone. You are in charge of mining materials; I am 
sorry. Isthis the kind of information you had ? 

Mr. Gerzrn. I don’t know. I have never seen this document. 

Senator Martone. You heard me read it. 

Mr. Gerzin. I heard you read it. It looks to me as if it may have 
come out of possibly the Paley Commission report. 

Senator Martone. Have you adopted the Paley report as the source 
of yout information ? 

Mr. Gerzin. No. 

Senator Matonr. You have read the Paley report? 

Mr. Gerztn. I have read volume 1, and the volumes that have come 
out which I deal with. 

Senator Martone. Do you agree with the Paley report ? 

Mr. Geran. In some aspects I do, and in some I don’t. 

Senator Matonr. Would you mind clarifying that statement ? 

Mr. Gerzin. The Paley report is so comprehensive, that is a pretty 
big order. 

Senator Martone. I am just talking about 93 percent of all manga- 
nese must come from foreign sources. 

Mr. Gerzin. I don’t agree with that. 

Senator Martone. We won’t go any further. I am glad you don’t. 
Of course, not being an engineer—Mr. Paley wasn’t, either, I under- 
stand. He was a broadcaster. But he wrote a very comprehensive 
report. But you do not agree with all of it? 

Mr. Gerzin. No, I don’t, obviously. 

Senator Maronr. I had a letter from the National Defense Depart- 
ment not long ago, after I had read into the record quotes from a 
textbook they use at West Point and Aannapolis. I have some boys 
over there, and I was interested in what they were learning. I had a 
letter from the National Defense organization which says I am behind 
the times; that they are no longer using this book; that they have 
adopted the Paley report. 

I suspect they will be trying to buy that letter back one of these 
days. It may be that even they cannot learn anything. We will 
find out. 

That is another example of one committee not knowing what the 
other committee does, and then finally they begin to cite each other, 
with no real authority in any one of them. 

I will make this an exhibit. Document No. 35 is placed in the rec- 
ord at this point. 


39888—54—pt. 4—19 
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(The matter referred to is as follows:) 


UNITED STATES GOVERNMENT 
OFFICE MEMORANDUM 


To: OMP—Willis Armstrong. Date: March 17, 1952 
From: PL—Selma Freedman. 
Subject : 

Attached is a draft statement on the IMC which PL would like to include in 
a kit covering various aspects of our defense program. I have attempted to 
use very simple language. Would appreciate you looking at this as soon as 
possible. 


[Draft for informal distribution as background material] 
INTERNATIONAL ARRANGEMENTS FOR THE ALLOCATION OF SCARCE MATERIALS 


Shortly after the start of the conflict in Korea, the free nations were confronted 
with a supply situation as serious in its own way as the one on the battlefront. 
This was the battle for materials at prices equitable to both producer and con 
sumer. World markets of primary products were becoming chaotic; allies bid 
ding against each other increased prices to unreasonable heights. Frequently 
supplies were bought up by speculators and manufacturers of nonessential prod 
ucts leaving essential producers without vital materials for defense production 
A continuation of this maldistribution and rising prices would have had a disas 
trous effect on the common defense program. 

Something had to be done and the efforts of various international organiza- 
tions, such as the Organization for European Economie Cooperation (OEEC), 
the Organization of American States (OAS) and the North Atlantic Treaty 
Organization (NATO), only confirmed and emphasized the need for one organiza 
tion to deal promptly with commodity shortages of all types. These individual 
efforts also clearly indicated the need for an organization built upon a broader 
zeographie basis than was provided by OFEC, OAS, or NATO. Use could not be 
made of the U. N. itself, because that would have necessitated the inclusion of 
U. S. S. R. and the satellites. Therefore, the United States, United Kingdom, 
and France early in 1951 spearheaded the establishment of a number of inter 
national commodity groups, representing the governments of producing and con- 
suming countries throughout the free world having a substantial interest in the 
commodities concerned. These groups were formed to consider and recommend 
io governments specific action which could be taken in the case of each commodity 
in order to.expand production, increase availabilities, conserve supplies, and 
assure the most effective distribution and utilization of supplies among consuming 
countries, 

Commodity groups were organized as follows: (1) copper, zinc, lead: (2) 
manganese, nickel, cobalt: (3) tungsten, molybdenum, (4) cotton and cotton 
linters; (5) wool: (6) sulfur: and (7) pulp and paper. Tin and rubber, though 
of maior importance, were excluded since both are dealt with in other inter- 
national groups. Coal, which is also a maior commodity problem, is of primary 
importance to Europe and is jointly handled by the Organization for European 
Economie Cooperation (OEEC) and the Economic Commission for Europe (ECE) 
Coal Committee. The terms of reference of the International Materials Con 
ference are sufficiently flexible to permit the addition of any new commodity 
except food and petroleum. The membership of the committees includes coun- 
tries accounting for between 80 and 90 percent of the production and consumption 
of the commodities concerned. Countries not directly represented in the com- 
mittees, but which have an interest in the production or consumption of the 
commodity concerned are given an opportunity to state their requirements and 
to appear before the committees if they wish. The committees have only the 
power of recommendation to governments and cannot of themselves take action. 
Neither does the power of sanctions rest with the committees, nor the power to 
determine price. However, through the establishment of orderly world markets 
the committees have indirectly made a contribution to the stabilization of prices. 
Basically it is a system of voluntary cooperation and while recommendations of 
the committees are purely advisory, governments have found it to their advan- 
tage to cooperate. There is a permanent central group consisting of the United 
States, United Kingdom, France, Australia, Canada, Italy, Brazil, India, the 
OEECE and the OAS. The functions of this group are limited to determination 
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whether there shall be additional commodity committees and to assistance in 
coordinating the work of the various committees. The United States, United 
Kingdom and France and Germany have qualified for membership on all com- 
mittees by virtue of their importance as industrial nations. 

Of 16 basic materials vital to American heavy industry, the United States is 
relatively selfsufficient in only six. We must rely on others for 93 percent of 
our cobalt; 99 percent of our nickel ; 92 percent of mercury; 40 percent of zinc; 
100 percent of sisal; 100 percent of graphite; 100 percent of industrial diamonds; 
42 percent of our copper ; 100 percent of chromite; 100 percent of tin; 55 percent 
of our lead; 100 percent of natural rubber and 93 percent of all manganese. It 
can be seen from these figures that we cannot “go it alone” and still produce 
either for defense or the civilian economy. 

In view of the resources of the United States it probably would have been 
possible for the United States to obtain many of the materials which we need 
by direct purchase but only at constantly increasing prices. Alternatively we 
could have obtained the needed products by using our exports as a bargaining 
counter for imported supplies. However, a system under which each country 
uses its export supplies to drive a bargain for its important requirements 
results in a distribution of materials that bears no relation to need. It is quite 
as essential to our defense program that the defense and essential civilian needs 
of our allies be met as it is that our own be covered. Under a system of barter 
in a period of shortage, there is an unending upward pressure on prices, or costs 
in terms of materials, buyers having no alternative but to try to outbid one 
another for the limited availabilities. There is a tendency to hold back supplies, 
while a deal is negotiated, which is the opposite of what is needed in a period 
of shortage. The possibilities of trade become more and more limited as 
exporters shop around for trading partners who want what they have to offer 
and can offer what is needed in return. The pattern of trade becomes progres- 
sively restricted and rigid and volume of trade is reduced. 

Under a system of international allocation in a period of shortage these dis 
advantages are avoided. Materials are distributed in a way that accomplishes 
the most for all concerned. Defense and essential civilian needs are given the 
necessary protection. Orderly trading is promoted and sellers are not encour- 
aged to play one buyer off against another, since the conditions of a sellers market 
no longer obtain. Exporting countries caa move their supplies promptly, receiv- 
ing a form of compensation which can be used in any market for the purchase 
of the goods they need. 

Senator Martone. There will be included in the record the informa- 
tion contained in the biographical register of the Department of State, 
April 1, 1951, and supplement, April 1, 1953, on the background of 
Selma G. Freedman. 

(The information follows :) 

Freedman, Selma G.: Born Washington, D. C.; Western High School graduate ; 
business school: George Washington University. A. B. 1940: New York Uni- 
versity, 1940; George Washington University, 1945; assistant to professor, 
George Washington University, 1940; Assistant to Deputy Administrator and 
to Director, Office of Price Administration, 1942-45; appointed research and 
editorial assistant at $3,200 (P-3) in the Department of State, April 12, 1945; 
economist. August 11, 1946: assistant to associate editor, P—4, October 20, 1946; 
information officer, July 1, 1947; assistant to associate editor, November 2, 1947; 
GS-11, October 30, 1949; foreign affairs officer, GS-12, August 6, 1950; informa 
tion and educational specialist, GS-13, March 16, 1952. 

Senator Martone. We finally build up our own authorities, none of 
them having any knowledge of the subject. So, where we are coming 
out is a little problematical, to say the least. 

Document No. 45 is apparently a further blueprint on the operations 
of the International Materials Conference, and shows that the Nation- 
al Production Authority allocations are the same as the International 
Materials Conference “entitlements for consumption.” Entitlements 
for consumption should live forever. 

Mr. Gerzin. Mr. Chairman, I wonder if I may comment on that. I 
mean, you have referred to the fact that the two were identical. 
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Senator Matonre. The two what are identical ? 

Mr. Gerzin. That the International Materials Conference entitle- 
ments for consumption were the same as the Defense Production Ad- 
ministration’s allocations for consumption domestically. 

Senator Martone. I did not say they were the same. I just said 
that you had entitlements for consumption, a phrase no one understood, 
used as the basis to do whatever was necessary to carry out what you 
had in mind. 

Mr. Gerzin. Having observed particularly the copper committee in 
action from its inception, and to almost the very end of its activities, 
J frequently observed that the domestic allocation was decided on 
first, and the representatives to the IMC were ordered to go out 
and negotiate with the other countries a figure which was equal to 
the domestic setup. 

Senator Matonr. Regardless of who fixed it, they crippled our do- 
mestic economy with their fixing. 

Mr. Gerzin. Of course, that isn’t related to the IMC. 

Senator Martone. I do not know whether it was connected or not. 
It is further evidence and “water on the wheel” that we are beginning 
to learn here in the last few years that many of these organizations 
have no connection with each other. I understand you are going to 
have a new committee on titanium, Mr. Winant. I do not know 
whether it is appointed yet or not. I have not read in the paper that 
it has been. But you are going to have one, and probably the report 
will come in in 2 or 3 years, and we will determine what we are going 
to do about titanium. 

We need now only about 75 or 80 times as much as we are now 
making, according to the testimony of national defense, so we will 
have another report about titanium. I hope we get it by the next 
session of Congress, anyway. 

Mr. Gerzin. If someone introduced a bill to eliminate the duty on 
titanium, it would help. I had a gentleman come in to see me who is 
an importer, and he said he had the opportunity to bring in some 
titanium. 

Senator Matone. From Japan? 

Mr. Gerzin. From Japan, yes. 

Senator Martone. I have the book on it. They pay 15 cents an hour 
wages in Japan, or 20 cents. So you want to fix it so that, when they 
finally get into full production, you could not possibly get private 
money to go into the matter here. So what would any duty mean! 
What is the duty on titanium ? 

Mr. Gerzrn. I think it is 20 percent, if I am not mistaken. 

Senator Matonr. How much ? 

Mr. Gerzin. I thought it was 20 percent. 

Senator Matone. What difference does it make on those 15-cent- 
an-hour wages? What does the gesture mean? Nothing. 

Mr. Gerzin. I don’t know. 

Senator Matone. That is about the best statement you have made 
since you have been down here. 

The Government has to be a partner of everyone who spends any 
money because of the fact that you have no duty on many things and 
on other items it is not adequate. Investors are smart, too. T hey come 
and borrow the money from the Government and get a contract so they 
are safeguarded every way. You are not likely to have a change in 
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th it situation until you get your finger out of i I do not think there 

vill ever be a change until it is put on some ‘pris iple that even an 
veabeal can understand and the workingmen of America can under 
stand. ‘They do understand one thing: That production with 15-cent- 
an-hour labor comirg in is not good. It does not prevent the imports 
of titanium. Every pound of titanium that they want to sell can be 
sold here and pay the duty. You would not disput e that statement, 
would you? 

Mr. Gerzin. I would not, sit 

Senator Martone. What was the basis of your remark about the 
duty on titanium ¢ 

Mr. Gerzin. I just brought it up as you had made certain remarks 
about the shortage of titanium. 

Senator Matonr. That is right. 

Mr. Gerzrn. I just happened to recall that people had been in to 
see us on that subject. We have made no recommendations, I assure 
you, one way or the other. 

Senator Mavonr. I look for you to, just as soon as you get around 
toit. If you don’t, it will be the first material that—— 

Mr. Grerzin. We have not made a recommendation. We might be 
satisfied that the duty remain as it is. 

Senator Matonre. Are you speaking for the Department now? 

Mr. Grerzin. I am speaking only so far as my recommendation is 
concerned. 

Senator Matonr. Where does your recommendation go in that 
regard ¢ : 

Mr. Grerzin. To Mr. Evans. 

Senator Matonr. Where do you send it, Mr. Evans? 

Mr. Evans. Actually we have had no recommendation at this time, 
sir. 

Senator Matong. If you did have, where would you send it? 

Mr. Evans. In all probability if we had a recommendation to make 
with respect to titanium, it would be expressed by os Secretary of 
State or, as an alternative, provided he agreed with it, at the De- 
fense Mobilization Board, which I understand—— 

Senator Matonr. Suppose Mr. Getzin made a recommendation to 
you, what would you do with it? ° 

Mr. Evans. If I agreed with the recommendation, I would make the 
recommendation to the Assistant Secretary of State for Economic 
Affairs. 

Senator Martone. Mr. Morton? 

Mr. Evans. Mr. Waugh. If he agreed with it, if he were represent- 
ing the State Department at the next meeting of the Defense Mobiliza- 
tion Board, he would presumably make that suggestion. I am speak- 
ing now of the specific case of titanium, which has been considered 
recently, as I am sure you know, in the Defense Mobilization Board, 
which gave rise to the establishment of this investigating committee 
that you have referred to. That would be, of course, the case concern- 
ing any recommendation from Mr. Getzin with regard to titanium. 

Senator Martone. Then where would any recommendation go con- 
cerning a trade agreement? Who would make that final recommenda- 
tion ? 

Mr. Evans. I had better not use titanium as an illustration—— 
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Senator Maronr. No. I think it is a good illustration, because it is 
a good start. 

Mr. Evans. I don’t want to give any false impression. I do not 
think that the Defense Mobilization Board would be the normal 
channel if this were a recommendation to be carried out through a 
trade agreement. 

Senator Martone. What would be the basis of a trade agreement? 
It is a strategic mineral. 

Mr. Evans. Mr. Getzin’s original remark had to do with the intro 
duction of a bill in Congress to reduce the duty. 

Senator Martone. It did not. It had to do 

Mr. Getzrn. It did, sir. 

Senator Martone. We do not introduce any bills; we have nothing 
to do with it. You are the one over there, now. We have transferred 
everything to you. We might introduce a bill, of course, but you are 
a member of the State Department, and you have the authority to 
make a trade agreement; have you not? 

Mr. Gerzrn. I don’t believe so. Because under the terms of the 
last renewal of the Trade Agreements Act, I understand that we have 
no authority to make any further trade agreements. 

Senator Martone. No. That was just your statement that you did 
not intend to make any other trade agreements. There was no re- 
triction on making one at all. 

Mr. Morton. We testified to that effect before the committee. It is 
not in the law. 

Senator Maronr. We merely have your word that you would not 
make any and did not intend to make any, but you have the : authority. 

Then let’s ask the question again. We have clarified the atmosphere. 
We have had enough of the roundabout testimony. Answer me: 
Could you make one if you wanted to? If the State Department 
wanted to make an agreement on titanium, it could do it, could it not? 

Mr. Gerztx. I wouldn’t know. 

Senator Matone. I would not expect you to know. It does have a 
tariff on it, according to you. 

Mr. Gerzrn. Yes. 

Senator Maronr. If it did not have a tariff on it, naturally you 
would have nothing to lower, and you never raised a tariff in your 
life, so naturally you would not be interested in making one. If there 
is a tariff on titanium at this time, could the State Department make 
an agreement with Japan or any other nation producing titanium? 

Mr. Morron. This Government could. 

Senator Martone. I am talking about the State Department, and 
the executive department as exemplified by the State Department. 

Mr. Morton. The executive department, yes, sir. 

Senator Martone. Under the 1934 Trade Agreements Act? 

Mr. Morron. Yes, sir, bearing in mind the fact that I can testify 
to the fact that we wouldn't. 

Senator Martone. That was not the question at all. I understand 
that. Could they do it? 

Mr. Morton. Legally? Yes, sir. 

Senator Martone. You do things illegally, we understand that. Yes, 
it is nice to have that word there, “legal.” 

Mr. Morton. The machinery is set up, yes, so that a trade agree- 
ment could be negotiated. 
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Senator Matone. In other words, Congress could not prevent it 
without allowing the Trade Agreements Act to lapse. It would have 
nothing to do with it. If you wanted to make a trade agreement with 
Japan, provided there is now a duty on titanium, then you could make 
it. That is true, is it not? 

Mr. Morton. So far as I know, it is true, yes, sir. 

Senator Mavone. As far as anybody knows, it is true. We could 
have done away with about 3 pages of testimony here if somebody had 
just understood what they were t: falking about and answered a question. 

Mr. Morton. I didn’t realize that was your original question. 

Senator Martone. It was my original question, and Mr. Getzin un- 
derstood it, but he wouldn’t answer it. But your answer is satis- 
factory. 

Now we come back to Document 45, “Implementing the IMC Co- 
balt Allocation to the United States, Fourth Quarter 1951.” 

1. The allocation itself is an entitlement to consumption by the United States 
(i. e., industrial use and official stockpiling) in the fourth quarter regardless 
of when the metals, oxides, and salts were produced. 

2. The allocation implies no marked changes during a quarter in a country’s 
stocks or pipeline. The allocation is not intended for building up stocks nor 
does it anticipate their reduction. 

8. As a mechanism to achieve 1 and 2 above, the International Materials 
Conference limits net purchases for import to the total entitlement for con- 
sumption less domestic production in the fourth quarter. 


Could you give us any idea what that means, Mr. Morton ? 

Mr. Morron. As I gather from your reading, sir, it means that 
in this quarter, the fourth I think it was, they were going to take the 
same as in the previous quarter less what was produced in. the 


United States. 

Senator Martone. Well, I couldn’t understand it. I am glad to 
have the explanation. “Entitlement for consumption,” whatever that 
is, is the same as allocations under this understanding. 


Applied to the United States cobalt situation as of October 1 the following 
is in full accord with the International Materials Conference understanding and 
a“ necessary for practical United States application: 

The really acid test of United States compliance is that of consumption 
tinlieaaeta use plus official stockpiling). This can be assured by limiting Na- 
tional Production Administration, NPA, allocations from all sources to the 
amount of the International Materials Conference entitlement to consumption 
figure less stockpiling but plus any reasonable “slippage” allowance for unfilled 
allocations. 

2. The amount in the United States as of October 1 should be assumed to be 
a level to be retained as stocks and United States pipeline through the fourth 
quarter. If the United States wishes to move part of the stocks from the 
African Co. to industries for stocks, not consumption, this would not violate the 
International Materials Conference agreement. 


On page 3, under 6: 


Recouping the so-called stockpile deficit should be abandoned in part, because 
it would probably come under the fourth quarter “entitlement to consumption” 
at the expense of military and civilian consumption, and especially since this 
diversion would cut down the stock and pipeline level we need to maintain and 
are entitled to maintain. 

7. We are pledged to report to the International Materials Conference: 

(a) As the principal check and most important figure—our quota consumption 
(allocations plus “slippage” and actual stockpiling). 


I will submit this as an exhibit. 
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(Document No. 45 is made a part of the record at this point :) 


IMPLEMENTING THE IMC CopaLT ALLOCATION TO THE UNITED STATES 
FOURTH QUARTER 1951 


In view of the current confusion as to exactly what the IMC allocation involves 
and how in practical terms it can be implemented, a clear statement of the 
United States interpretation should be formulated and agreed on, IMC can be 
acquainted with that interpretation and participating countries given a chance 
to raise any questions they wish. In this way a United States program can be 
definitely executed and the risk will be avoided of any question as to United 
States good faith in the IMC, 

The following appears to reflect both the letter and the spirit of the IMC 
agreement. It is recommended that it form the basis of a United States 
interpretation : 

1. The allocation itself is an entitlement to consumption by the United States 
(i. e., industrial use and official stockpiling) in the fourth quarter regardless of 
when the metals, oxides, and salts were produced. 

2. The allocation implies no marked changes during a quarter in a country’s 
stocks or pipeline. The allocation is not intended for building up stocks nor 
does it anticipate their reduction. 

3. As a mechanism to achieve 1 and 2 above, the IMC limits net purchases for 
import to the total entitlement for consumption less domestic production in the 
fourth quarter. The exact time the purchases are made or the actual time of 
arrival in the United States are not determinant; the determining factor is that 
the “purchases for import should represent the actual tonnages contracted for 
and scheduled for shipment during the allocation period specified to the country 
against whose allocation the tonnage will be applied for that allocation period.” * 

Applied to the United States cobalt situation as of October 1, the following is in 
full accord with the IMC understanding and appears necessary for practical 
United States application: 

1. The really acid test of United States compliance is that of consumption (in- 
dustrial use plus official stockpiling). This can be assured by limiting NPA allo- 
cations from all sources to the amount of the IMC entitlement to consumption 
figures less stockpiling but plus any reasonable “slippage” allowance for unfilled 
allocations. 

2. The amount in the United States as of October 1 should be assumed to be a 
level to be retained as stocks and United States pipeline through the fourth 
quarter. If the United States wishes to move part of the stocks from the 
African Co; to industries for stocks, not consumption, this wold not violate the 
IMC agreement. 

3. To keep the pipeline open the African Co. should make further purchases 
for delivery in the fourth quarter so that the total of anticipated deliveries in 
the fourth quarter will total the “net purchases for import” figure furnished by 
the IMC (This total would include cargo on the high seas on October 1.) 

4. Nothing needs to be done if some deliveries are delayed in the first quarter. 
They would still be a part of the fourth quarter “maintain the pipeline” figure 
and not deductible from first quarter allocations nor first quarter net purchases 
for imports 
5. The African Co. can, with assurance, enter into contracts during the fourth 
quarter for first quarter delivery so long as the total is safely below the prob- 
able IMC figure for net imports in the first quarter. Additional contracts could 
fill out the picture once the IMC allocation is made. 

6. Recouping the so-called stockpile deficit should be abandoned, in part he- 
cause it would probably come under the fourth quarter “entitlement to consump- 
tion” at the expense of military and civilian consumption, and especially since 
this diversion would cut down the stock and pipeline level we need to maintain 
and are entitled to maintain. 

7. We are pledged to report to the IMC: 

(a) As the principal check and most important figure—our quota consumption 
(allocations plus slippage and actual stockpiling). 


1This is the actual language agreed on by the IMC Copper Subcommittee on Statistics— 
a somewhat parallel situation. 
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b) As general and supplemental checks (particularly with reference to stock 
nd pipeline levels) : monthly data on production and sales for export, and quar 
terly data on imports and exports. 

8. The United States can, if it appears desirable, raise the question of the ade 
quacy of the various nations’ stocks and pipelines in connection with first quarter 
illocations, 

Senator Matonr. Document No. 16 acted as blueprint to carry out 
the work of the International Materials Conference; and showed how 
National Production Authority allocations were used to enforce en- 
titlements for consumption—this is on page 3: 

(a) To limit its consumption (i. e., industrial use and any official stockpiling 
permitted), and 

(b) Its take from free world production during the quarter (i. e., domestic 
production in the quarter plus purchases for imports scheduled for shipment 
within the quarter—less, of course, shipments for reconsignment and United 
States exports). 


Under 4: 


(a) National Production Administration domestic allocations constitute the 
chief means of enforcing the “entitlement to consumption.” 


In other words, the International Materials Conference set the 
entitlements to consumption and the National Production Adminis- 
tration enforces it. 

I will ask that this be accepted as an exhibit. 

(Document No. 16 is made a part of the record at this point :) 


NOVEMBER 1, 1951. 


MEMORANDUM FOR UNITED STATES REPRESENTATIVES ON IMC ComM™Moprry 
COMMITTEES 


Subject: IMC Allocations for the fourth quarter. 

There appears to be a real need for an agreed United States interpretation of 
the IMC allocations for the fourth quarter and for assuring ourselves that these 
are the same rules the other nations intend to follow. In addition, various 
United States agencies need an agreed version of how the allocations should 
be applied by the United States for purposes of their operations. 

Accordingly, the enclosed draft statement is sent you for your careful study, 
corrections and suggestions. It should be noted that it relates to what was 
agreed in the IMC and not what is either ideal or what we should work for in 
future quarters. Feasible improvements in the mechanism for future alloca- 
tions should have our serious consideration in negotiations for the first quarter. 

FREDERICK WINANT. 


THE NATURE oF IMC ALLOCATIONS FOR THE FOURTH QUARTER 


Some confusion appears to exist in United States agencies as to the exact 
nature of the current IMC allocations as applied specifically to the United States 
situation. Such confusion might hamper United States programs as well as 
create misunderstandings with other IMC nations 

Accordingly, this memorandum seeks to interpret both the letter and spirit 
of the allocations. When it is agreed on as accurate by United States repre- 
sentatives to IMC committees, each representative should make sure that other 
countries have a similar understanding and will play by the same rules. 

Unfortunately, the IMC allocations fall into three, rather than a single, 
patterns: (1) Sulfur, (2) tungsten and molybdenum, and (3) copper, zinc, 
nickel, and cobalt. 
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Following are the highlights of the allocations: 
I. CRUDE SULFUR 


In the case of sulfur the United States has two basic commitments: (a) Not 
to exceed an “entitlement to approximate consumption” and (b) to issue export 
licenses of a specified amount. In combination with estimated production 
figures these commitments would tend to keep United States stocks at about 
the October 1 level. The export quota obligation is covered by our export 
licensing; the consumption commitment can be implemented by the domestic 
allocation procedures. 


Il. TUNGSTEN AND MOLYBDENUM 


For these metals (ores and concentrates) the United States has no commit- 
ment on consumption nor the end-of-quarter stock level. It is given a retention 
figure which for molybdenum is a result of estimated United States production 
in the quarter, less actual exports we are committed to make in the quarter; for 
tungsten it consists of domestic production during the quarter plus incoming 
shipments clearing foreign borders during the quarter (less, of course, any 
United States exports or shipments to the United States for reconsignment, etc.), 
In addition, the United States is committed to certain small exports of tungsen 
and molybdenum primary products. 

The following observations are warranted : 

1. Generally the United States allocations on tungsten and molybdenum are 
simply lump sums from our 4 Q 51 production plus (in the case of tungsten) 
net shipments from other countries leaving those countries during the quarter. 

2. The lump-sum entitlement can simply go into our general supply pipe 
line in addition to what is already there, to be used as we see fit. We can stock- 
pile as we wish but, of course, at the expense of consumption or stocks. 

8. Shipments in transit to the United States on September 30 (tungsten) are 
outside our entitlement; we can contract for shipment from abroad during the 
quarter the full amount of the net import fizure. 

4. There is no limitation on our buying abroad for the future, the sole control 
is shipments from abroad. (This leaves the United States freedom in its pur- 
chasing although we would not want to hoard abroad nor to tie up for delivery 
in future quarters amounts greatly in excess of anticipated future allocations. ) 

5. The United States has complete flexibility on how it controls consumption, 
stocks, and pipeline subject only to the limitations noted. 


III. COPPER, ZINC, NICKEL, AND COBALT 


The pattern for these allocations is more complicated than those previously 
discussed. 

1. In each case the United States has committed itself to applying the alloca- 
tion figure in two ways: 

a. To limit its consumption (i. e., industrial use and any official stockpiling 
permitted), and 

b. Its take from free world production during the quarter (i. e., domestic pro- 
duction in the quarter plus purchases for imports scheduled for shipment within 
the quarter—less, of course, shipments for reconsignment and United States 
exports). 

2. In each case the basic assumption is that stocks and pipeline levels within 
a country will be kept to the September 30 level. For copper and zine this is 
clearly stated: for nickel and cobalt it is the inevitable and anticipated result 
of the dual commitment above. 

3. Briefly stated, the foregoing means that the United States is permitted to 
throw the allocated amount into its pipeline from fourth-quarter production 
and imports and to consume (industrial use or permitted stockpiling) the allo- 
cated amount during the quarter. 

4. The following observations are warranted: 

(a) NPA domestic allocations constitute the chief means of enforcing the 
“entitlement to consumption.” 

(b) Enforcing the entitlement to production is more difficult and will probably 
require direct or indirect control of imports (e. g., import quotas, import licenses 
or a combination of use and inventory controls). 

(c) The use of cargoes afloat on October 1 for industrial consumption or stock- 
piling would clearly count against our entitlement to consumption, 
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(d) Purchases for deliveries definitely scheduled to arrive before October 1 
hut delayed into this quarter could probably be considered outside our entitle- 
ment to fourth quarter production, but if consumed would be inside the entitle- 
ment to consumption. 

(e) Current stocks in this country on October 1 are outside our entitlement to 
production but if used or stockpiled would be inside our entitlement to con- 
sumption. 

(f) If purchases scheduled for delivery to this country in the fourth quarter 
are delayed beyond the quarter they should not count against the first quarter 
entitlement to production. 

(g) The United States can safely go ahead and permit private buyers to pro- 
ceed with foreign contracts for delivery in future quarters so long as the total 
does not generally exceed our probable allocation for future quarters. 

(h) We can stockpile nickel as we wish but such stockpiling will cut our 
amounts for civilian requirements. 

(i) We have special allowances for copper, zine, and cobalt stockpiling which 
cannot be used for other purposes and will go back into the IMC pot if unused 
(other things being equal). 

(J) We can stockpile beyond the special allowances for cobalt, copper and zinc 
but the excess would be chargeable to our entitlement for civilian consumption. 

(kK) It is doubtful whether other nations would seriously urge that our stock- 
pile withdrawals count against our entitlement to consumption (particularly 
since such drastic action would probably reflect United States inability to fulfill 
its consumption entitlement anyway). Questions may be raised as to how to 
treat any proposed restorations to the stockpile, but these can be met on an ad 
hoe basis if and when they arise. 

1. Deferred deliveries previously scheduled to be made to the stockpile prior 
to October 1 would come under the entitlement to consumption for the fourth 
quarter, if stockpiled, whether filled from stocks in the United States or from 
abroad. In addition, such stockpiling would, of course, reduce our stocks-pipe- 
line levels. 


Senator Matong. Document No. 41, “Draft Specification for Statis- 
tical Reports on International Materials Conference Commodities,” 


will also be made an exhibit. 
(Document No. 41 is made a part of the record at this point.) 


DRAFT SPECIFICATION FOR STATISTICAL REPORTS ON IMC ComM™MODITIES 


Information required is data on United States domestic production, imports 
and exports; deliveries to and withdrawals from United States stockpile; United 
States consumption; free-world production; allocations by IMC to United 
States; receipts by United States against IMC allocations. 

Purpose of compiling the data is to provide a sound basis for decisions in the 
Defense Materials Policy Committee and Defense Materials Operating Com- 
mittee. Data is also needed to establish a sound basis for positions to be taken 
by the United States in IMC commodity committees. It is further needed for 
judging the effectiveness of the IMC as a means of assuring the United States 
of an equitable share of free-world supplies. 

All data will be collected and reported by the DPA Materials Analysis Division. 
The objective in centralizing in a single division the responsibility for collecting 
and reporting the data needed is to assure: (1) That agreed sources of infor- 
mation are consulted, (2) that data is collected on a uniform and comparable 
basis, (3) that reports are published in uniform format, and (4) that the 
security of classified data is properly safeguarded. 

In detail, it is proposed that data be collected and reported on the following 
basis : 

1. Domestic production, United States—Domestie production is defined as 
production at the refinery level, from domestic ores, foreign materials, and scrap. 
It includes production on toll for export. 

Statistics to be stated separately under the following headings: 

(a) Production from domestic ores; 
(bv) Production from foreign materials; 
(c) Production from scrap; and 

(d) Production on toll for export. 

Data will be obtained from the Bureau of Mines. The statistics reported will 
be the official United States Government figures. 
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2, Imports.—The import statistics required are ‘general imports,” but “im- 
ports for consumption” are also to be reported. Data will be compiled from 
special weekly reports of imports now being furnished to DPA by Census. 

3. Exrports.—Export statistics required are those of all exports of the com- 
modity, including exports of material produced on toll for export, and reexports. 
No breakdown of exports by type is needed. Export data will be compiled from 
special weekly reports from Census for periods comparable to those covered in 
the compilation of import figures. 

j. Stockpile deliveries, withdrawals.—Statistices required are for physical de- 
liveries to and withdrawals from United States stockpile. Purchases for stock- 
pile are also required. Data will be obtained from Emergency Procurement 
Service, and will be reported under the following headings: 

(a) Deliveries to stockpile; 
(b) Withdrawals from stockpile; 
(c) Purchases for stockpile. 

5. United States consumption.—Statistics of consumption of the commodity in 
the United States are to be obtained from the NPA Materials Division concerned 
and shall be reported under the following headings: 

(a) Direct military ; 
(b) Defense supporting (?); 
(c) Other. 

6. Net total United States current supply.—The statistics required are derived 
by adding general imports to total domestic production and deducting all exports. 
7. Free world production.—Statistics are to be those compiled by the IMC 
commodity committee and accepted by the United States representative on the 
committee. For periods prior to IMC, estimates of the Bureau of Mines will 
be used. Free world countries are defined as all countries except : —- 

8. IMC allocations to the United States.—Information needed is the qué untity 
allocated to the United States by the IMC Commodity Committee, as defined in 
the allocation notice issued by IMC. Data will be obtained from the United 
States representative on the IMC Commodity Committee. 

9. Units of measure.—All statistics will be reported in the units of measure 
customarily used by United States Government in its operations. 

10. Periods for which information is to be reported.—1948, 1949, and 1950 by 
year; 1951 and 1952 by quarters. 

11. Reporting times.—DPA Materials Analysis Division will maintain running 
records of data as they become available. Reports will be issued as soon as 
significant new data is entered, and in any case, once each month. 


OFFICE OF DEFENSE MOBILIZATION 
Report onthe IMC working funds, as administered by the Defense Production 


Administration 


Appropriation from Advances to 
which funds origi- Agency working 
nally derived fund 


Net dis- 
bursements 


5630100 Defense Production Administration $30, 000 | $27, 201. 21 
1130800 Office of Defense Mobilization fs 10, 000 9, O87. 07 
1230137 National Production Authority 15, 000 13, 600. 60 
56-110/31045 Mutual Security Agency | 15, 000 | 13, 600. 60 


Total. _. | 70, 000 | 53, 469. 48 


! By object classification 
01 Personal services 
01.1 Full-time, permanent $58, 456. 69 
01.6 Terminal leave. 5, 001. 51 


Total 
15 Taxes and assessments 


Total. ; j ‘ 53, 469, 48 


Senator Martone. Documents 39, 40, 42, and 48, Defense Production 
Administration notices of alloc ation of metals appearing in various 
parts of 1942, will be received as exhibits at this point and made a part 
of the record. 
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(The matter referred to is as follows:) 


DEFENSE PRODUCTION ADMINISTRATION, 
Washington, April 2, 1952 


NOTICE OF UNITED STAT:'S ALLOCATION OF COPPER AND ZINC UNDER IMC FOR 
SECOND QUARTER OF 1952 


Your attention is called to the attached Document No. 112 of the Coppe 
Zine-Lead Committee of the International Materials Conference entitled “Re 
port on a Plan of Distribution of Copper and of Zine for the Second Quarter of 
1952.” 

The United States Government has accepted this document and is therefore 
pledged to carry out its part of the recommendations. 

In behalf of the Defense Production Administration and consistent with 
duties and responsibilities assigned by the Office of Defense Mobilization for 
participation by the United States in the International Materials Conference, 
United States executive departments and establishments are requested to take 
the necessary actions to implement the stated recommendations, 

We shall appreciate your cooperation. 

FREDERICK WINANT, 
Acting Deputy Administrator for International 
Activities and Defense Materials. 


DEFENSE PRODUCTION ADMINISTRATION, 
Washington February 4, 1952. 


NOTICE OF UNITED STATES ENTITLEMENT TO COBALT AND PRIMARY NICKEL UNDER 
IMC ALLOCATION FOR FIRST QUARTER 1952 


Your attention is called to the attached Document No. 58 (Rept. No. 2), part 
Il’ entitled “Provisional Allocation of Cobalt for the First Quarter of 1952,” 
and Document No. 71 (Rept. No. 3) entitled “Allocation of Primary Nickel 
for the First Quarter of 1952.” These reports have been released by the 
Manganese-Nickel-Cobalt Committee of the International Materials Conference. 

The United States Government has accepted the reports and is therefore 
pledged to carry out its part of the recommendations. 

In behalf of the Defense Production Administration and consistent with 
duties and responsibilities assigned by the Office of Defense Mobilization for 
participation by the United States in the International Materials Conference, 
United States executive departments and establishments are requested to take 
the necessary actions to implement the stated recommendations. 

Your cooperation will be appreciated. 

G. J. TrcouLar, 
Deputy Administrator for International 
Activities and Defense Materials. 


ee 


DEFENSE PRODUCTION ADMINISTRATION, 
Washington, January 29, 1952. 


NOTICE OF UNITED STATES ENTITLEMENT TO TUNGSTEN AND MOLYBDENUM UNDER IMC 
ALLOCATION FOR FIRST CALENDAR QUARTER 1952 


Your attention is called to the attached Document No. 88 (revised) of the 
Tungsten-Molybdenum Committee of the* International Materials Conference 
entitled “Recommendation on Tungsten and Molybdenum for the First Calendar 
Quarter of 1952.” 

The United States Government has accepted this document and is therefore 
pledged to carry out its part of the recommendations. 

In behalf of the Defense Production Administration and consistent with duties 
and responsibilities assigned by the the Office of Defense Mobilization for part- 


1Pt. I of Document No. 58 on nickel has been superseded by Document No. 71 (Rept 
No. 8). 
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ticipation by the United States in the International Materials Conference, United 
States executive departments and establishments are requested to take the 
necessary actions to implement the stated recommendations. 

We shall appreciate your cooperation in connection with any action you may 
be required to take on this allocation. 


G. J. TICOULAT, 
Deputy Administrator for International Activities and Defense Materials. 


DEFENSE PRODUCTION ADMINISTRATION, 
Washington, January 28, 1952. 


NOTICE OF UNITED STATES ENTITLEMENT TO SULFUR UNDER IMC ALLOCATION FOR FIRST 
6 MONTHS PERIOD 1952 


Your attention is called to the attached memorandum on allocation (No. 3) 
of the Sulfur Committee of the International Materials Conference concerning 
allocation of sulfur for the first 6 months of 1952 

The United States Government has accepted this document and is therefore 
pledged to carry out its part of the proposals. 

In behalf of the Defense Production Administration and consistent with duties 
and responsibilities assigned by the the Office of Defense Mobilization for part- 
ticipation by the United States in the International Materials Conference, United 
States executive departments and establishments are requested to take the 
necessary actions to implement the stated proposals. 

We shall appreciate your cooperation in connection with any action you may 
be required to take on this allocation. 

G. J. TICOULAT, 
Deputy Administrator for International Activities and Defense Materials. 


Senator Martone. Document No. 49: 

Task Force I of the foreign aid steering group, international arrangements for 
the allocation of scarce materials. The attached position paper prepared in 
the Department of State and cleared with ECA (Economie Cooperation Ad- 
ministration), Defense and the Council of Economic Advisers, is being dis- 
tributed for the information and consideration of Task Force I— 
signed E. M. Christensen, Acting Secretary. 

This is entitled “International Arrangements for the Allocation of 
Scarce Materials To Support Defense Production.” 

Question No. 3 on page 7 has 2 parts, 1 classified and 1 unclassified. 
The unclassified part gives the impression that there was almost uni- 
versal acceptance of invitations to participate in commodity com- 
mittees. The classified part, on page 8, says: 

Many producing countries are showing considerable reluctance about entering 
into allocation agreements. There are a number of reasons for that reluctance. 

Could you, Mr. Evans, tell us why the one that gives the impression 
that this was a very unified conference on this particular matter is 
unclassified, and that the one which says there is some reluctance is 
classified? What should be classified about it? 

Mr. Evans. I haven't a copy to follow your reading. I didn’t get 
the page you were referring to. I would like to look at the language 
before answering that question. 

These are both at the bottom of page 7, are they ? 

Mr. ApterMaNn. Yes, No. 3 on page 7, and on page 8. 

Mr. Evans. Beginning with 2. 

I am prepared to make a guess, sir. I can’t be certain of what was 
in the mind of whoever drafted this. Asa general rule, when we are 
negotiating with countries trying to get them to do something, it is—— 

Senator Matone. We were trying to get them to do this? 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 295 

Mr. Evans. Pardon me? 

Senator Matonr. We were trying to get them to agree to this under 
IMC? 

Mr. Evans. I think the United States Government. was definitely 
trying to get a number of countries who would otherwise have been 
competing for the materials we needed for the defense effort-—— 

Senator Martone. Bidding against us? 

Mr. Evans. Bidding against us in international markets, I suppose 
some with our money and some without. In any event 

Senator Mavone. Right at that point, as long as you have raised the 
question, who were the nations bidding against us? 

Mr. Evans. I think all the countries of the world, s 

Senator Martone. Name some of them. 

Mr. Evans. Every country who had any requirement, any use for 
any of the materi: als, was bidding in the world markets. 

Senator MaLone. The European countries, principally ? 

Mr. Evans. Principally, I would say, yes, sir; but there were certain 
others. 

Senator Martone. The principal ones were the larger countries who 
were getting the larger allocations of money from the United States? 

Mr. Evans. I think that the heaviest competition undoubtedly came 
from Europe, but it was not the only competition. 

Senator Martone. From Great Britain and France and other na- 
tious that were profiting heavily from the contributions from the 
United States ¢ 

Mr. Evans. From Great Britain, France, and all the countries of 
Europe, Argentina—we had very specific competition with Argentina 
for Chilean copper, for example. 

Senator Mavone. Is that so? What caused this large amount of 
copper to pile up there in Chile? Have we made the deal yet ? 

Mr. Evans. Neither Argentina nor the United States was really 
anxious to pay the prices that Chilean ¢ opper was asking. 

Senator MAtone. But they did pay it in England and some other 
places that had our money ? 

Mr. Evans. I think the reason the copper piled up was that many 
countries, including England and France, were not prepared to pay 
such prices. 

Senator Martone. And they were threatening to sell it to Russia, 
were — not, at one time? 

Mr. Evans. I don’t think the Chilean Government ever officially 
thre: ote that, but of course we heard rumors to that effect, that 
they were considering it. 

Senator Matonr. We have not made the deal yet on the 36-cent 
copper. Did I understand you to say that, Mr. Getzin? 

Mr. Getzin. I beg your pardon ? 

Senator Martone. We have not made the deal on the cooper yet? 

Mr. Gerzrn. No, sir. 

Senator Matone. But we have caused them to change the value of 
the peso for the companies mining there for the purpose of paying 
labor. Isn’t that part of the deal ? 

Mr. Getzin. They haven’t done it, sir. 

Senator Martone. But they have agreed to do it if you buy the 
copper ¢ ; ; 

Mr. Geran. I don’t know whether I want to go into that, sit 
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Senator Mavonr. Are you part of it? 

Mr. Gerzin. I am, yes. 

Senator MaLtone. What would be your conception of it? I presume 
you are keeping track of it 

Mr. Geran. I am. 

Senator Matone. Haven’t we proposed that they change the value 
of the peso that the companies buy to pay the men if we buy the 
copper ¢ 

Mr. Gerzin. Can I be off the record, sir? 

Senator Martone. It has been in all the papers. It is about like a 
lot of this classified stuff. 

Mr. Gerzin. The negotiations are rather confidential, and I should 
not want it to get in the papers. 

Senator Martone. Nothing here is going into the papers. This is a 
record—— 

Mr. Morton. That is all right. 

(Discussion off the record. ) 

Senator Mavone. I will withdraw that question. Just strike 
out. I think we had better confine it to this particular business, be- 
cause we want to declassify a lot of this information. We need not 
get into the other setup. 

You may continue your explanation, Mr. Evans. 

Mr. Evans. Senator, my explanation as to why that was classified 
is that the United States was negotiating with other countries trying 
to get them to acce pt international allocations. Under those cireum- 
sances, it is difficult if the representatives of foreign countries who are 
on the other side of the negotiating table can quote official documents 
within the United States Government to support their case. I think 
this is the reason you will find a good many documents have been 
classified, because they would reveal our hand or help the other coun- 
try with whom we were negotiating to achieve its objective. 

Senator Matone. It is a nice practice if you can get away with it, 
but let me read to you from this, under 3 on page 7, as to what is the 
attitude of other countries toward allocations in the International 
Materials Conference: 

(a) Unelassified: The United States and other sponsoring governments ob- 
tained universally favorable responses to invitations to participate in the Cen- 
tral Group of the International Materials Conference and almost universal 
acceptance of invitations to participate in the commodity committees, * * * 

(b) Confidential : 

1. Out of some 30 countries which were invited to participate in one or more 
of the commodity committees, only 3 have failed to accept the invitations. * * * 


2. Many producing countries are showing considerable reluctance about enter- 
ing into allocation agreements. There are a number of reasons for that 
reluctance. 


That is the reason it is classified ? 

Mr. Evans. Yes, sir. 

Senator Martone. We will make this Document No. 49 a part of 
the record at this point. 
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(The matter referred to is as: follows:) 
[Position Paper 29, April 20, 1951] 
Task Force I oF THE FOREIGN AID STEERING GROUP 
INTERNATIONAL ARRANGEMENTS FOR THE ALLOCATION OF SCARCE MATERIALS 


Che attached position paper prepared in the Department of State and cleared 
ith ECA, Defense and the Council of Economic Advisors, is being distributed 
for the information and consideration of task force I 
E. M. CHRISTENSEN, 
icting Secretary 


INTERATIONAL ARRANGEMENTS FOR THE ALLOCATION OF SCARCE MATERIALS TO 
SUPPORT DEFENSE PRODUCTION 


A. BACKGROUND 


I, The need for international allocation 


In a number of important raw materials world demand has so outstripped 
world supply that some positive international action is necessary to bring the 
two into balance. In certain cases, such as sulfur and cotton, the shortage is 
due not only to increased demand, but also to a permanent or temporary decrease 
in availability. For most commodities, however, the shortage exists in spite of 
increased production. The three principal factors in the abnormal level of 
demand are: 

1. Defense production 
2. Increased civilian consumption 
3. Strategic stockpile purchases, mostly by the United States 

Except where the world supply of a commodity comes virtually from a single 
producing country, any solution to the problem must necesarily be worked out 
internationally. One solution that is theoretically possible is, in certain cases, to 
persuade all countries to eliminate less essential consumption through a uniform 
set of internal regulations. There are, however, serious limitations to this as a 
solution. The problems of each country are different and the extent to which 
one country can eliminate a particular use of the material without seriously 
damaging its basic economy will differ from that of another country. For 
example, the United States could not eliminate the use of automobile tires for 
civilian transportation without serious results, whereas such a restriction would 
cause much less harm in many other parts of the world. Because of different 
social and industrial habits, other countries would be unable to accept some 
restrictions which are relatively harmless in the United States. 

If a uniform code concerning the end use of scarce materials cannot be expected 
to close the gap between requirements and supply, major reliance must be placed, 
if production cannot be substantially increased, upon the acceptance by each 
country of some limitation on the total supply to be consumed by it. This would 
generally require some form of international allocation agreement. 

IT. Problems faced in allocating materials in the present period 

The situation today is very different from that prevailing during World War 
II. At that time, we were in a full-scale war and agreements as to priorities 
were easier to reach than in a stepped-up defense period of indefinite duration 
Most of Europe was occupied by the enemy. The United States and the United 
Kingdom controlled shipping in all parts of the world which were not under 
enemy occupation. Furthermore, the great majority of the countries not under 
enemy occupation were either allies, occupied by the allies, or part of the colonial 
empires of the allies. Under these conditions it was relatively simple for the 
United States-United Kingdom Combined Raw Materials Board to determine 
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how certain raw material supplies should be allocated and to enforce its decisions, 

Today the United States and the United Kingdom have no right and no 
desire to enforce by direct military means decisions they might make as to 
the possible allocation of raw materials. They must obtain voluntary coopera- 
tion of the producers of virtually all of the free world’s supplies. Alternatively, 
if it were not for the existence of the Soviet bloc as a potential market for raw 
materials, they might enforce allocations by obtaining the agreement of all 
the free world importers. But this is manifestly no solution, Producers would 
not be willing to accept such a system, which would subject the marketing of 
their product to the joint control of others and might seriously prejudice their 
interests. Such a system would not lead to expanded production, which is the 
desired long-run solution, and would not necessarily encourage reduced ship- 
ments to the Soviet bloc, but could conceivably increase them. 

(Confidential:) The task of obtaining the cooperation of the producing coun- 
tries is complicated by several factors: 

(a) Many raw-material producing countries are industrially underdeveloped 
areas which have only recently obtained their sovereignty and still retain a strong 
suspicion of the motives of the large industralized consuming countries. 

(b) They feel that the arrangements tend to be one-sided in that correspond- 
ing international action is less feasible and less likely to occur in the case of the 
manufactured goods they import than in the raw materials they are asked to 
export. 

(c) Most world production and trade is still carried out by private enterprise, 
and many governments do not have the political power to impose on private 
producers the restraints required for full cooperation in an allocation plan. 

(d@) Some important producing countries are geographically so situated as 
to be vulnerable to attack by the Soviet bloc and are reluctant to participate 
actively in any form of cooperation that can be interpreted as an unfriendly 
gesture toward the Soviet. (Fnd of confidential.) 


IIIT. Present international efforts in the field of international allocations 


Two more or less permanent international organizations and an international 
conference specially called for the purpose have been doing the spade work in 
the field of raw material distribution. 

(a) In the second half of 1950 the Organization for European Economie Coop- 
eration addressed itself to the problem that was being created by raw materials 
shortages and high prices throughout the world and the danger that this situa- 
tion created for the European countries, particularly in affecting their ability 
to carry through their shares of the defense production program. The Organiza 
tion requested its vertical committees to study the world supply situation in 
individual commodities, with particular reference to the requirements of Western 
European countries, The reports of these technical committees, coupled with the 
work of the OKEC Council, helped to focus the attention of principal countries 
on the necessity for some sort of international action. 

(b) The North Atlantic Treaty Organization has also devoted some study 
to the problem, particularly with relation to the materials needed for the actual 
defense-production programs of the treaty countries. In view of the confidential 
nature of military plans and of the production programs required to support 
them, that Organization must necessarily be the focal point for a detailed exami- 
nation of material requirements arising out of defense production programs and 
the point at which the countries in the NATO can satisfy themselves as to the 
military needs of other countries within the group. 

(c) It quickly became apparent that these regional organizations were inade 
quate for the solution of problems that were obviously global in character. 
International machinery in which other producing and consuming countries 
could participate was essential if any really effective international action in 
the field of raw materials was to be achieved. For this reason, the Governments 
of the United States, the United Kingdom, and France decided together to take 
the initiative in convening a special international conference to deal with this 
problem. This effort culminated in the International Materials 
which is now in session in Washington, D. C. 
described in IV below. 


cf. 


Conference 
Its structure and functions are 





The International Materials Conference 


1. The Central Group.—The three-sponsoring governments at first constituted 
themselves as a temporary Central Group to take the responsibility for conven- 
ing international committees to deal with particular commodities in world short 
supply, and, in this joint capacity, issued invitations for the first seven com- 
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mittees to be formed. The Central Group was subsequently enlarged to include 
not only the three original sponsors but also representatives from: the Organi- 
zation for European Economic Cooperation, the Organization of American States, 
Canada, Italy, India, Australia, and Brazil. This Central Group has not only 
the responsibility for calling together such additional commodity committees 
as may be needed from time to time but also for providing and directing a 
secretariat to serve these committees and for facilitating the operation of the 
committees wherever possible. 

B. Commodity committees.—The commodity committees are virtually auton- 
omous bodies, free to consider any aspect of the problem of world shortages 
in the commodities concerned. They have no sanctions, however, and are em- 
powered only to make recommendations to governments. No government has 
delegated to a committee authority to decide for it how much of the commodity 
it must make available or how much it shall be permitted to consume. It is the 
function of the committees, however, to examine all possibilities for a better 
balancing of supply and demand, and it is their responsibility to devise solu- 
tions that will be acceptable to enough of the important producers and consumers 
of the commodity to achieve the necessary results. These committees are 
presently considering actions to increase total supplies, to reduce less essential 
consumption, to arrange for actual allocation of the total available supplies, 
and to encourage substitution of less scarce materials when practicable. 

The committees which have so far begun their work are: 

Copper-Zince-Lead Committee 

Sulfur Committee 
Manganese-Nickel-Cobalt Committee 
Wool Committee 
Molybdenum-Tungsten Committee 
Cotton and Cotton Linters Committee 

In addition, invitations have been issued to a Committee on Pulp and Paper 
which is expected to hold its first meeting before the end of April. 

The Central Group, in issuing the initial invitations for commodity committees, 
attempts to form a committee which will include countries producing most of the 
free world’s supply of the commodity and also the most important consuming 
countries. At the same time, it attempts to keep the size of each committee 
down to a level which will enable it to operate efficiently. Since this arrange- 
ment necessarily excludes many countries of the free world which have a vital 
though quantitatively limited interest in the commodity, either as producers or 
consumers, each committee has adopted rules of procedure under which non- 
member countries have an adequate opportunity to make known their require- 
ments and to present their views in writing and, where necessary, in special 
committee meetings. 

C. Coordination within the United States Government.—The United States 
member of the Central Group of the International Materials Conference, Mr. 
Edwin T. Gibson, Deputy Administrator, Defense Production Administration, is 
responsible for coordinating the work of the United States members of the various 
commodity committees. He holds frequent meetings of the United States mem- 
bers and issues instructions to them where necessary. 

In adidtion, each United States member is advised by an interagency committee 
in which are represented those agencies of government concerned with foreign 
policy and operations as well as those agencies with a special interest in the 
domestic production or utilization of the commodity concerned. United States 
Government agencies represented in these advisory committees include: 

State 

Tariff Commission 

Interior 

Commerce 

Federal Supply 

Munitions Board 

Defense Production Administration 
Economic Cooperation Administration 
Commerce 

Labor 

Atomic Energy Commission 

Geological Survey 

Agriculture 

Economie Stabilization Administration 
National Production Authority 
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National Security Resources Board 

Treasury 

Defense 

The United States member of the Central Group, himself, looks for guidance 

on major policy problems to the executive committee of the Committee on 
Foreign Supplies and Requirements, which advises the Director of Defens: 
Mobilization in the foreign policy aspects of the entire mobilization program 
The agencies represented in the FSRC are: 

Defense Production Administration 

Department of State 

Department of Treasury 

Department of Defense 

Department of the Interior 

Department of Agriculture 

Department of Commerce 

Department of Labor 

Economic Cooperation Administration 

General Services Administration 

White House 

Economic Stabilization Agency 

Export-Import Bank 

Office of Defense Mobilization 


B, SPECIFIC QUESTIONS 


The following answers are suggested in case certain questions are raised. It 
is not suggested that witnesses volunteer any of the information given below. 
In some cases these answers may be given in open session but many of the 
answers, designated ‘confidential,’ should be presented only in executive 
session. 

1. Why have no international commodity committees been formed in tin 
and rubber? 

(@) Unclassified: There have already been informal discussions with a num- 
ber of the interested countries as to the possible usefulness of commodity com- 
mittees for rubber and tin. If these discussions should reveal that there is a 
good chance of the commodity committees succeeding, such committees will 
undoubtedly be formed. There is nothing final about the present list of com- 
modity committees. 

(b) Confidential: Tin is in world short supply or surplus depending upon 
the rate of our own consumption and stockpiling. We recently called to Wash- 
ington representatives of the principal tin metal producing countries in order 
to explore the possibility of negotiating a successful international allocation 
agreement. While these discussions were under way, the United States Govern- 
ment decided that more immediate and more drastic action was necessary in 
order to bring current supplies and requirements more nearly into balance and 
to stop the speculative wave of tin buying which, combined with our own heavy 
buying and that of other countries, had driven the world price to record levels. 
It was decided, therefore, to suspend stockpile purchasing and to initiate domes- 
tic controls on the use of tin. These measures have already had some beneficial 
effect on tin prices. 

The decision by the United States to reduce its tin purchases was based on 
a careful consideration of strategic factors and our ability to ride out a crisis 
on the basis of the stocks of tin now in the country. The same decision affected 
our own view as to the necessity for an early allocation agreement. Since the 
producing countries had agreed only reluctantly to consider allocations and 
were not prepared to enter into an allocation agreement without some long-term 
assurances from the United States concerning the future stability of tin prices, 
it appeared to be to our advantage to terminate the discussions, 

Our desire for an allocation agreement in the case of rubber is considerably 
greater than in the case of tin. A United States delegation is currently dis- 
cussing with rubber-producing countries the possibility of such an agreement. 
While the producing countries are naturally reluctant to enter into one, with the 
resultant restraints on their private producers and traders, we still hope that 
we can induce them to cooperate. It may be that this cannot be accomplished 
unless the producing countries reecive some assurance concerning their future 
markets. One assurance they have already asked for is that after the period 
of shortage, they will not be permanently faced with competition from an artifi 
cially supported synthetic-rubber industry. The discussions have not gone far 
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enough to determine whether such assurances as the producers may require can 
or should be given by the United States. 

2. Will allocation agreements keep goods from the Soviet bloc? 

(a) Confidential: It is hoped that an important byproduct of the international 
commodity committees will be to reduce shipments of the commodities concerned 
from the free world to the Soviet bloc. In order to obtain the maximum coopera 
tion, however, of producing countries all over the world, it has been necessary to 
avoid any such political orientation for this conference as exists, for example, in 
the case of NATO. Some of the most important raw material producing countries, 
such as India and Indonesia, are geographically so vulnerable to outright attack 
by the Soviet or to infiltration by Soviet agents that their governments are 
naturally reluctant to participate in any organiaZtion aimed against the Soviet 
bloc. The major purpose of the commodity committees is to obtain the most 
efficient distribution of the raw materials available to the free world. A sub- 
sidiary purpose, of course, is to increase the total amount available, and this 
necessarily means to limit so far as possible the flow of any such commodities 
outside of the free world. In this sense, it may be posible to reduce the total 
supplies received by the Soviet bloc as a direct result of committee action but 
this secondary purpose should not jeopardize the accomplishment of the principal 
objective. 

3. What is the attitude of other countries toward allocations in the Inter- 
national Materials Conference? 

(a) Unclassified: The United States and other sponsoring governments ob- 
tained universally favorable responses to invitations to participate in the Cen- 
tral Group of the International Materials Conference and almost universal 
acceptance of invitations to participate in the commodity committees. It is too 
early to say whether these first indications of cooperation will result in the 
actual conclusion of allocation agreements, which are complicated and difficult 
and raise many problems. 

(0) Confidential: 

1. Out of some 30 countries which were invited to participate in 1 or more of 
the commodity committees, only 3 have failed to accept the invitations. The 
others have indicated that their answer must be deluyed for one reason or 
another. 

2. Many producing countries are showing considerable reluctance about enter- 
ing into allocation agreements. There are a number of reasons for that relue- 
tance : 

(i) Fear that they would be accepting restraints on the prices of the prin- 
cipal goods they sell while no similar restrictions exist on the cost of the 
goods they buy. (Because manufactured goods do not lend themselves 
easily to international allocations, all of the committees so far formed deal 
with materials in raw or semiprocessed form. ) 

(ii) Some suspicion of the motives behind the conference since it was 
initiated by the world’s three largest consuming countries. 

(iii) The belief that consuming countries, having obtained the advantage 
of an allocation agreement during time of shortages, will take advantage of 
the first period of surplus to drive prices disastrously low. 

(iv) Vague fears that obligations undertaken under allocation agreements 
may somehow interfere with the long-term economic-development. programs 
which the underdeveloped countries consider essential to their future well- 
being. 

3. No committees have as yet reached the stage of actually negotiating an 
allocation agreement, so it is too early to predict whether the fears mentioned 
above can be overcome and the cooperation of the producing countries obtained. 

IV. What will the United States have to do to obtain agreement by producing 
countries to allocation agreements? 

A. Confidential: It is too early to answer this question precisely. In some 
cases it may not be necessary for the United States to offer any specific induce- 
ment other than its general assurance that it will make United States supplies 
available on an equitable basis to other countries to meet their essential needs 
and that less essential consumption in the United States, as well as elsewhere, 
will be cut back on the basis of the principle of relative equality of sacrifice. 

It is possible however that these general assurances will not suffice, partic- 
ularly where important producers of the commodity are undeveloped countries 
which are almost entirely dependent for their revenues on exports of the com- 
modity concerned. As already indicated, they may want some assurance that the 
agreement is not merely establishing a ceiling price for their commodity without 
any comparable assurance against unduly low prices. In order to obtain ac- 
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ceptance of an allocation agreement it may be necessary for the United States 
and other consumers to agree to one or more of the following: 

(a) Some guaranteed floor price in the agreement. 

(b) Separate long-term purchase contracts covering a substantial part 
of the producers’ normal exports. 

(c) Acceptance by consumers of a longer-term commodity-control agree- 
ment for the stabilization of future prices through agreed action to reduce 
competition among exporting countries when the commodity is in surplus 
supply. 

(d) Some firm assurance that the United States will not dump its stock 
piles after the emergency. 

(e) Some assurances concerning the future purchasing power, in imports, 
of currencies accumulated during the period of short supply as a result of 
increased exports. 

V. Isn’t it true that United Kingdom opposition caused a breakdown in recent 
tin discussions looking toward allocation? 

(a) Confidential: There was no enthusiasm for allocations among any of 
the producing countries and the United Kingdom, because of its interest in 
Malaya, generally took the same position as other producers. (For further 
reasons why the discussions led to no specific action see B—I-b). 

VI. Shouldn’t we make greater use of our bargaining power to withhold 
supplies of the materials we control from countries that don’t play ball with 
us on materials they control? 

(a) Confidential: Whether the United States should bargain with the ma- 
terials it controls for the materials it must import is a question that has been 
given most careful consideration within the Government. There is general 
agreement that, all other considerations aside, the United States economy would 
fare no better, if indeed as well, under a system in which we barter what we 
can export for what we wish to import, as opposed to one in which we cooperate 
in the fair distribution of our supplies in return for receiving our equitable 
share of supplies controlled by others. The United States is prepared to barter 
its general cooperation with other nations in return for their general cooperation, 
but considers that with respect to specific materials it should, as much for its 
own protection as for other reasons, adhere to the concept of fair sharing 
among free nations on the basis of relative needs. If the United States 
were to give this concept any less than its full support, it could not resist the 
tendency, already somewhat evident among the countries with which it trades, 
to hold out on the supplies which this country needs until demands for specific 
materials and manufactures, in exchange, are met. If a situation in which 
bilateral barter deals where the rule were allowed to develop, the United States 
would have either to pay heavily, in terms of a quid pro quo, for its imports 
or adjust to costly delays in deliveries while satisfactory trade arrangements 
were being negotiated. There would not necessarily be any increase in the 
volume of our imports of scarce materials. 

For these reasons, the United States would be ill advised to hold back from 
international allocation agreements because they might restrict our freedom 
of action in disposing of our export availabilities. Furthermore, our ability to 
regulate shipments of materials to noncooperative countries will not necessarily 
be impeded by any international allocation agreement. The commodity com- 
mittees have not been set up to provide for the needs of all countries, but only 
the allied and friendly countries of the free world. Countries which would 
deny the United States access to their raw materials would commonly be more 
or less uncooperative with other nations of the free world and as such would 
forfeit their right to receive favorable treatment in the allocations of materials. 
A further safeguard exists in that the definition of essentiality which will be 
followed in determining what civilian requirements have prior claim to avail- 
able supplies will give considerable weight to the contribution to the defense 
effort. This will provide a basis for reducing exports to noncooperative na- 
tions, except where political or military objectives dictate otherwise. 


Senator Martone. Document No. 48, Executive Office of the Presi- 
dent, Office of Defense Mobilization, papers on General Policy for 
the Guidance of United States Representatives at International Ma- 
terials Conference, which were issued by the Office of Defense Mobili- 
zation, indicate— 


* * * in general, however, it is difficult to place stockpile requirements as high 
as either the current military or the most essential civilian requirements * * * 
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er allowing for the most essential military and civilian requirements in the 
United States and friendly countries. 


We will make document 48 an exhibit in the record at this point. 
(The matter referred to is as follows:) 


EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF DEFENSE MOBILIZATION 
SECRETARIAT—FOREIGN SUPPLIES AND REQUIREMENTS COMMITTEE 


Subject: General policy for the guidance of United States representatives on 
IMC commodity committees 

Contents: (1) Terms of reference of the IMC commodity committees; (2) 
general interests of the United States; (3) order of priorities; (4) denial of 
materials to the Soviet bloc; (5) use of parallel domestic controls; (6) attitude 
toward quid pro quo proposals; (7) military and stockpile requirements data. 

Comments: This document is intended primarily for the guidance of the Ameri- 
can representatives on the IMC commodity committees. Since it represents 
greed policy as expressed through the ODM Foreign Supplies and Requirements 
Committee, it will also serve as a guide to other United States Government 
representatives both at home and abroad. 

Action: The attached statement of general policy was recommended by the 
American representative on the Central Group, IMC. It was approved by the 
Executive Committee of the Foreign Supplies and Requirements Committee and 
accepted by the Foreign Supplies and Requirements Committee. 

References : FSRC-—S-10, 11, 12. 


GENERAL POLICIES FOR THE GUIDANCE OF UNITED STATES REPRESENTATIVES ON IMC 
CoMMODITY COMMITTEES 


There follows a summary of certain policy problems with recommended 
United States positions in each case for the guidance of interagency working 
groups and the United States representative on each IMC commodity committee. 
These policies will undoubtedly need to be reexamined and supplemented from 
time to time. 

I. TERMS OF REFERENCE OF THE COMMITTEES 
Discussion 

The terms of reference of the committees in the original announcement made 
by the United States, United Kingdom, and France are very broad, namely; 

“* * * These commodity groups would consider and recommend to govern- 
ments the specific action which should be taken, in the case of each commodity, 
in order to expand production, increase availabilities, conserve supplies, and 
assure the most effective distribution and utilization of supplies among con- 
suming countries.” 

The most likely subjects for discussion in the committees are: 

(1) A survey of the world supply and requirements situation—with as 
much emphasis on the free world as is tactically possible, considering the 
membership of each committee. 

(2) An examination of possibilities for international action to increase 
production, 

(3) Consideration of possible action by individual governments to limit 
nonessential consumption domestically, 

(4) Consideration of the necessity and feasibility of international allo- 
cation and specific recommendations to governments as to how such 
allocations should be carried out. These recommendations may appro- 
priately include the amounts which the committees believe should be allo- 
eated, within a specified period, to each consuming country. 

If the United States wishes to discuss the level of foreign consumption, it 
must also be willing to discuss our consumption from United States production 
and imports, and our controls. We ca.,not reasonably take the position that 
the committees should consider only the quantities that we have ourselves 
declared available for export. 


Summary 


As a general rule, within the terms of reference of the sponsors’ announce- 
ment quoted above, United States representatives should not attempt to restrict 
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the field of discussion in the committees except where security considerations 
prevent giving the information involved. (The question of disclosing United 


States military and stockpile requirements is discussed later.) 


II. GENERAL INTERESTS OF THE UNITED STATES 


How far should the United States go in attempting to obtain the importatior 
of scarce commodities and to limit United States exports of such commodities? 


Discussion 


The primary objective of the United States representatives should be to obtain 
actions which will lend the greatest support to strengthening the free world, 
hoth to increase our chance of victory in the event of outright war and to 
discourage Soviet aggression. 

Realistically, the most effective distribution of scarce materials will allot a 
large proportion of the total to the United States. On the other hand, it would 
clearly not be in our interest to obtain all or even an unreasonable share of the 
available supplies of scarce commodities. This would not only hamper our 
industrial allies (e. g., Canada and Western Europe) in using their manpower 
and productive capacity for rearmament, but would threaten the economies of 
all friendly countries and have serious political consequences throughout the free 
world. 


Summary 


There is clearly no rule of thumb by which to determine the share of the 
total world supply that the United States should obtain in each case. United 
States representatives should constantly consider United States requirements 
and supplies available to the United States, and particularly that distribution 
Which will support the maximum effective strength for the free world. (Sus- 
taining Western Europe’s defense production or preventing revolution in parts 
of the free world may be as important as our own direct defense program.) 


IIT. ORDER OF PRIORITIES 


Since the United States representatives are not to assume that all United 
States requirements must come first, they should have further guides to effective 
distribution of scarce commodities. 


Discussion 


At the outset, it is evident that any set of absolute priorities by general classes 
of use would be unrealistic or at least premature. In general, however, top 
priority should be given to military requirements and directly supporting require- 
ments, whether for our own military forces or for the forces of the NATO 
countries and other countries actively collaborating in free world defense 
measures. 

Even the top priority for military requirements would have to be qualified if 
the quantity of supplies thus required would make it impossible to maintain the 
basic civilian economy of the United States and friendly nations. For this reason, 
essential civilian requirements should be considered as generally ranking second 
only to military and directly supporting requirements. In considering what 
civilian requirements are strictly essential, the test should be that of being 
necessary to maintain a level of goods and services in the United States and 
friendly countries which will permit the desired rate of defense production, 
prevent the growth of dangerous dissention, and promote effective civilian par- 
ticipation in the basic defense goals of the free world. 

In this connection, it should be recognized that foreign populations must have 
health, morale, and incentive to work and produce. The complete cessation, for 
example, of all longer term economic programs for undeveloped areas might 
generate a degree of ill will out of proportion to the importance of any materials 
this would save. 

Nor is the priority to be given to stockpile requirements, a matter for a single 
rigid rule. In some cases, current stockpiles may be so low that a priority close 
to military and directly supporting requirements and above most civilian re- 
quirements is justified. In general, however, it is difficult to place stockpile 
requirements as high as either the current military or the most essential civilian 
requirements. It should be the objective, nevertheless, of United States repre- 
sentatives to assure the largest possible availabilities for stockpiles, within the 
stockpile purchasing limits, after allowing for the most essential military and 
civilian requirements in the United States and friendly countries. 
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Much tact will have to be used by the United States representatives in dis 

issing this question for the reasons given in connection with direct military 
equirements and because many consuming countries consider our stockpile pur 

ises the principe! cause of current world shortages. In this connection, the 
United States representative should oppose any effort by other countries to 
characterize our stockpile purchases as the sole cause of the trouble. Our posi- 
tion should be that the United States stockpile is necessary not only in our own 
interests, but in the interests of other nations as well 

Some consuming countries will demand that they also be permitted to build 
up emergency stockpiles. The United States should recognize in principle that 
t does not have a monopoly on the need for stockpiles, but it should point out 
hat strategic considerations and the capacity of American industry clearly indi- 
cate that the largest part of such stocks should in most cases be carried in the 
United States. On the other hand, particularly in the case of consumer goods, 
some friendly nations with inadequate supplies within their borders may, because 

f vulnerability to blockade, require stockpiles not necessary in the United States. 

The position as to what stockpiles, if any, we would favor for other countries 
should be determined in the light of the particular commodity situation and in 
consultation with the Defense Department as to United States and NATO basic 
stratecy 

Che lowest priority of requirements is obviously that for nonessential civilian 
use. This may be considered as civilian consumption not required for the support 
of defense production, the basic economy, or civilian order. 

In reducing or limiting nonessential civilian consumption through controi 
processes, the principle of relative equality of sacrifice among countries should 
prevail; as regards exports from the United States, the application of this prin- 
ciple involves its use as a general criterion so as to bring about proportional 
reduction in nonessential domestic consumption, with adjustments to accommo- 
date extraordinary and special circumstances in individual countries 


Summary 

No single set of rules on priorities appears feasible of rigid application. Sub- 
ject to the qualifications above, however, the following general guides should be 
helpful: ordinarily military requirements and directly supporting requirements 
come first, followed closely by a few highly urgent stockpile requirements. Next 
would come those civilian requirements necessary to secure essential production, 
prevent serious unrest, and promote effective civilian participation in basic 
defense goals of the free world. Most stockpile requirements would rank below 
military requirements and the most “essential” civilian requirements. In re 
ducing or limiting nonessential civilian consumpton through control processes, the 
principle of relative equality of sacrifice among countries should prevail. 


IV. DENIAL OF MATERIALS TO THE SOVIET BLOC 


United States representatives may face the problem as to what consideration, 
if any, should be given directly or indirectly to the requirements of Soviet bloc 
countries in studies and recommendations relating to distribution. 


Discussion 


Not all the materials considered by committees are strategic to the Soviet bloe 
itself (e. g., manganese), but all are in short supply elsewhere and denial to the 
bloc will increase the free world supply. Accordingly, the United States seeks 
to reduce such shipments except where the two-way trade involved has a clear 
relative advantage for free world strength 

With this exception, United States representatives will oppose recommenda 
tions for the diversion of scarce commodities to the Soviet bloc. Even in these 
cases, the United States representative should attempt to avoid raising the issue 
directly in terms of shipments to the Soviet bloc and should concentrate on ob- 
taining agreement that all or virtually all of the exportable surplus of the pro- 
ducing countries should be included in the recommended allocation. If, at the 
same time, he can obtain a list of importing countries for the purpose of recom 
mended allocations which does not include Soviet bloc countries, he will have 
accomplished the objective without specifically demanding an embargo. Where 
committee members insist either on including Soviet bloc countries in the list 
of importers for allocations or on excluding from the allocation any substantial 
quantity of the available production and where opposition by the United States 
member may jeopardize larger objectives of the United States in the committee 
(e. g., by withdrawal of key nations), special guidance should be obtained from 
the United States member of the central group. 
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If a committee is clearly determined to recommend allowances for Soviet 
requirements, the United States representative should refuse to coneur in that 
part of any formal allocation (or equivalent) involving such requirements, 
Summary 


While avoiding, if possible, debate on the direct 


issue of shipments to the 
Soviet 


bloc, United States representatives will oppose recommendations that 
would have the effect of releasing scarce commodities to the bloc except where 
the two-way trade involved has a clear advantage for free world strength 
Where a committee is determined to recommend allowances for Soviet require 
ments in formal allocations (or equivalent), United States representatives 
should refuse to concur in that part of the recommendations relating to the 
Soviet bloc. If the effectiveness of a committee’s work is seriously jeopardized 
by opposition to the United States stand, the United States representative will 
consult with the United States member of the central group before proceeding 
further. 
















V. USE 


OF 





PARALLEL DOMESTIC CONTROLS 





One of the devices for possible international action will be the adoption of 
agreed principles for the reduction or elimination of nonessential use of the 
commodity. Should the United States representative attempt to obtain controls 
elsewhere paralleling our own? 











Discussion 


If a complete allocation system is devised, each country will have an incentive 
to use a commodity in a manner which is most beneficial to its own economy 
Therefore, pressure for the adoption of conservation controls would be less 
urgent than in cases where a full allocation system is unlikely to be achieved 
soon 

Where early allocation does not seem likely, the United States representative 
should make a special effort to obtain recommendations from the committee 
which would result in the reduction of nonessential consumption among the 
participating nations. It is apparent, however, that differences in the industrial 
practices and general economic pattern from country to country will generally 
preclude controls exactly parallel to those of the United States.2 (The United 
States, moreover, might find it difficult if not impossible to duplicate the con- 
sumption pattern of most other countries if these countries were to formalize 
by regulation levels of consumption already more austere than that of the 
United States.) 

Whether allocations are used or not, United States representatives should 
promote conservation by free-world nations both by governmental measures and 
the stimulation of private efforts, with intergovernmental exchange of technical 
information to facilitate both. 


Summary 















United States representatives should encourage conservation efforts, both 
governmental and private, and the exchange of technical information and 
assistance to facilitate both. Where it appears that allocation is going to be 
impracticable or long delayed, the United States representative should place 
increased emphasis on the adoption of agreed principles governing domestic 
controls in individual countries for the reduction of nonessential consumption, 


but should not ordinarily insist on regulations identical to those in the United 
States. 











VI. ATTITUDE TOWARD QUID PRO QUO PROPOSALS 











One of the most difficult problems for United States representatives, both 
inside and outside committee meetings, will be the attempt by producing coun- 
tries to obtain United States guaranties (or those of other industrialized nations) 
in exchange for their cooperation. 

Discussion 


It is already evident that some producing countries will want to “horse- 
trade” particular commodities against specific assurances from the United 





















1Parallel measures will be important in the case of specific products where United 
States domestic controls may place United States firms at an unfair disadvantage in the 
United States with foreign Comepar seers. This will be controlled by United Sates import 


measures, however, and will probably not come up for discussion in the committees. (See 
FSRC, doc. 8.) 
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States, particularly assurances as to export licenses and priorities. Explicit 
guidance in this situation is difficult because of the wide variety of circum- 
stances which may surrcund any specific demand, 

In considering quid pro quo proposals, a distinction should be made between: 

1. Proposals to trade quotas on specific quantities of one commodity against 
specific quantities of another. 

2. Other quid pro quo proposals. 

The starting point in replying to quota-for-quota suggestions will be the basic 
attitude of the United States favoring the widest degree of fair sharing, or 
give and take, among the nations of the free world. The relative needs of all 
countries, including the United States of America, must be appraised with equal 
fairness both in cases where American exports are sought and in cases where 
American needs are to be met. 

Generally, encouragement should not be given to the first type of proposal. 
This kind of bargaining would prejudice our basic concept that scarce materials 
must be distributed on the basis of demonstrated needs and on the basis of 
equality of sacrifice in the case of less essential requirements. To conclude a 
bargain of this kind would set off a chain reaction of bilateral barter deals that 
could only result in unfair quantities going to countries who happen to have 
bargaining power, an inefficient distribution of scarce materials available to the 
rest of the free world and the development of disruptive friction among the 
countries opposing Soviet aggression. 

If insistence on this point threatens to jeopardize major United States objec- 
tives in a committee, the United States representative will, of course, seek 
further instructions from the United States member of the central group. 

Our attitude toward other quid pro quo proposals must depend on circum- 
stances. Such demands may be in multiple or general terms. They may range 
over such topics as price agreements, protection from inflation in the United 
States, long-term contracts, financial guaranties, and facilitating authorized 
United States exports. It is difficult at this stage to appraise how much such 
assurances will require consideration in the committees and how much can 
be left for consideration for bilateral negotiations along the usual lines and 
outside the IMC framework. 

As a cardinal principle the United States representatives must avoid promises 
on which they may not be able to deliver. Although it is understood that no 
representative will be called upon to commit his government, anything approach- 
ing a promise is likely to be held in the future as a commitment. Long-term 
promises, particularly, may prove dangerous and result both in a serious accu- 
mulation of liabilities and an exhaustion of future freedom of action and 
bargaining margin. 

Ordinarily negotiations of bargaining character can best be conducted on 
a bilateral basis and not in session with a number of nations. In each case, 
it should be emphasized that the United States representative must have the 
concurrence of the United States agency or agencies with chief responsibility 
(e. g., procurement, financial assistance, etc.) or in many cases depend on them 
for the concrete negotiations. 

While the formation in the IMC of individual autonomous commodity groups 
complicates the problem of negotiating in one commodity group to secure co- 
operation in another, it by no means precludes it. It is here that teamwork 
“seross the board” of United States representatives to the various committees 
is indispensable. The regular or special meetings of the representatives with 
the United States member of the central group provide an established means 
for such joint consultation. 

In addition, the following should be noted: 

1. The United States is willing to bargain its general cooperation with other 
nations in return for their general cooperation. 

2. Under the allocations priorities guidance discussed earlier, the United States 
can pledge positive support for those United States exports directly related to 
the production of strategic and critical materials for the use of the free world. 

8. In the case of seriously noncooperative nations, the priorities discussed 
would automatically apply to lower the export of scarce materials to those 
nations, except where political or military objectives dictate otherwise. 

4. Some priority and other assistance in selected cases for commodities not 
under allocation or quota is feasible without setting off a chain reaction. Re 
quests for assistance on particular orders likewise can be passed on to the 
appropriate authorities for consideration. 
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Summary 


United States representatives must avoid what are, or might be construed to 
be, promises on which they may not be able to “deliver.’ Ordinarily bargaining 
of any quid pro quo nature is best suited to bilateral negotiations within, of course, 
the spirit and limitations of multilateral agreement. “Across-the-board” bargain 
ing will principally be reviewed by the United States member of the central group 
in conference with the United States representatives on the commodity com- 
mittees, 

The United States will not bargain on the distribution of export quotas. The 
allocation of supplies to the free world must be founded on demonstrated re- 
quirements and relative contribution to the strength of the free world. This 
principle should not be compromised by giving one cooperating nation a preferred 
position over other cooperating nations merely because of its greater bargaining 
acumen or power. The United States will bargain general cooperation for 
general cooperation. It will press priorities and allocations for projects directly 
related to defense production. Seriously noncooperative nations will be penalized 
in the battle for priorities and allocations. 


VII. MILITARY AND STOCKPILE REQUIREMENTS DATA 


As most of the committees begin to examine the immediate and prospective 
comodity situations, the question will arise as to the extent to Which the United 
States representative should give data on United States military and stockpile 
requirements 

It is recognized that close security control of any information given these 
committees is not feasible, both because of the large number of nations involved 
and the “neutral” position of a few. It is likewise true that any leakage of 
such information to producers might in some cases have an adverse effect upon 
the terms of future procurement. 

On the other hand, if the United States expects to participate in a critical re 
view of other nations’ requirements, it can hardly restrict the figures it furnishes 
to civilian requirements or an overall lump sum. In fact, if the United States 
is unwilling to discuss even its immediate procurement plans to some extent, 
the international conferences would appear to be doomed to at best very partial 
benefits or, more probably failure. 

On most items, foreign intelligence sources can figure with fair accuracy our 
military requirements, given a publicized manning schedule and the objectives 
of procurement plans for some major items. In general, this Nation has rather 
openly revealed to the world the broad outlines of its immediate rearming plan. 
Moreover, inadvertent disclosures and relatively complete trade figures have 
already revealed the general proportions of stockpile procurement. Finally, it 
is an open question whether a disclosure of immediate procurement objectives 
would be any more harmful to prices and other procurement negotiations than the 
current combination of some figures and some rumors. 

Accordingly, as a general rule, the following should guide United States repre- 
sentatives. (Where unusual circumstances prevail for an individual commodity 
or where other major considerations arise, United States representatives should 
check back with the United States member of the central group for further 
instructions. ) 

1. United States representatives should not disclose either the current stock- 
pile status or ultimate stockpile objectives. 

2. Information on military requirements and stockpile programs for the im 
mediate period ahead (not more than 1 year in advance) should be provided 
only if, when and to the extent necessary to further United States objectives in 
the conferences. Only general justification should be offered, bearing in mind 
item No. 1 above and the need to avoid any disclosures on rearmament and man- 
ning plans that have not been made public. 

3. United States representatives thus are generally authorized to submit figures 
as required on United States civilian requirements, lump sum figures as required 
on military requirements for a period not exceeding 1 year ahead, and lump sum 
figures on the stockpiling program for a period not exceeding 1 year ahead. Such 
information should be so phrased as not to constitute a commitment to buy any 
specific amounts. It may be expressed either in terms of the minimum require- 
ments it is felt must be met—or a range extending from these figures to amounts 
of what we would like to buy if satisfactory arrangements can be made. 
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4. In the preparation of such figures the United States representatives will, of 


course, work closely with the interagency advisory groups and, particularly, 


Munitions Board members as regards security aspects. 


Senator Matone. This is a letter to Secretary Marshall from James 
E. Webb, Acting Secretary. Acting Secretary of State? 

Mr. Evans. Yes. 

Senator Matone. March 2, 1951. The attachment was revised by 
the international trade policy and economic resources group in the 
State Department on the Truman-Pleven talks of January 29 and 30, 
1951. It shows the United States position. They advise the guaranty 
of maximum price and minimum price. 


DEVELOPMENT OF ATLANTIC COOPERATION WITH A VIEW TO COMBATING MORE 
EXFFECTIVELY RISING PRICES AND INFLATION 


United States position: We believe the most effective international action 
that can now be taken is to work out agreements for international allocation 
of raw materials in short supply and for coordination of domestic programs for 
reducing unessential consumption. Such agreements might also include the 
guaranty by producing countries of maximum prices, in exchange for similar 
guaranties of minimum prices. These arrangements would be worked out 
through the commodity committees described in paper 5/2. The United States 
has no present plans for dealing internationally with rising commodity prices 
except what may be accomplished through these commodity committees. 

This was the International Materials Conference operating ? 

Mr. Evans. Yes. This referred to the International Materials 
Conference before it was actually formed. 

Senator Martone. Then we will simply submit this as an exhibit. 

(Document No. 7 is filed with the subcommittee but is not to be 
included in the record.) 

Senator MaLone. These are three documents, 34, 51, and 51—A. 
They describe the allocation of copper and indicate that the United 
States was getting about the same amount of copper as it received 
before, and goes into some detail. 

We will make each of these papers mentioned, Nos. 34, 51, and 51—A, 
each an exhibit and they are to be placed in the record at this point. 

(The matter referred to is as follows:) 

Marcu 1, 1952. 


FiscaAL YEAR 1953 MUTUAL SECURITY PRESENTATION 
INTERNATIONAL ARRANGEMENTS FOR THE ALLOCATION OF SCARCE MATERIALS 


The attached paper prepared by State, MSA, and DPA, is a briefing paper for 
the use of agency witnesses at the House and Senate committee hearings in 
connection with the 1953 program. The subject of this paper covers item 7 
of the assignment list circulated in the annexes to MS D-105. 

CHARLES T. Lioyp, Secretary. 


INTERNATIONAL ARRANGEMENTS FOR THE ALLOCATION OF SCARCE MATERIALS 


NEED FOR INTERNATIONAL ALLOCATIONS 


International allocation of scarce materials emerged as a primary need in 
the months following the Korean invasion. Without it, there was something 
approaching chaos in world markets. Prices shot up, as buyers tried to outbid 
one another, and supplies too often moved to speculators and manufacturers of 
nonessential products, leaving producers of essential goods unable to cover their 
raw material requirements. 

It was clear that such a maldistribution of supplies would make if physically 
impossible to carry out the common defense program while maintaining a healthy 
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civilian economy. Also, rising prices, if allowed to go unchecked, would im 
measurably add to the cost of the common defense program and diminish the 
contribution which we and others could make to it. 





ORGANIZATION OF THE INTERNATIONAL MATERIALS CONFERENCI 








The possibilities of using an existing intergovernmental organization, such as 
NATO or OEEC, for the emergency allocation of scarce materials were investi 
gated by interested governments. It was quickly apparent, however, that the 
geographic coverage of these groups was too limited, considering the worldwide 
pattern of trade of many scarce materials, and that an ad hoe organization in 
which all free nations could participate was required. 

Early in 1951, the United States, United Kingdom and France jointly invited 

other governments to participate in formation of the International Materials 
Conference which would consist of a central group and a number of autonomous 
commodity committees. The latter would “consider and recommend to govern- 
ments the specific action that should be taken, in the case of each commodity, in 
order to expand production, increase availabilities, conserve supplies, and assure 
most effective distribution and utilization of supplies among consuming coun 
tries.” While it was not the intention that all international action on raw 
materials shortages would have to be handled within this organization * the plans 
for IMC structure were drawn along flexible lines so that the organization might 
deal with any raw materials, other than food and petroleum, in which shortage 
problems developed. 
COMMODITY COMMITTEES 
Seven commodity committees were established, covering: copper, lead, zine; 
sulfur; cotton and cotton linters; tungsten and molybdenum; manganese, nickel 
and cobalt; wool; and pulp and paper, These were the commodities that ap- 
peared to require immediate attention. Additional committees can be formed, 
as needed, upon initiative of the central group. 

For efficiency in operation, the membership of each committee has been 
limited to those countries of the free world which are important producers and 
consumers of the commodities concerned. The membership, ranging for indi- 
vidual committees from 11 to 16 countries, represents from 80 to 90 percent of the 
producing and consuming interests of the free world. Twenty-eight countries 
are represented on one or more committees. By virtue of their importance as 
industrial nations, the United States, United Kingdom and France and Germany 
have qualified for membership on all committees. Details on membership are 
given in annex A. 

Nonmember countries participate indirectly in the work of the committees. 
They are asked to file questionnaires on their supplies and requirements and, 
if they wish, may appear before the committees to explain their needs, Recom- 
mended allocations make provision for nonmember requirements. 

The individual committees began their work during the period from February 
26 to April 30,1951. Initially, their attention had to be concentrated upon organi- 
zational matters and upon the assembling of basic data on supplies and require- 
ments. By the third quarter, however, two committees had completed their 
evaluation of the supply-demand position and reached agreement on quarterly 
allocations of three commodities—sulfur, tungsten, and molybdenum. In sub- 
sequent quarters, recommendations for allocations of these same commodities 
and copper, zinc, nickel and cobalt have been made. In addition, there have 
been recommendations for four emergency allocations of newsprint. Further 
allocations of these 8 commodities are being negotiated. 

The review of the supply position of most other commodities under the IMC 
has shown supply and demand in approximate balance, or nearly enough so as to 
remove the need for allocations. In only one case, wool, has there been any 
lack of agreement among the committee members as to whether some interna- 
tional agreement on distribution was needed. 

The committees have also paid attention to the possibilities of increasing 
production and conserving supplies and have recommended measures to govern- 
ments on these matters in a humber of cases. Outstanding in this respect has 
been the work of the Sulfur Committee and of a Joint Subcommittee on Utiliza- 


1 Tin and rubber, for instance. were being dealt with by other international groups and 
were, therefore, not brought under IMC. Coal, which is a European problem chiefly, has 
been allocated by the joint efforts of the OEEC and ECE Coal Committees. 
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on formed by the Manganese-Nickel-Cobalt and the Tungsten-Molybdenum 
Committees. 
rhe committees’ terms of reference do not list direct action upon price as one 
yf their functions. Such action is not precluded, however. The first quarterly al 
cation of tungsten established a range of minimum and maximum prices that 
would be observed by participating countries in spot purchases. Although a 
mparalle provision on prices has not been included in subsequent aliocations, 
e range of prices set in the first allocation has been generally adhered to in 
sequent quarters. The Tungsten-Molybdenum Committee also worked out a 
posal for a long-term agreement among producing and consuming countries 
ich included price provisions. This proposal was not in the end accepted by 
interested countries. 
the IMC’s chief contribution in regulating prices has been an indirect one 
The mere restoration of order in world markets and the limiting of competition 
supplies has been a major moderating influence upon world prices. 
fhe highlights of the work to date of each committee is given in annex B. 


CENTRAL GROUP AND SECRETARIAT 


Che central group is comprised of representatives of the United States, United 
Kingdom, France, Canada, Italy, Brazil, Australia, and India and of two regional! 
organizations, the Organization of American Stites and the Organization for 
European Economic Cooperation. Its functions are to organize new commodity 

imittees, as needed; to supervise the secretariat; and, in general, to service, 

ough not to supervise, the work of the commodity committees. The autono 
us status of che commodity committees is respected and any official contacts 

f the central group and the commodity committees are only for the purpose of a 

oluntary exchange of views, or consultation on procedural problems. 

Participating governments and regional organizations contribute the personnel 
hat make up the IMC secretariat. Its function is to perform certain essential 
services for the commodity committees, including the committee secretaries, 

ugh providing assistance in the gathering and compilation of statistical data, 
and various clerical, secretarial, translating and interpreting facilities. 

One other important function of the secrettariat is to handle publicity for the 
IMC. It has been the policy to make public all decisions and actions of the sev 
eral commodity committees, for the sake of an adequate understanding of the 
IMC in both member and nonmember countries. Information on recommenda 
tions for allocations and all other formal committee actions is promptly released 
to the press. In addition, weekly information bulletins are issued, which repeat 
this information and summarize the status of work in all committees. Periodic 
reviews of the work of the committees and of the nature of the problems with 
which they are dealing are also put out. 


RESPONSIBILITIES CONCERNING UNITED STATES REPRESENTATION IN THE IMC 


lhe responsibility for supervising United States activity in the IMC has been 
placed in the Defense Production Administration by an ODM directive, dated 
February 27, 1951. The Deputy Administrator of DPA serves as the United 
States representative on the IMC central group: in consultation with the Secre- 


t 


ry of State, selects the United States representatives on IMC commodity com- 
mittees ; directs and controls these representatives under general guidance of the 
Director of Defense Mobilization; and transmits recommendations of the IMC 
to the Administrator or to the Director of Defense Mobilization, as appropriate. 

The United States delegates to the individual commodity committees have been 
drawn from several agencies. They are selected on the basis of their qualifica- 
tions for conducting the negotiations and for their knowledge and background 
in the specific commodity. They speak for the United States Government, not 
their respective agencies. Each representative is regularly advised by an inter- 
agency committee. He receives his instructions from DPA and is answerable 
to the DPA for the results of his negotiations. 

Formal action by the Government of the United States in accepting a recom- 
mendation of an IMC committee is taken by the DPA with the advice of interested 
agencies, As a practical matter, the acceptability of a proposal to the United 
States is established prior to final action by an IMC committee, under the proce- 
dures followed by DPA in instructing the United States representatives. 
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PUBLIC ATTITUDES TOWARD IMC 


In recent months the IMC has been receiving considerable commendation from 
trade and financial writers here and abroad. Its accomplishments in restoring 
order to world commodity markets and in eliminating panic buying, speculating 
and spiraling prices, have been widely noted. Tacitly or otherwise, the principle 
of equitable sharing has been accepted by much of the trade press and the IMC is 
considered to have rendered a valuable service because it has made it possible 
for the United States and others to have their fair share of scarce materials, at 
fair prices. 

In recent weeks, on the other hand, a vigorous attack upon the IMC has been 
made by Senator Ferguson of Michigan. Specifically, Senator Ferguson has 
charged that the IMC’s allocation is responsible for the shortage of copper that 
is requiring a cutback in automobile production and creating unemployment in 
Detroit He has also singled out the IMC’s allocation of newsprint for criticism, 
charging that United States publishers are being denied newsprint supplies and 
that a voiding of contracts between the publishers and Canadian newsprint pro 
ducers is being forced by the IMC. He has warned that similar action in other 
commodities is planned. 

Senator Ferguson has characterized the IMC as a “cartel” set up by Secretary 
Acheson, in cooperation with the British and French, to divide the world’s mate- 
rials and redistribute standards of living. He has charged that it has been 
created in secrecy and without authority from Congress, and that United States 
participation is carried out without consultation with consumers, labor or 
industry. 

DPA and the Department of State have answered Senator Ferguson on these 
points, emphasizing, among other things, that the IMC only recommends to 
governments and that the demands of the stabilization program are the root of 
the difficulty in copper. Senator Ferguson has since repeated many of his charges, 
however, demanding that the United States refuse to accept IMC 
recommendations. 

This controversy can be expected to spill over into the congressional con- 
sideration of the mutual security program, particularly since part of Senator 
Ferguson’s attack involves the charge that MSA is subsidizing foreign purchases 
of copper at as much as 50 cents per pound, when United States buyers cannot 
pay more than 24% cents (the figure is actually 27% cents for foreign copper). 

In addition to this important opposition to the IMC, there has always been 
some opposition to the multilateral approach to raw materials problems, which 
some feel is less beneficial to the United States than a system of bargaining 
with our superior purchasing power and our exportable supplies would be. 

From the foregoing, it appears that answers to the following specific questions 
may be required. 

1. Question. Under what authority does the United States participate in the 
International Materials Conference? 

Answer. The authority under which the United States Government can accept 
and carry out recommendations of the IMC is the President’s authority to 
allocate materials and facilities, given by the Defense Production Act. The 
authority for the United States Government’s participation in IMC derives from 
the President’s general authority to negotiate with other countries in furtherance 
of our foreign policy. 

2. Question. Has there been any secrecy about the formation and operations 
of IMC? 

Answer. No. There has been full publicity about every step taken in the 
formation of the IMC and about the actions of the individual commodity com- 
mittees. The plans for formation of the organization were announced in a joint 
communique of the United States, United Kingdom and French Governments of 
January 12, 1951. The Conference was organized in February and March 1951. 
Since February 26, its secretariat has been issuing press releases on actions 
of the IMC, to a total of 59 by February 4, 1952. Since April 27, there have also 
been weekly information bulletins which report the actions of the committees 
and central group and summarize the status of their work at the end of each 
week. 

Because Senator Ferguson has recently pointed out that press releases aré 
not an entirely satisfactory publicity medium, it might also be mentioned that 
the trade press here and abroad has reported on the IMC regularly and at some 
length, and that the Department of State and other agencies have made various 
public reports on the IMC. 
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3. Question. Is not the IMC “a socialistic scheme to raise living standards 
in other lands by lowering the American standard of living,’ rather than a 
defense plan? 

Answer. No. It is not possible to raise living standards in the present period 
of shortages and rearmament and there is no thought on the part of the United 
States or other IMC participants that this should be a function of the organi- 
zation. The IMC is, however, definitely concerned with maintaining essential 
civilian production and services throughout the free world as well as supporting 
the military production program. 

There is nothing sinister in this fact. For the same reasons that we must 
try to have both guns and butter in the United States in this gray period, it is 
mportant to us that other free countries remain on a guns and butter basis. 

(1) They are at least as susceptible as the United States to the economic, 
social, and political forces which break down the ability to support a possible 
war effort when the essential civilian economy is impaired. 

(2) In the underdeveloped countries and some others, there is a threat 
of Communist advances from within which is of quite as serious concern 
to the rest of the free world as the threat of Soviet military aggression. 
It is not the strategy of our security program to build up the military 
defenses of the free world while dropping the guards against Communist 
subversion. 

(3) Many foreign countries are sources of raw materials on which the 
United States depends. Their ability to continue production and shipment 
of these materials must be protected, in our own most narrow interest. 

{. Question. Is there adequate consultation with industry on IMC actions? 

Answer. Yes. Whenever feasible, the United States representative on a com- 
modity committee is an official of the National Production Authority industry 
division concerned with that commodity. If the representative is not from the 
NPA, he is supported by an NPA officer serving either as his alternate or ad- 
viser. As NPA’s divisions are in day-to-day touch with industry, they are able 
to keep industry regularly informed on the programs and policies of the IMC 
and there is a complete awareness on the part of the United States representa- 
tives in IMC of the problems and views of industry. 

Another point of contact with industry is through NPA’s industry advisory 
committees where prime users and prime producers of the commodities under 
IMC are informed on IMC operations. 

5. Question. Has not the IMC been responsible for the shortage of United States 
copper supplies which is forcing curtailment of automobile production? 

Answer. No. Fundamentally, of course, the shortage of United States copper 
supplies is a reflection of a critical worldwide shortage of copper which has 
developed as heavy military requirements have been superimposed upon a heavy 
civilian demand. 

While the IMC recommendation as to copper distribution could, in theory, 
govern the United States share of free world supplies of copper, it is not, in 
fact, the controlling factor at this time. The essential problem in copper today 
is how to obtain the full amount of copper recommended as the United States 
share by the IMC. The IMC has not allocated copper by source and destination 
and its recommendation is only a “hunting license.” 

Two factors have reduced United States production of refined copper. Do- 
mestic scrap supplies are attracted from refinery to ingot production, due to price 
differences under the OPS freeze. There has also been a decline in the volume 
of imports of ores and concentrates. This has come about because a ceiling on 
the price United States industry can charge for imported copper, and thus 
indirectly on the price it can pay for imported materials, has had to be set as 
an anti-inflationary measure. The IMC allocation relates to primary copper 
(blister and refined) alone. The availability of ores and concentrates to the 
United States is in no way affected by IMC action. 

In addition, imports of primary copper are falling somewhat short of the 
import quota recommended by the IMC for the United States, again due to price 
difficulties. 

The claims submitted to DPA for United States copper supplies exceed antic 
ipated supplies by a wide margin. The supplies of all claimants, including many 
essential users, have had to be held substantially below requirements. 

6. Question. Should not the United States refuse to honor the IMC recom- 
mendation on copper in face of the critical situation facing domestic copper 
consumers ? 
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Answer. No. In the first place, as explained above, the IMC copper allocation 

is not the factor which limits present United States supplies. The problems 
of attracting more scrap to the refineries and of increasing imports without 
raising the United States price would remain, even if a higher IMC allocation of 
copper could be negotiated, or if the United States refused to accept the IM(¢ 
recommendation. 

In the second place, officials of the responsible agencies in the United States 
Government are satisfied that the present IMC allocation of copper to the 
United States gives this country its fair share of current free world supplies 
This opinion is based upon the review of the requirements of all free countries, 
which is carried out, upon a uniform basis, in the IMC committee. The IMC 
allocation to the United States in the first quarter of 1952 was 366,000 metric 
tons of refined copper, Which compares with a quarterly average United States 
supply of about 325,000 tons in 1951, 360,000 tons in 1950 and 300,000 tons ir 
1949. The present allocation is as large a proportion of total world supply as 
the United States has taken in the past. It is a larger proportion than the 
United States has consumed since the war, since much of the 1949, 1950, and 1951 
copper take went into the stockpile. 

The American Metal Market, in a recent answer to Senator Ferguson’s charges 
against the IMC, cited the proportion of total free world supplies which are 
being allocated to the United States by the IMC committees (ranging from 47 to 
76 percent, as shown in annex C) and concluded: 

“We believe these figures speak for themselves. However much me might like 
to have larger supplies of nearly all materials, especially those in common 
civilian use which are scarcest, it can hardly be urged that we have failed to re 
ceive much the largest share of the overall supplies which are available at the 
moment. If we are suffering from inconvenience, it is as nothing compared with 
the austerity that is being imposed elsewhere in support of the common effort.” 

7. Question. If price is the root of our present copper shortage, why are we 
allowing other countries to outbid us for world copper supplies and giving them 
the money with which to do this? 

Answer. The simplest answer to this is that use of MSA funds is prohibited 
for purchase of goods at more than United States ceiling prices. We are not in 
fact, financing foreign purchases of copper at the prices which prevail in the 
world open market. 

The fact that indirectly United States financial aid makes possible foreign 
purchases of copper at higher than United States prices cannot be ignored, 
however. It should, therefore, be brought out that the bulk of the world’s 
supplies of copper moves at 27% cents or less. Not only the United States, but 
the United Kingdom and Canada are holding to this price in the interests of 
stabilization. Other buyers not so favorably situated must pay more than this, 
however, for at least a portion of their copper requirements, or go without. 
We know, through the IMC, that the copper requirements which they are trying 
to fill are valid and that a limit to their acquisition, at either high or low prices, 
has been set by their acceptance of the IMC recommendation. 

8. Question. How has the United States fared under IMC allocations? 

Answer. As shown in annex C, the proportion of free world supplies allocated 
to the United States runs as high as 76 percent in the case of molybdenum, and 
goes no lower than 47 percent, in the case of tungsten and zinc. 

Comparisons of what the United States would probably get outside of alloca- 
tions with what is proposed under allocations have been made in this country’s 
prior consideration of every allocation proposal. In some cases, it has been 
found that the United States supply would be larger under allocation than 
otherwise. In a few cases, it would be slightly less. Looking at the problem 
of United States raw material supplies as a whole, as the United States Govern- 
ment must do, it has been clear that, under allocations, the United States does at 
least as well, in terms of physical quantities alone, as it could hope to do 
otherwise. 

9. Question. Would the United States interest be better served if this country 
used its export availabilities in bargaining for imported supplies? 

Answer. No. A system under which each country uses its export supplies to 
drive a bargain for its import requirements results in a distribution of materials 
that bears no relation to need. It is quite as essential to our defense program 
that the defense and essential civilian needs of our allies be met as it is that 
our Own are covered. 

Under a system of barter in a period of shortage, there is an unending upward 
pressure on prices, or costs in terms of materials, buyers having no alternative 
but to try to outbid one another for the limited availabilities. There is a 
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tendency to hold back supplies, while a deal is negotiated, which is the opposite 
of what is needed in a period of shortage. The possibilities of trade become more 
and more limited as exporters shop around for trading partners who want what 
they have to offer and can offer what is needed in return. The pattern of trade 
becomes progressively restricted and rigid, and volume of trade is reduced. 

Under a system of international allocations in a period of shortage these dis- 
advantages are avoided. Materials are distributed in a way that accomplishes 
the most for all concerned. Defense and essential civilian needs are given the 
necessary protection. Orderly trading is promoted and sellers are not encouraged 
to play one buyer off against another, since the conditions of a seller’s market no 
longer obtain. Exporting countries can move their supplies promptly, receiving a 
form of compensation which can be used in any market for the purchase of the 
goods they need. 

The recent United States-United Kingdom agreement involving shipment of 
steel to the United Kingdom and aluminum and tin to the United States was not 
a barter deal. There was no equating of the value of goods exchanged and the 
shipment of steel by the United States was not made contingent upon the ship- 
ment of aluminum and tin by the United Kingdom or vice versa. It was an act 
of mutual assistance, a trading of general cooperation, which is one of the basic 
principles underlying our system of international allocations, 

Jecause the United States-United Kingdom deal has been frequently referred 
to as a barter deal by the press, however, we have recently experienced some 
of the disadvantages inherent in barter. It has been assumed by certain other 
governments that a change in United States policy on materials distribution 
has occurred. As a result, in recent weeks a number of offers of foreign supplies 
of materials which the United States needs have been made—contingent upon 
certain concessions, Since the supplies in question would otherwise have been 
available to us through straight commercial purchase, this is not a welcome 
development, 

10. Question Are other countries complying with IMC allocations? 

Answer. Yes. There is no evidence of any significant or deliberate failure 
of a government to comply with IMC recommendations which they have accepted. 
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ANNEX B 
HIGHLIGHTS OF ACTIVITIES OF IMC COMMODITY COMMITTEES 


Sulfur committee 

During the early weeks of its existence, the Committee prepared and released 
to the press a summary of the world sulfur position with recommendations re- 
garding production, conservation, and control of sulfur. Many countries have 
already reported to the Committee the way in which the aforementioned recom- 
mendations have been and will be implemented. 

The Committee has also recommended three allocations of crude sulfur, for 
the third and fourth quarters of 1951 and for the first half of 1952. These 
allocations have been based on both a mathematical and a judgment evaluation 
of such factors as past consumption, current requirements, defense requirements, 
requirements of rapidly expanding economies, availabilities of other sulfur- 
bearing materials, measures taken to increase production and convert to the use 
of other sulfur-bearing materials. Allocations have not specified sources of 
supply or export destinations. The Committee has made no allocations of 
refined sulfur or of other sulfur-bearing materials. 

Manganese-nickel-cobalt committee 

This Committee has made a thorough study of the supply and requirements for 
these three ferroalloys. It was found that while the supply of mangenese could 
be considered adequate, the nickel and cobalt supply was very tight and that 
these metals should be allocated among the countries of the free world. The 
current requirements for nickel and cobalt exceed production by about 100 per- 
cent. With rising military requirements, there is little hope that the situation 
will improve in the near future in spite of a certain increase in producton. 

The Committee has worked out allocation proposals for nickel and cobalt for 
the fourth quarter of 1951 and for the first quarter of 1952, which have been 
accepted unanimously by the participating countries. The committee has made 
an effort to devise ways and means to conserve these metals, and has made 
specific recommendations for that purpose. The possibilities for expansion of 
current production have also been studied. 


Tungsten-molybdenum comitteee 


The Tungsten-Molybdenum Committee has made recommendations for the 
allocation of available supplies of tungsten and molybdenum for the third and 
fourth quarters of 1951, and has recommended an interim allocation for the first 
quarter of 1952. This interim allocation is to be merged in the allocation for 
the first 6 months of 1952 now being studied by the Committee. The first two 
allocations and the interim allocation were based to some extent upon historical 
requirements prior to the Korean crisis, but global requirements figures for 
1951 were taken into consideration. Requirements for defense purposes received 
priority. 

The Committee has also directed its attention to methods of increasing pro- 
duction. A subcommittee has recommended that a system of long-term contracts 
be adopted to stimulate production of tungsten. Although this proposal was 
approved in principle by a number of consuming and producing countries, cer- 
tain members expressed reservations, and it has not been possible to arrive at an 
agreement on this matter. 

In addition, the Committee has considered the subject of marketing, and in its 
allocation recommendation for the third quarter of 1951 it included an arrange 
ment whereby the spot-purchase price of tungsten was not to be less than $55 
f. 0. b. per short-ton unit, and not higher than $65. For subsequent quarters the 
arrangement was not renewed, because there has been a considerable stabilization 
of the market since the Committee’s work commenced. Tungsten prices are now 
about $60 f, 0. b. 

In the field of conservation a joint subcommittee of experts, formed in May 
1951 by the Tungsten-Molybdenum Committee and the Manganese-Nickel-Cobalt 
Committee, has made recommendations regarding methods of utilization and con- 
servation of these metals. These recommendations were referred to govern- 
ments in August 1951. This report has also been issued for general distribution. 
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Pulp and Paper Committee 

The Pulp and Paper Committee was the seventh commodity committee estab 
lished by the International Materials Conference (late in April 1951), created 
to deal with problems caused by the critical scarcity of wood products, primarily 
newsprint, kraft pulp, and dissolving pulp. 

After thorough study of world supplies and distribution, it was agreed that no 
action need be taken on kraft and dissolving pulp at this time. The committee’s 
1951 survey indiceted 1ree world shortages of kraft pulp were insignificant. 
Shortages of dissolving pulp, while more serious, were found to be insufficient 
to justify an allocation program. These commodities are kept under review 

In the case of newsprint it was decided that small emergency allotments were 
necessary to aid a number of countries whose supplies were critically low These 
were made possible by the availability of a portion of supplies originally under 
contract to but not called for by United States and Canadian publishers. Actually 
increased production accounted for most of the allotments. The newsprint sup 
plied by the United States and Canada was in the approximate ratio of 5 parts 
from Canada to 1 part from the United States. Tonnages shipped from the 
United States were obtained by directives issued to the newsprint mills by the 
National Production Authority under set-aside order M—36. 

Less than three-tenths of 1 percent of the free world’s annual supply of news 
print has been allocated. The following countries have received emergency 
allocations : 

Metric tons 

Brastlocu.s i . th mad. _ 200 
Chile__- - a — ae ; OOO 
Dominican Republic _ ‘ ; 500 
Ecuador__-_- is = ; : : 500 
France * ant os a antes 4, 700 
Germany, Federal Republic of ; : tata . 000 
Greece * ___ am i" : 5 Git ne, stalin - 440 
India ™ . , ede haa tila ea : -: aaa 250 
Indonesia a inbatihaibesmal a ia ate seca eal 500 
Israel —_-- : a : : Bae eG ‘ 400 
Malaya and Singapore__-_ — — as alee 630 
Nicaragua as ‘ ‘ : anes — mais 400 
Pakistan__- * ; ; 150 
Philippimes *_...___ : soc aah ail sale ; 2, 340 
BOT esti cnmntionee on sales 7 : ; 7 ‘ : Th 
I ital carsiss satis saat el pibatiete ics ‘ - 500 
Uruguay i m= ; siieciiidiaestl ots , 200 
Yugoslavia * : ; mee : ; : 5, 890 
Total denciinccgiainialees pscedaianile 


33, 650 


1 Allocations to France, Greece, the Philippines, Turkey, and Yugoslavia were financed 
in whole or in part by ECA (MSA) funds. 


The Committee does not contemplate a general allocation of newsprint supplies. 
Part of the current newsprint problem has resulted from a disruption of the 
normal pattern of trade, due to the postwar exchange difficulties of many 
countries. The Committee has, therefore, been working on a program that 
would stimulate the resumption of a more normal trade through commercial 
channels, 


Cotton-Cotton Linters Committee 

This Committee was formed in March 1951, at a time when most importing 
countries were having difficulty in obtaining their needed supplies of these 
materials. Because the cotton season was too far advanced for the Committee 
to take effective action on the distribution of the 1950-51 supply of cotton and 
cotton linters, the Committee focused its attention on the 1951-52 season. 

When the official cotton report of the United States, issued August 8, indicated 
a crop of about 17 million bales as compared with a crop of about 10 million 
bales in the preceding season, the Committee decided that the outlook for the 
year ahead was satisfactory and that no international action on distribution 
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for that season would be necessary. The Committee has kept its organization 
intact and has kept the supply position in cotton and cotton linters under review 
so as to be prepared to resume activity if this becomes necessary. 


Wool Committee 


The Wool Committee was in session from April through August, except for a 
few weeks recess, In that period it studied in great detail the present and 
probable future supply situation, and the need for international action on 
distribution of supplies. 

Because some increase in wool production was anticipated and because a 
downward trend in civilian demand might tend to offset increased defense 
requirements, agreement was not reached that the supply outlook required inter 
national action on distribution. The Committee has continued in being to keep 
the statistical situation under review and resume full-scale activities should 
this prove desirable. 


Copper, Lead, and Zinc Committee 

This was the first commodity committee of the IMC, established on February 
26, 1951. Its work began with the assembling and analysis of data on supply 
and demand. The Committee concluded that there was need for international 
allocation of copper and zinc, particularly in view of repidly increasing require- 
ments for direct defense, but that international allocation of lead was not 
necessary. The Committee is, however, keeping the supply-demand position of 
lead under review. 

The Committee has recommended allocations of total estimated free-world 
supplies of primary copper (blister and refined) and slab zinc for both the 
fourth quarter 1951 and the first quarter 1952. It has also recommended that 
exports of semimanufactures be maintained by each exporting country at a level 
coinmensurate with its allocation of primary metal. The Committee’s recom- 
wendations were accepted by all governments, although the Chilean Govern- 
ment reserved the right to dispose of 20 percent of the production of its large 
copper mines and the full production of its small and medium mines without 
regard to the allocation scheme, agreeing only to give careful consideration to 
the Committee’s recommendations. 

The recommended allocations to each country have covered the total amount 
of metal which may be processed or consumed, either from domestic production 
or from imports. In the fourth quarter 1951, recommended allocations recognized 
a priority for direct defense requirements, made provision for strategic stockpile 
requirements, and allocated the remaining availability, for essential civilian re- 
quirements, at a proportion of consumption in an historical base period, with 
adjustment for special circumstances. Recommended allocations for the first 
quarter of 1952 were established on much the same basis. Although the Com- 
mittee continued to recognize the principle of making provision for strategic 
stockpile requirements, no such provision was made in the first quarter, owing 
to the acute shortage of copper and zinc in that period. 

In order to enable consuming industries to make their plans in advance, the 
Committee is now considering allocating copper and zinc supplies for a longer 
period of time than a single quarter. 

The Committee has also studied the possibilities of improved conservation 
measures and end-use controls. It found that, due to differences in the basic 
economies of participating countries, uniform conservation measures and end- 
use restrictions are not feasible. The Committee did, however, recommend that 
each country receiving an allocation adopt measures to eliminate unessential 
consumption and encourage the substitution of less scarce materials. The Com- 
mittee is now awaiting a report from participating countries on the measures 
taken in response to this recommendation. 

The Committee has also been studying the possibilities of increasing produc- 
tion. It found that shortages and high prices are proving an incentive to private 
concerns to expand production of copper and zinc, and that these efforts in a 
number of countries, particularly the United States, are being supplemented by 
governmental measures. A subcommittee is now assessing the probable future 
trends of production in copper, lead, and zinc on the basis of available informa- 
tion on development projects, in process or planned. 
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ANNEX C 


ntage of free world supplies recommended as the United States share by 
IMC commodity committees 


Percent 
47.2 
75.9 
49.1 
46.9 
68.3 
62. 3 


16 months’ allocation. 


DEFENSE PRODUCTION ADMINISTRATION, 
Washington 25, June 16, 1952. 


QUESTIONS AND ANSWERS ON INTERNATIONAL MATERIALS CONFERENCE (IMC) 


1. Question. What is meant by the IMC? 

Answer. The International aMterials Conference is a collective title applied to 
seven autonomous commodity committees, a central group, and a secretariat. 
The IMC is concerned with shortage problems in essential raw materials. It is 
ocated in Washington. 

2. Question. Why was the IMC established? 

Answer. Soon after the outbreak of war in Korea, shortages in basic raw 
materials increased to the point of jeopardizing the whole defense mobilization 
program and the underlying domestic economies of friendly countries. Unprec- 
edented price rises developed as demand overwhelmed supply. The IMC was 
i cooperative effort to replace the then existing worldwide scramble for raw 
materials with an orderly way of providing for certain of the essential needs of 
the free world. 

3. Question. What is the charter of the IMC? 

Answer. There is no formal charter for the IMC. The IMC was established 
by invitation of three sponsoring countries—United States, United Kingdom, and 
Krance—to all other nations of the free world jointly “to consider and recom- 
mend to governments the specific action that should be taken, in the case of each 
commodity, in order to expand production, increase availabilities, conserve sup- 
plies, and assure more effective distribution and utilization of supplies among 
consuming countries.” 

4, What is the commitment on part of the participating countries? 

Answer. Participation in IMC carries no compulsion and no surrender of sov- 
ereignty. IMC is a voluntary association of free nations. Each country may 
iccept or reject the recommendation of the IMC. A United States acceptance of 
i recommendation follows no prior commitment to the Conference as an interna- 
tional body but is a clear-cut decision based on the honest conviction that the 
recommendation serves the best national interest of the United States. The only 
commitment involved with IMC is, if a recommendation is accepted by a govern- 
ment, that government is then expected to live up to the terms of the accepted 
recommendation. 

5. Question. How many countries participate in the IMC? 

Answer. Twenty-eight countries of the free world, including the United States. 

6. Question. Under what authority does the United States participate in the 
IMC? 
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Answer. By the constitutional authority of the President to carry on foreign 
relations and to consult with foreign governments, and by the President's au 
thority, under the Defense Production Act, to allocate materials and facilities ir 
such manner, upon such conditions, and to such extent as he might deem neces 
sary or appropriate to promote the national defense. 

7. Question. What is the responsibility within the United States Government 
for direction of the United States representation to the IMC? 

Answer. Direction of United States activity in the IMC is the delegated respo: 
sibility of the Defense Production Administration (DPA). 

8. Question. How are the United States representatives to the IMC commodity 
committees selected ? 

Answer. The selection of the United States representatives is by the DPA 
official serving as the United States member to the central group (IMC) in eon 
sultation with the Secretary of State. 

United States commodity representatives are chosen on qualifications of ne 
gotiating skill and technical knowledge. When feasible, they are selected from 
the corresponding commodity divisions of the National Production Authority 
(NPA), the point of domestic allocation administration. If not from NPA, the 
representative is supported by an NPA adviser. The United States position in 
IMC is thus kept consistent with the United States supply position. Also, 
through the NPA and its day-to-day contact with United States industry, the 
United States representative is fully informed of current industrial problems 

9. Question. What is the procedure within the United States Government for 
accepting or rejecting an IMC recommendation? 

Answer. The United States representative to the given commodity committee 
consults with his interagency advisory committee at various stages of the IMC 
negotiations. The advisory committees are composed of representatives of all 
the United States agencies which are concerned with the particular commodities 
In particular, the United States representative keeps in constant touch with 
the officials of the corresponding material division in NPA. He also consults 
at various stages with the United States Member to the central group (IMC) 
who has the responsibility for directing the activities of the United States rep- 
resentatives to other commodity committees of the IMC and for correlating the 
United States position in each of the committees. There are two phases in the 
course of IMC negotiations when the United States representative must secure a 
clearly defined United States position from his advisory committee, his DPA 
director, and higher authority if necessary—the formulation of the recommenda 
tions to be made to governments and the decision of the United States Govern- 
ment as to acceptance or rejection of that recommendation. 

10. Question. What commodities are considered by IMC? 

Answer. Copper-zine-lead; manganese-nickel-cobalt; tungsten and molybde 
num; sulfur; wool; cotton and cotton linters; and pulp and paper. 

11. Question. Why were these 13 commodities selected and not others? 

Answer. Commodities were chosen for IMC consideration on basis of need for 
multilateral consultation and the prospect of practical benefit from such con- 
sultation, and because they were considered in critical short supply. 

Materials problems are not always of general interest. For instance, colum 
bium is of consumers’ interest to only two countries. Tin and rubber, being 
already under the consideration of international study groups, were not included 
in IMC to avoid duplication. Also, in the case of both commodities, there appeared 
to be no true shortage. 

12. Question. When were IMC operations started and what was the rough 
order of procedure? 

Answer. Organization of the commodity committees began in late February, 
1951. Statistics were next assembled from member countries and other friendly 
countries on both consuming and producing basis. Determination followed of 
the supply-demand position in each commodity. Based on these findings, recom 
mendations were made to governments for what action, if any, the committees 
considered necessary to improve the distribution pattern of the scarce material 
in point. 

13. Question. When were the first recommendations for allocations made by 
IMC? 

Answer. For the third quarter of 1951—in the case of three commodities 
molybdenum, tungsten, and sulfur. 

14. Question. When were other materials recommended for allocations? 

Answer. In the fourth quqarter of 1951 when four additional commodities 
were added—copper, zine, nickel, and cobalt. 
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15. Question. What materials are presently under allocation ? 

Answer. Copper, nickel, cobalt, sulfur, tungsten, and molybdenum. 

16. Question. Has any material once allocated come out of allocation? 

Answer. Zine was taken out of allocation in the middle of the second quarter, 
1952. 

17. Question. What materials of those originally prescribed for IMC consid 
eration were determined to be in sufficient supply as to make unnecessary any 
recommendation for distribution? 

Answer. Cotton, cotton linters, wool, manganese, and lead. 

iS. Question. Was any material recommended for special treatment? 

Answer. Newsprint was determined to be generally in reasonable balance and 
not requiring any worldwide allocation. However, a few emergency needs were 
disclosed which could not be met quickly without some assistance. United 
States publishers and Canadian producers voluntarily agreed to a diversion 
of a fractional portion of their contracted supply to meet these small emer- 
gency requirements. 

19. Question. How was the composition of the several IMC commodity com- 
nittees determined? 

Answer. On basis of substantive interest in production and/or consumption 

f a given commodity. The goal was for representation of the countries com- 

wsing between SO and 90 percent of the commodity production and consumption 

f the free world. If the commodity permitted, the membership was divided 

jually between consuming and producing interests. Initial membership com- 
prised some 12 representatives per committee. It is within the province of the 
committees to add new members, and this has been done in several instances, 

esulting in a present average of 14 represenatives per committee. 

20, Question. What representation is accorded those countries of the free 

orld which are not members of IMC? 

Answer. One of the earliest procedures adopted in each commodity committee 
was the right of nonmember countries to present their requirements and further 
to appear before the committees in support of their claims. 

21. Question. Is the IMC of permanent character? 

Answer. The IMC is an emergency arrangement. It is of limited life—while 
serious shortages persist in the commodities of its consideration. As the com- 
modity committees are autonomous, their existence depends upon their useful- 
ness within the area of their particular commodity or commodities. The com- 
nittees are not interdependent. At the present time the Cotton and Cotton 
Linters Committee and the Wool Committee are formally considering dis- 
solution. It is expected that they will be dissolved by the end of June. A 
third committee is also considering dissolution. 

22. Question. Is it true that the United States shortage of copper in the first 
quarter of 1952 was caused by United States participation in the IMC? 

Answer. No. It should be noted at the outset that a computation of what 
has been claimed should have been the United States allocation under IMC 
criteria has been used extensively by those who seek to destroy the IMC. This 
untenable formula first appeared in the Economic Intelligence publication of the 
Chamber of Commerce of the United States. It then showed up in several other 
publications and statements, including the testimony of Mr. Robert IF. Loree on 
behalf of the National Foreign Trade Council before the House Banking and 
Currency Committee. 

Four separate statements of little relationship had been pieced together and 
then used with some inaccuracies as a mathematical formula to achieve a precise 
determination. Comments follow on the four cardinal statements used as the 
basis for this formula. 

Statement 1: “Mr. Ticoulat, director of United States representatives in the 
IMC, stated: ‘* * * the method back of the IMC distribution plan was (1) a 
priority for direct defense requirements, (2) provision for minimum strategie 
stockpiles, and (3) the distribution of the remaining supply for civilian require- 
ments on the basis of consumption in 1950.’ To this was added, under subitem 
No. 8 of the computation: “United States civilian consumption, 1950, as per 
Ticoulat statement * 17.3.” 

Comment: Mr. Ticoulat was misquoted as referring to civilian consumption. 
Mr. Ticoulat’s reference was to total United States consumption, and the per- 
centage given was United States consumption in relation to total free world 
supply. If the military “take” for 1950 were deducted, the percentage for 
United States civilian consumption would be reduced by some 3.4 percent. 

Statement 2: “Mr. Fleischmann stated that the military is receiving 40 per- 
cent of all the copper used in the United States today.” 





322 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


Comment: Mr. Fleischmann’s statement was based on supply and allotments 
for the Controlled Materials Plan (CMP) of the National Production Authority 
for the second quarter of 1952. The article mistakenly assumed that the first 
quarter was involved and that IMC, not CMP, was under discussion. The mili- 
tary “take” on CMP basis in the first quarter was 30 percent. 

Statement 3: “Mr. Edmund Getzin, of the Office of Nonferrous Materials Pol 
icy in the State Department, recently said that: ‘* * * No standard method 
of calculating military requirements has been developed.’ Therefore, he said, 
reliance must be placed on criteria such as budgetary figures for military 
equirements.” 

Comment: This quotation was taken from an informal speech made before 
the American Institute of Mining and Metallurgical Engineers in New York on 
February 19 last. The purpose of the speech was to give the institute members 
a general idea of IMC operations. The speaker simply suggested that among 
criteria for judgment, one, along with others, pertained to military budgets. No 
sole criterion was intended nor stated. 

Statement 4: “W. Averrell Harriman, Director of MSA, recently testified be 
fore congressional committees that the military budget of the European countries 
(NATO), including Germany, would be $14 billion for the coming year. He 
further stated that the corresponding United States budget would be $64 billion.” 

Comment: The fourteen sixthy-fourths fraction resulting from the above budget 
comparison was thereupon used to equate the copper needs of the European 
countries of NATO, including Germany, on the one hand, and those of the United 
States on the other hand. In so doing, the article entirely ignored the fact 
that IMC committees include many important countries outside of the European 
NATO group and Germany, which have significant military budgets and plans. 
It further ignored the fact that a budget comparison by itself is an unreliable 
index in determining raw material requirements. For instance, if it should 
happen that the European NATO countries were undertaking a heavy program 
in small-arms ammunition, the requirements for copper would be far greater than 
could be inferred from the dollar mark of the budget. Generally speaking, the 
European countries in NATO are concerned with hard goods programs which 
depend primarily on basic metals. It is the character of the program under the 
military budget, not the gross budget, which determines raw material needs. 

In summary, the error in each of the successive steps of the computation means 
a total error of far more than the sum of the errors: the original error is more 
nearly compounded. The real difficulty lies with a distorted computation, from 
which no reliable conclusion is possible. 

The United States copper shortage in the first quarter of 1952 was not because 
of the United States acceptance of the 49.1 percent share of the free world 
supply as recommended by the IMC. Actually the United States was not suc- 
cessful in securing this 49.1 percent by a substantial margin. The shortage 
occurred largely because United States production failed to meet expectations 
and partly because, within the framework of the stabilization and defense pro 
duction programs, United States industrial buyers were unable to compete freely 
for high-priced copper in the world market. 

That the proposed and accepted copper allocation for the United States was 
reasonable can be demonstrated by tonnage figures. The first quarter, 1952 
allocation amounted to 403,400 short tons of refined copper. This United States 
share compares with the weighted average of quarterly United States consump- 
tion during the 2% years prior to IMC, of 328,800 short tons, and in fact exceeds 
appreciably the highest quarterly average in any 1 of the 3 years—namely 1950— 
when the United States consumed 354,250 tons. 

Although percentage comparisons are often misleading, particularly when made 
between quarters, they will be used here as it was on this basis that certain 
criticism has been leveled at the IMC. The allocation at point, when compared 
with the total free world supply, indicates 49.1 percent, whereas the weighted 
average, of United States consumption prior to IMC when compared with its 
corresponding free world supply, indicates 47.1 percent. The high average 
quarterly of 1950 by similar reckoning indicates 47.3 percent. 

The simple facts of the case are that the United States, in spite of the urgencies 
and shortages of the period, was recommended considerably more copper for the 
first quarter of 1952, through the IMC than it consumed in any like period of the 
8 years prior to IMC. 

23. Question. What has been the United States experience of availabilities 
under IMC recommended allocations in materials other than copper? 

Answer. Data follows for each commodity. (NoTe.—Averages used are 
weighted averages. ) 
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(i) Cobalt: The United States has been recommended, and has accepted three 
allocations: 4th quarter, 1951—1,336 short tons; Ist quarter, 1952—1,501 tons; 
2d quarter, 1952—1,543 tons. Average quarterly allocation—1,460 short tons. 
This compares with the average quarterly United States consumption, during 
the 2% years prior to IMC, of 929 short tons. 

(ii) Molybdenum (Nore.—As molybdenum and tungsten are interchangeable 
to a large degree, both commodities should be reviewed together) : Four alloca- 
tions: 3d quarter, 1951—3,669 short tons; 4th quarter, 1951—4,007 tons; 1st 
quarter, 1952—3,883 tons; 2d quarter, 1952—4,202 tons. Average quarterly allo- 
cation, 3,940 short tons. This compares with an average quarterly United 
States consumption, during the 2% years prior to IMC, of 3,037 short tons. 

(iii) Tungsten (to be reviewed with molybdenum above): Four allocations: 
3d quarter, 1951—1,383 short tons; 4th quarter, 1951—1,709 tons; 1st quarter, 
1952—1,927 tons; 2d quarter, 1952—2,411 tons. Average quarterly allocation, 
1,857 short tons. This compares with an average quarterly United States con- 
sumption, during the 24% years prior to IMC, of 942 short tons. 

(iv) Nickel: Three allocations: 4th quarter, 1951—24,109 short tons; Ist 
quarter, 1952—25,340 tons; 2d quarter, 1952—26,228 tons. Average quarterly 
alloeation, 25,226 short tons. This compares with an average quarterly United 
States consumption, during the 2% years prior to IMC, of 20,804 short tons. 

(v) Sulfur: Four quarterly allocations which were merged into two half yearly 
allocations: 2d half of 1951—2,003,000 long tons; ist half of 1952—2,054,000 
tons; average half year allocation—2,029,000 long tons. This compares with an 
average half year United States consumption, during the 2% years prior to 
IMC, of 1,867,000 long tons. 

(vi) Zine: Three allocations: 4th quarter, 1951—251,800 short tons; Ist 
quarter, 1952—252,400 tons; 2d quarter, 1952—259,922 tons. Average quarterly 
allocation—2M4,707 short tons. This compares with an average quarterly United 
States consumption, during the 2% years prior to IMC, of 211,108 short tons. 

In regard to the above data, including that for copper, it should be noted that 
in every instance of materials under allocations, as recommended by the IMC 
and as accepted by the United States, the United States has received greater 
quantities of the materials than the United States had used in the like period 
of the several years preceding IMC. In most of the commodities, the difference 
is substantial. 

24. Question. Is it true that IMC operates as a supergovernmental cartel? 

Answer. No. The IMC is a recommending group—not an executive body. 
The association is purely yoluntary. Any country may withdraw from par- 
ticipation in the Conference as a whole, if it so elects. Any country may reject 
an IMC commodity recommendation if it sees fit. 

The Conference is of limited life—for the emergency period and only while 
shortages persist in the given commodities. 

The composition of the committees is entirely opposed to the cartel concept. 
Each committee is composed of representatives from both consuming and pro- 
ducing countries, equally divided if the particular commodity lends itself to 
such an accurate division. Again, the first stated purpose of the committees is 
to recommend action for the expansion of production. 

25. Question. Is it true that domestic controls are exercised under the DPA 
Act to implement commodity controls established by the IMC? 

Answer. No. Commodity controls are not established by the IMC. Domestic 
controls are exercised under the DPA to implement commodity allocations that 
have been determined by the United States in the light of the general supply 
situation, including the IMC recommendation. 

Domestic controls were in effect many months prior to IMC operations. As 
to timetable: domestic allocations followed passage of the Defense Production 
Administration Act of September 8, 1950; organization of IMC commodity com- 
mittees began on February 26, 1951, and the first recommendation for distribution 
Was not made until the third quarter, 1951. Consider the case of copper. The 
Controlled Materials Plan (CMP) of the NPA must determine the domestic 
allocations of copper whether or not there is a recommendation from the IMC, 
Should the IMC recommend a lesser amount than deemed necessary by NPA, 
the United States Government would not accept the IMC recommendation. 

The IMC has no jurisdiction over, nor does it seek to direct, the specific inter- 
nal controls that any nation should establish. 

26. Question. Is it true that the United States participation in the IMC is a 
“backdoor” technique to United States adherence to the International Trade 
Organization (ITO)? 
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Answer. No. The IMC was not established to regulate production although 
it does seek to encourage expansion of production. It has not recommended 
price limits except in the case of tungsten and then for one quarter only. The 
difficulties in the tungsten situation were unique in that the chief producing 
areas of the world were suddenly lost to the free world because of political 
conditions in China and war in Korea. In broader aspect, the IMC is a tem- 
porary setup to consider certain essential commodities in critical short supply 
during an emergency international situation. The IMC is of limited life— 
while serious shortages persist in the given commodities. There is presently 
formal action within IMC to terminate the activities of both the Wool Com- 
mittee and the Cotton and Cotton Linters Committee. Similar action is under 
consideration in regard to a third committee. 

The IMC bears no relationship to the ITO. 

27. Question. Is it true that the IMC may be considered as a ready-made 
agency for an expanded role in commodities, and what is IMC relationship to 
the United Nations (UN)? 

Answer. IMC contemplates no expanded commodity activities. Its present 
field of activity would be enlarged only if the supply position of some additional 
commodity should so deteriorate as to warrant consultation among the free 
nations. 

The IMC bears no relationship to the UN. 

28. Question. Is it true that the IMC will deal with surpluses? 

Answer. No. There is neither plan nor consideration in IMC to deal with 
surpluses. 

29. Question. Is it true that the IMC has interfered with United States stock- 
piling and has caused withdrawals from the stockpile in order to meet IMC 
allocations to foreign nations? 

Answer. No. The current problem of stockpiling is simply that, in the serious 
shortage existing in several of the essential commodities, there is not enough 
material to meet United States requirements for defense mobilization, facilities 
expansion, essential civilian production and heavy stockpiling. The problem 
preceded IMC and would remain a United States problem if there were no IMC. 

The assertion that stockpile materials have been used for other countries is 
completely contrary to the facts. No withdrawals have been made for transfer 
to other nations. The few withdrawals authorized have been entirely for 
United States purposes and action was taken without mention to IMC. 

30. Question. Is it true that the IMC has had harmful consequences on United 
States marginal producers of scarce materials? 

Answer. No. The Defense Materials Procurement Agency (DMPA) has 
worked out extensive incentive arrangements with domestic marginal producers. 
The DMPA’s-chief incentives are purchase contracts, advances against produc- 
tion, loans, and certificates of necessity authorizing accelerated amortization 
for tax purposes. There are arrangements of this character with domestic pro- 
ducers of copper, cobalt, lead, nickel, tungsten and zinc. As an example: under 
a domestic purchase program, DMPA guarantees a price of $63 per short ton 
unit of tungsten trioxide. 

The IMC has caused no interference with these domestic programs. 

31. Question. What is the value of the IMC? 

Answer. The IMC contributed immeasurably in curbing the dangerous and 
fast deteriorating situation in raw materials which confronted the nations of 
the free world shortly after the outbreak of war in Korea. 

In the United States at that time, supplies were far short of the suddenly 
increased demands for defense mobilization, facilities expansion and stockpiling, 
and the continued demands for essential civilian production. The situation 
became worse as business firms and individual consumers hastened to increase 
their inventories in case of an extension of hostilities. Added to this was in- 
evitable speculation and hoarding. -rices of raw materials reached un- 
precedented heights. 

In other countries of the free world, similar conditions existed. 

In place of this earlier worldwide scramble for raw materials, the IMC 
has substituted an orderly way of providing for the emergency needs of the 
free world. 

The country that gains most in an orderly operation of supplies as against 
a disorderly operation is that country that has the greatest supply needs. The 
United States is the principal consumer of all the materials in point. 

A second aspect is that although the United States is the chief consumer, 
it is not the chief producer. In two of the IMC commodities only is the United 
States self-sufficient—sulfur and molybdenum. In the other commodities, the 
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United States is dependent to a varying degree on sources of supply outside 
the United States of America. In copper, zinc, and lead, the United States 
requires about one-third of its supplies from overseas; in tungsten, it requires 
more. In rickel and cobalt the United States is almost totally dependent on 
outside sources. Although well off in cotton, the United States is dependent 
on foreign wool and newsprint for most of its needs Altogether, the United 
States is a heavy net importer. In a tight supply situation, a net importing 
country cannot well afford to go it alone. 

The IMC continues today to exert a strong stabilizing influence on those raw 
materials still remaining in serious short supply It provides a consulting 
mechanism without which sound supply-demand conclusions could not be reached 
by any single country. It affords the opportunity of working out jointly the 
most effective distribution of certain scarce materials without which an allied 
program of defense mobilization, with sound supporting economies, could not 
be continued. A strong defense program on the part of the countries of the 
free world is essential to the national interests of the United States 

The IMC should be judged in a broad sense. The free world faced, and still 
faces, a situation of danger because of the threat of aggression. To guard 
against this danger, the United States and other free nations collaborate in 
organizing for peace and mutual security Raw materials are basic to the 
common effort. 


Senator Matonr. Document 51—A is headed “International Ma 
terials Conference—Guns and Butter Cartel.” It is a document out- 
side of the State Department, and not classified. We will make this 
document a part of the record at this point. 

(The matter referred to follows :) 


{From Economic Intelligence, May 1952, Chamber of Commerce of the USA, Washington, 
D. C.] 


IMC—GunNs aNpD Burrer Carre! 


The most recent encroachment upon the American competitive enterprise 
economy is the International Materials Conference (IMC). It is causing un 
necessary unemployment and dislocations in our economy. 

The State Department announced in January 1951 that the United States 
had joined with other nations in the IMC for the purpose of allocating scarce 
materials. 

This international group operates without specific legislative authority in the 
United States. However, all of its decisions are scrupulously implemented by 
the Defense Production Administration. Member governments make decisions 
through autonomous IMC committees affecting the living standards of all the 
countries of the free wortd. 

Consequently, IMC operates as a super-government cartel, 

To date, the IMC has taken action to distribute the world’s supply of copper 
zine, lead, sulfur, tungsten, molybdenum, manganese, nickel, cobalt, cotton and 
cotton linters, wool, and pulp, and paper. All of these materials are of vital 
importance to the American economy for both military and civilian use. 

Mr. Fleischmann, head of DPA, recently testified before the Senate Banking 
and Currency Committee, that “* * * the share of world supply recommended 
by IMC for the United States has in every case corresponded closely with the 
share the United States secured for itself in the days of free competition * * *.’” 

An examination of the facts will reveal that such is not the case under the 
criteria as established by the IMC. 


COPPER FACTS 


Let’s look at the facts on copper as an example. 

1. Mr. Ticoulat, Director of United States representatives in the IMC, stated: 
‘* * * the method back of the IMC distribution plan was (1) a priority for 
direct defense requirements, (2) provision for minimum strategic stockpiles, 
and (8) the distribution of the remaining supply for civilian requirements on 
the basis of consumption in 1950.” 

2. Mr. Fleischmann stated that the military is receiving 40 percent of all 
the copper used in the United States today. 
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3. Mr. Edmund Getzin, of the Office of Nonferrous Materials Policy in the 
State Department, recently said that “* * * no standard method of calculating 
military requirements has been developed.” Therefore, he said, reliance must 
be placed on criteria such as budgetary figures for military requirements, 

4, W. Averell Harriman, Director of MSA, recently testitied before congressional 
committees that the military budget of the European countries (NATO), includ- 
ing Germany, would be $14 billion for the coming year. He further stated that 
the corresponding United States budget would be $64 billion. 

Therefore, based on these statements, it is possible to compute the United 
States copper allocation and compare it with the allocation actually received 
by the United States from the IMC. The computation is as follows: 

World supply 
(percent) 
1. United States allocation under IMC, 1st quarter, 1952, as per Mr. Ti- 
coulat 

2. 40 percent for United States military (Fleischmann testimony) : 

A. United States military copper (40 percent times 49.1 percent) —____ 
. Military budgets (Harriman testimony) : 

A. NATO, including Germany $14 billion 

a Te A ess hc eed ciocestts des oqccancn vlan eis eciasipd niente $64 billion 
. Ratio, military budgets, NATO to United States 14/64. 

. NATO military copper, including Germany (14/64 times 19.6) ------_ f 

. Total military free world copper (line 2 plus line 5) --...-______-_____ 23. 

Total civilian free world copper (100 percent minus line 6)_ 76. 

8. United States civilian consumption, 1950, as per Ticoulat statement____ 47. ; 

. United States civilian allocation (on historical basis) (47.3 percent of 

TO.8 POPC. nccnnecawe ee en — 36. 
10. United States total allocation should be (line 2 55. 6 
11. Actual IMC allocation to United States, lst quarter, 1952 in 
12. Deficit (line 10 minus line 11) 

Note.—This deficit of 6.5 percent of the total free-world copper is equivalent to 214,000 
tons per year. This amount of copper would satisfy the requirements of the automobile 


industry for this metal for 2 years of normal production. It is enough copper for over 
1% million modern residential house, 


The above example illustrates the fallacious implementation of IMC allocation policy. 


Similar examples can be given in the cases of nickel, molybdenum, zinc, and 
other metals allocated by IMC to date. 

Obviously, the figures do not support the statements concerning the methods 
of allocation supposedly used by the IMC, 

The question that arises is whether the American people should accept this 
form of world government, or whether the Defense Production Act should be 
amended to prohibit international materials allocations for nonmilitary purposes. 
The former smacks of the Marxian philosophy of taking from each according to 
his ability and giving to each according to his need. Such is a far cry from the 
spirit of competitive enterprise. 

Senator Matone. I also want to insert in the appendix the letter 
and material sent to each Member of the Congress when the Defense 
Production Administration challenged the accuracy of the article in 
Economic Intelligence. 

(The document referred to appears in the pes at p. 1142.) 

I have a note that in the files of the IMC, Nos. 69 and 70 are tele- 
grams, Mr. Winant, marked “Confidential.” 

Mr. Winant. Yes, that is right. 

Senator Matone. One is dated July 2, 1951, from Acheson to the 
United States Ambassador in one of the participating countries re that 
country’s representative’s refusal to go along with establishment of 
ceiling and floor prices by IMC on tungsten and molybdenum for 

° rm: - . . . . ° 1 
third quarter. This country’s delegate questioned authority of IMC 
to make recommendations of price and that the Ambassador should 
try to get that representative’s government to go along with IMC. 

What is your objection to having that telegram included in this 
executive session ? 

Mr. Winant. Senator, I didn’t talk directly with my security 
officer. My secretary did. He told us we were not permitted to take a 
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confidential telegram out. It is a question of signals there, the code, if 
you will. We have no hesitancy about it. 

Mr. Morton. May I make a suggestion, sir? 

Mr. Wrnanrt. That is State De »partment—— 

Mr. Morton. Paraphrase it. 

Mr. WINANT. We are not authorized, and I suggest to Mr. Adler- 
man that he get the State Department to paraphrase it. 

(Discussion off the record.) 

Senator Matonr. Go ahead just as you did before, off the record, 
Mr. Winant, and if anybody has a better recollection we will discuss 
it and let the record show. 

Mr. Winant. Suppose I go back and take another look at it. 

Senator Martone. Say just what you did. 

Mr. Winant. As I recall it, the Tungsten-Molybdenum Committee 
made a recommendation in the third quarter of 1951—— 

Senator Matone. The Tungsten-Molybdenum Committee of the In- 
ternational Materials Conference? 

Mr. Winant. Yes. Made a recommendation for tungsten for the 
third quarter which included a price ceiling of $65 and a floor of 
$55. That was referred to governments, and ———— came back in the 
committee and said she couldn’t take it. They didn’t wish to have 
anything to do with price. 

Senator Martone. Did they give any reasons? 

Mr. Winant. They just didn’t want to get into price. Being in the 
producing area, they were a little bit leary about that. 

Senator MALonr. They produce tungsten there; do they? 

Mr. Winant. I am not saying that. I said ——— being a produc- 
ing area in general. 

Senator Martone. Being what? 

Mr. Wrinanvt. A producing area in general. 

Senator Matonr. They just did not want to have anything to do 
with fixing a price on their products 4 

Mr. Winant. I think that is it, sir. Apparently the State Depart- 
ment cabled our Embassy in that country to the effect, would they 
talk with the foreign part of the government and see if they couldn't 
encourage that government to accept this proposal. 

As I recall, the return cable said no, they were quite firmly opposed 
to price-fixing. 

Senator Martone. Anything they produced, they were firmly op- 
posed to price-fixing ? 

Mr. Winant. I assume that was their feeling, sir. 

Senator Matonr. Because they could get more money for it? 

Mr. Wrinant. I suppose so, sir. 

Senator Martone. Nothing was said about molybdenum in this 
exchange ? 

Mr. Winant. No, sir; I don’t think so. 

Mr. Morton. Mr. Chairman, are you through with Mr. Armstrong? 
He has a rather important meeting. 

Senator Matonr. We will be through in just a little while. He 
has been a rather important cog here. We haven’t had very much from 
him, but at least it has been interesting. 

Mr. Wrinant. My recollection here is a little bit foggy. Perhaps 
somebody can help me. I think this country accepted that in the end. 
There was a long-range proposal which all of us turned down as far 
as pricing goes. 
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Senator Matonr. The United States was able, through the State 
Department and the International Materials Conference, to exert 
enough pressure to get them to accept it finally ? 

Mr. Wrnant. I think so. Of that Iam not sure. Perhaps they put 
in a reservation on that. I would have to look up the record to be 
sure on that. 

Senator Martone. Do you know, Mr. Getzin? 

Mr. Gerzin. No, I don’t. 

Senator Matonk. Do you, Mr. Evans? 

Mr. Evans. I don’t know. 

Senator Matonr. Do you, Mr. Armstrong? 

Mr. Armsrrona. I think they put a reservation on that point and 
accepted the allocation with the reservation, and the rest of the commit 
tee thought that was satisfactory. That is the way I recall it. 

Senator Martone. Did they accept the price, too? 

Mr. Armstrona. No. 

Mr. Winant. I think they reserved on price. 

Senator Martone. The confidential telegram of July 5, 1951, from 
our Ambassador in this country, to Secretary of State, said he had so 
informed that Government but it later sustained position taken by 
telegram to International Materials Conference. It objected to any 
price-control functions by International Materials Conference. 

You think that was the final decision ? 

Mr. Armstrrone. That is right. 

Mr. Wrinant. That was the end of it. 

Senator Martone. Mr. Morton, we appreciate your being down here. 
You have shown infinite patience, and I am sorry that it took so long. 
I think considerable time was wasted by discussion and roundabout 
testimony, but I believe the record is very clear now. We will discuss 
the matter with you further about what we can use in any public 
document. 

Mr. Morton. I want to say, sir, that in following the testimony it is 
my opinion that almost everything that the committee could want, 
which would develop the information that you want to report to the 
Senate pursuant to your resolution, can be made available. There are 
one or two aide memoire in there, but I don’t think in substance they 
will be necessary to your purposes, and I think we will have no trouble 
getting together on that. 

Senator Matonr. When this record is available, I wonder if we 
could not arrange for a conference with you so we could just discuss 
and decide definitely, and lift the restriction on everything that can 
possibly be lifted. 

Mr. Morton. I think that is the correct way, sir. I would suggest 
that we invite Mr. Winant in, and Mr. Adlerman here, and we will work 
it out. If we get to points where there is an impasse, we will come to 
you. 

Senator Martone. Thank you. We will do that. 

I want to emphasize again, and I think, Mr. Morton, that you have 
gotten an idea or two from this testimony that a multiplicity of or- 
ganizations have been able to bring about a condition where these ma- 
terials are unavailable to us in wartime. When I say unavailable, 
some other testimony will be secured in addition to General Wede- 
meyer’s and General Fellers’ and General Johnson’s as to the avail- 
ability of these materials. They have testified that the Western Hemi- 
sphere will provide the dependable supply; that anything coming 
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cross a major body of water as across a major ocean is problematical. 
Vherefore, drifting along and becoming more and more dependent on 
foreign nations simply puts you in a position in peacetime of foreed 
trading, of forced agreements, or the threat of stopping shipments in 

sacetime, as India did — monazite sands and could stop mnanganese 

tany time. That isonly anexample. There are many. In wartime 
thev would simply be unavailable 

We must work out the princip sles, then, that should be adopted that 
would increase or tend to increase our economic maximum of produc 
tion in this Nation, and increase the production in the Western 
Hemisphere to the point where we are as self-sufficient as possible, 

The testimony here has been very enhehtening t to the « hairm: Wn. 
Rarely clo these alphabetical committees and commissions know what 
each other is doing. Generally speaking, they are manned by sur 
prisingly earnest and hard working people. From the information 
they have, they are doing a good job, but through some source, startin 
back with the H: arry Dexter White concept of securing raw materi: me 
from foreign nations and saving our own, to the Truman announce 
ment when sloning the stockpile bill, the operations of these agencies 
have been to the ultimate detriment of our own market. 

I do not say it as a conclusion, but the evidence has piled up that 
somebody knows what is going on in this setup. Whether it is in our 
country or some other country, I could not tell you. The committee 
s going just as far as it can go to get this information. 

The almost automatic and impulsive statement of Mr. Getzin is 
very ‘enttahive ning, that if we would just take the tariff off titainum 
I did not even know there was a tariff on it—perhaps it would make 
it more availab le to us from Ja ipan. 

I would say to you, no private money is likely to go into any business 
if you can prodi we it cheaper in anothet country unless the Govern 
ment is going to be a partner. 

Any conclusions that the committee may reach are still in the 
future, but the information you have given us here has been very 
helpful, and we will keep in touch with you. If the committee does 
require further information it will be taken up with you, Mr. Secre 
tary, and I hope you will cooperate in the future with the committee 
as you have up to now. 

Mr. Morron. Thank you, Mr. Chairman. We will cooperate to the 
extent of our ability. 

Mr. Winant. Would you be interested in the last United States 
statement to the IMC prior to the agreement to terminate? I think 
you would subscribe to it. 

Senator Matone. We would be very glad to have any statement 
that anybody made in the International Materials Conference. 

Mr. Wrnant. I won't give you the whole story, but I was advocating 
its conclusion. . 

Senator Martone. What date? 

Mr. Winanr. This was at the December 15, 1953, meeting. We 
wanted to ow at the end of the year. What I said, briefly, is 
this. This was in advocating the termination as of December 31: 

Very briefly we consider that: 

(1) The IMC was a temporary arrangement to meet 

(2) The emergency situation has been met 
by the IMC 


SOURS 54 


an emergency situation 
and corrected in no small measure 
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Senator Matone. I am glad to have that testimony. 

Mr. Winant. May I givethethird? [Reading:| 

There are currently no actual or potential shortages calling for IMC considera- 
tion. 

Then I went on: 


You are all aware of my Government’s attitude toward controls. We use them 
only when the defense or the basic economy would otherwise be jeopardized. It 
is our philosophy that the law of supply and demand will best meet the problems 
of economic life, and presently we conclude that the raw materials situation no 
longer justifies controls or the mechanisms of controls. 

Senator Matone. I think your conclusion is very interesting, but 
the testimony does not show that your conclusion has any weight 
whatever. 

Mr. Winant. That isclear. 

Senator Martone. That is still what you think about it. 

I want to come back to this thing again, if it is necessary. This is 
the final report of the International Materials Conference of March 1 
to September 30,1953. In it the foreword says: 

In keeping with its temporary nature, the conference progressively reduced its 
activities as the supply situation improved— 

Then it goes on exactly as we found in the testimony running all the 
way through. Mr. Armstrong’s statement, for example, agreed with 
what I am about to read: 

At the present time, with the termination of the last commodity committee, 
only the central group continues in existence, on a standby basis, with a view to 
providing some further opportunities for discussing, at an international level, 
common problems which might result from shortages of raw materials and to 
reconvening commodity groups, should an emergency arise. 

I want to ask you a final question: Could you, under the present cir- 
cumstances, revive the International Materials Conference tomorrow ? 

Mr. Winanr. No. 

Senator Matonr. You could not, but could the Secretary ? 

Mr. Winanrt. No, sir, not unless you got all the countries to agree. 
It isdead. . It iscompletely killed off. 

Senator Martone. Mr. Winant, that simply convinces me that you 
are very earnest in what you are doing. You are going to walk away 
from something that you have helped terminate. “Isn't the condition 
exactly the same as it was when they created it to start with ? 

Mr. Wrxanrt. No, sir. We were at war when this thing came up. 

Senator Matonr. Wait a minute. It does not say you have to be in 
war to create an International Materials Conference, and they tried 
to create the International Trade Organization and were operating 
under it until finally the committees of C ongress turned it down flatly 
and refused even to report out the extension of the 1934 Trade Agree- 
ments Act unless they forgot it, and they promised to do it, which 
promise meant nothing, in my opinion. 

You could create this thing again, calling it anything in the world 
that you wanted to call it, if you could correspond with these countries 

and get them to come into it. Could you not? 

Mr. Winant. We would certainly have to vote it here, sir. The 
United States Government would have to be a party to it. 

Senator Matone. Are they not a party to everything? 

Mr. Wrvxanv. No, sir. I have seen cases where I know I have been 
present and we did not participate. 
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Senator Matone. I would really like to know something that we 
have not given away or tried to. 

Mr. Win ant. I will tell you some day, if I might talk to you. 

Senator Martone. All right. I do not question your integrity. 

Mr. Wrvanr. You have been very kind to me. 

Senator Martone. And I do not now. You are walking away from 
something you have helped to terminate. But you have not killed it 
any more than you killed the International Trade Organization. Any 
time that the State Department wants to bring it up, they can organize 
it in exactly the same way they organized it before, is that not true, 
if they want to? 

Mr. Wrinant. You would have to have the circumstances, too, sir. 

Senator Matonr. Would you?) Why? You did not have to have 
them in the International Trade Organization, which could do exactly 
the same thing as the International Materials Conference. I proved 
that here to the satisfaction of Mr. Armstrong, who testified twice to 
the opposite. You heard that, did you not? 

Mr. Wrnant. I believe so. 

Senator Matone. You do not believe he was right now, do you, after 
| read in so many words what the ITO was organized to do? Even 
the chairman understands the English language to some extent. So 
why all this roundabout thing? You kill something to get away from 
a congressional action. You go find money to finance something that 
Congress says should not be financed. How it could be made plainer, 
I wouldn’t know, but you found a way to get around it. 

Before I make the closing statement, I want to say to you that we will 
study the evidence. There is no question now in the chairman’s 
mind—but he still has an open mind on it—that the IMC was organ- 
ized because you did not have the International Trade Organization. 
The Senate committee had killed that just as they killed the appropria- 
tion to finance the International Materials Conference. 

How much further do they have to go, I will ask you? Do they 
have to put your name in it, if you are the Chairman, that no money 
can be used to finance you, in order to stop it? They have done 
that before. They have stated that no money can be used for a cer- 
tain man from an appropriation. I thought that was going a good 
ways, but I am beginning to think that the Appropriations Commit- 
tee is a conservative organization over there. I think they are en- 
tirely justified in doing it if they have to do it to stop something that 
they do not want to operate. Would you not think so? 

Mr. Winant. Yes, if that was their clear position. 

Senator Matone. It certainly was their position. I do not know 
what it will be in the future. They stopped it in every w ay they knew 
how. They stopped the Inter nation: al Trade Organization from going 
in and allocating and fixing prices on scarce materials. I read that to 
you. You understood it, did you not? 

Then you organized something else to do that job. Then they 
stopped the appropriation for it and went home and thought they had 
done the Lord’s work. They returned and found that you found the 
money someplace, legally, getting around their edict. 

It all goes to prove that any idea that may be in the minds of an 
administration, regardless of what Congress says, will be carried out 
if there is any legal way to do it or any way to stop any congressional 
action. 
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SYSTEMATIC APPROACH TO FAVOR ACQUISITION OF MATERIALS 
FROM FCREIGN rO DETRIMENT OF 
PION OF DOMESTIC SOURCES 






AND MINERALS 
AND EXPLORA 








SOURCES DEVELOPMENT 








It has been my observation over the past number of years that there 
appears to have been a systematic approach to favor the acquisition 
of materials and minerals, both strategic and otherwise, from foreign 
sources of supply, to the detriment of the development and explora 
tion of domestic sources. 

We can see this in the Harry Dexter White letters. ‘There is no 
doubt in my mind that Harry Dexter White was very influential in 
furthering the scheme of obtaining minerals abroad and putting ow 
domestic industry out of business or trimming it down continually, 
making us more dependent on foreign shores. It is obvious to me 
that a man in his position, acting as adviser to Cabinet officers—and 
he was doing just that—undoubtedly had influence on their thinking 
und even on President Truman’s thinking. I doubt if he had much 
influence on President Truman’s thinking. Someone connected with 
him wrote the release that President Truman handed out. 

I do not believe that President Truman knew anything about the 
production of minerals and materials in this country, but under his 
hand suddenly he found a very reasonable looking release, and he 
used it. He certainly never asked anybody who knew anything about 
it, who had the interests of this country at heart, either in the civilian 
economy or in national defense. That conclusion is inescapable when 
vou read the evidence. 

There is a close parallel between the aims, policies and schemes of 
Harry Dexter White to make this country dependent on foreign 
sources of supply, and the announcement made by President Truman 
on July 23, 1946, when he signed Public Law 520, or the national 
stockpile law. 

I want to make it clear that I do not for a minute think that this 
idea originated with President Truman. I do not for a minute think 
that the idea of denying evidence to this committee originated with 
our friend, the Assistant Secretary of State, Don Lourie, but I got 
his letter just the same, which was final and conclusive. 

It is obvious to me that ideas were planted by means of various 
memoranda for his attention and it was presented to him as the most 
advisable thing to do, talking about Mr. Truman again. Unfortun 
ately, a man in the position of the President of the United States- 
and that goes for members of the Cabinet as well, and to a certain 
extent for Members of Congress, who call on these people for informa 
tion, their only source since they have no money for research—is to 
rely upon the ideas and brains and integrity of the men in the lower 
echelons. 












POLICY OFTEN EMANATES FROM LOWER ECHELONS WHO CAN 


TOP POLICY OFFICIALS 





HAMSTRING 


It has long been known in Washington and is probably true in other 
governments that policy emanates from an echelon below the top 
level who usually, by reason of their experience in government, know 
how to put forth and carry out programs through this myriad of 
alphabetical agencies, each independent as far as the man at the 
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top of that particular department is concerned, but not independent 

s far as some master brain is concerned this group finally operated 
to depress our domestic production and to pile up in certain instances 
ommodities in other nations which they could use to break the market 
here, many times using our money and our alphabetical organizations 
to do it. 

It is not unusual to hear men holding top jobs in the Government, 
Cabinet officers, et cetera, complain that even though they announce 

policy and order something done, their ideas are not carried out. 
We are hearing a little of that complaint now. They are delayed, 
postponed, tec rateal objections are raised. In m: ny ways the work- 
ng level and the polic: vmaking level on the lower r: ank hamstring the 

ill of their superiors 

"The workings of such an inner circle, without mentioning names, 
has been demonstrated in this hearing. The Habana Charter, which 
provided for an International Trade Organization, was rejected by 
Congress. Congress, the elected officials of the Government, wanted 

o part of any International Trade Organization. 

Yet, despite this fact, we find a group in the State Department cir- 
cumventing and flouting the will of Congress, and in December 1950, 
behind the backs of the Congress they organized the so-called Inter- 
national Materials Conference and very effectively did some of the 
things which they were forbidden to do under the guise of the Inter- 
national Trade Organization. 

We find that even when Congress caught up with them and denied 
the funds to the State Department to operate this International 
Materials Conference, these very agile young men—and there is no 
offense intended—— 

Mr. WrnanT. I am 61. 

Senator Martone. I doubt very much if you had all of the ideas that 
brought this about, if I am any judge of this setup, and I have been 
watching it now for a long time. You probably asked if there was 
some way you could get the money to do it, and the agile young men 
went to work. 

These very agile young men merely turned around and ran it under 
the Defense Production Administration funds. I find these people 
to be very flexible and very resourceful. They are very resourceful in 
testimony. Now, when the pressure proved too great, they apparently 
abandoned the International Materials Conference and announced 
that they were closing it down; but lo and behold, we find it springs 
up again in the United Nations. Each time it gets a little bigger. 

The New York Times on January 6, 1954, released the report of a 
United Nations study group which recommended the establishment of 
a new United Nations Commission on Trade Stabilization. This com- 
mission would negotiate multilateral commodity agreements with price 
stabilization features, and would have many of the same effects on 
the economy of this country and other nations as were contemplated 
n chapter 6 of the Habana Charter and the International Materials 
Conference. 

Mr. Secretary, I am going to leave this with you: I am very familiar 
with your record before you came to the State Department, and I like 
it. You were a Member of Congress, elected just the same as the 
Senators and Congressmen are now elected, entitled to your opinion, 
and on the whole your opinions were very good, in the opinion of a lot 
of Senators. 
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But what baffles Congress is that these things go on and on, regard- 
less of what they say and regardless of what the people of the com- 
munities think who elect us. 

We are confronted at the moment with the power in the State 
Department to further remake the industrial map of the United 
States of America in its own image. It can decide what is good for 
the United States as a whole in making friends internationally, and 
can trade any industry for some fancied advantage that it may 
conclude is correct. As long as that continues, and by now private 

sapital has learned its lesson, they will come to Washington to get 
money and go into partnership with the Government for ‘business in 
the United States and the production of such materials. They are 
doing it every day. 

We have a Small Business Committee in Congress, and they are 
doing good work. What are they doing? Little business is going 
down and down, and they are trying to get defense contracts for 
them. Maybe it is not an economical thing, but it keeps the com- 
munity going. 

We have had m: iny proposals from the State Department and others 
that they will try to train men for other work when they are put 
out of work through a trade agreement. We had the suggestion a 
couple of years ago, and had it renewed about 2 months ago, that we 
would put industries in depressed areas, which we ourselves depressed 
through the effect of trade agreements. If there is any doubt about 
that now, I do not think there will be after a few months’ debate. 

On the Senate floor the other day I happened to mention a con- 
tract that was let to England instead of the GE here, and I have no 


brief for GE any more than any other producer, but they employ 
lots of men. ‘here will be further and additional depressed areas 
if those bids are continually allotted there. Where they pay 54 
cents per hour in England and we pay $2.08 an hour here, it is 


impossible to compete, of course. No 
any knowledge at all of economics. 

Yet we allocate these great generators across the Atlantic Ocean, 
and it is impossible to get repairs for them in wartime, even if it is 
conceded they can make the proper generators and install them, which 
they have never done. 

We will put some kind of industry there, whether it is economic 
or not, and hold up the community. That is not the way the United 
States of America was developed, but I need not go further into that 
matter. It will all be hashed out in the reports “and debates. 

Again, Mr. Secretary and Mr. Winant, I want to say to you that 
I appreciate your appearance here. I am sorry it took so long, but 
I think it could have been facilitated if questions had been answered 
frankly instead of giving evasive answers. Nevertheless, the record 
will speak for itself, and we will get in touch with you if there is any- 
thing further required, and I hope that our relations will continue 
as they have been on a friendly basis. 

Mr. Morron. I can assure you on my part, too, Senator, on that 
point. 

Mr. Winant. I would like to subscribe to that, too, Senator. 

(Whereupon, at 1:25 p. m., Monday, January 18, 1954, the hearing 
was recessed, subject to call.) 


ody would expect it who had 





APPENDIX 


ExursitT No. 1 
[Pustic Law 520—79rH CoNGRESsS] 


[CHAPTER 590—2p Session] 


AN ACT To amend the Act of June 7, 1939 (53 Stat. 811), as amended, relating to the 
acquisition of stocks of strategic and critical materials for national-defense purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Act of June 7, 1939 (53 Stat. 811), 
as amended, is hereby amended to read as follows: 

“That the natural resources of the United States in certain stategic and 
critical materials being deficient or insufficiently developed to supply the in- 
dustrial, military, and naval needs of the country for common defense, it is the 
policy of the Congress and the purpose and intent of this Act to provide for the 
acquisition and retention of stocks of these materials and to encourage the con- 
servation and development of sources of these materials within the United 
States, and thereby decrease and prevent wherever possible a dangerous and 
costly dependence of the United States upon foreign nations for supplies of these 
materials in times of national emergency. 

“Sec. 2. (a) To effectuate the policy set forth in section 1 hereof the Secre- 
tary of War, the Secretary of the Navy, and the Secretary of the Interior, acting 
jointly through the agency of the Army and Navy Munitions Board, are hereby 
authorized and directed to determine, from time to time, which materials are 
strategie and critical under the provisions of this Act and to determine, from 
time to time, the quality and quantities of such materials which shall be stock- 
piled under the provisions of this Act. In determining the materials which are 
strategical and critical and the quality and quantities of same to be acquired the 
Secretaries of State, Treasury, Agriculture, and Commerce shall each designate 
representatives to cooperate with the Secretary of War, the Secretary of the 
Navy, and the Secretary of the Interior in carrying out the provisions of this 
Act. 

“(b) To the fullest extent practicable the Secretary of. War, the Secretary 
of the Navy, and the Secretary of the Interior, acting jointly, shall appoint in- 
dustry advisory committee selected from the industries concerned with the ma- 
terials to be stockpiled. It shall be the general function of the industry ad- 
visory committees to advise with the Secretary of War, the Secretary of the 
Navy, and the Secretary of the Interior and with any agencies through which 
they may exercise any of their functions under this Act with respect to the pur- 
chase, sale, care, and handling of such materials. Members of the industry ad- 
visory committees shall receive a per diem allowance of not to exceed $10 for 
each day spent at conferences held upon the call of the Secretary of War, the 
Secretary of the Navy, and the Secretary of the Interior, plus necessary traveling 
and other expenses while so engaged. 

“Sec. 3. The Secretary of War and the Secretary of the Navy shall direct the 
Secretary of the Treasury, through the medium of the Procurement Division of 
his Department, to— 

“(a) make purchases of strategic and critical materials with due regard 
to the objectives set forth in section 1 of this Act and pursuant to the deter- 
minations as provided in section 2 hereof which purchases (1) shall be 
made, so far as is practicable, from suppiies of materials in excess of the 
current industrial demand and (2) shall be made in accordance with title III 
of the Act of March 3, 1933 (47 Stat. 1520), but may be made without regard 
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to section 3709 of the Revised Statutes. A reasonable time (not to exceed one 
year) shall be allowed for preduction and delivery from domestic sources 
and in the case of uny such material available in the United States but which 
has not been developed commercially, the Secretary of War and the Secretary 
of the Navy may, if they find that the production of such material is eco 
nomically feasible, direct the purchase of such material without requiring 
the vendor to give bond; 

“(b) provide for the storage, security, and maintenance of strategic and 
critical materials for stock-piling purposes on military and naval reserva 
tions or other locations, approved by the Secretary of War and the Secretary 
of the Navy: 

“(c) provide through normal commercial channels for the refining or 
processing of any materials acquired or transferred under this Act when 
the Secretary of War and the Secretary of the Navy deem such action nee- 
essary to convert such materials into a form best suitable for stock piling, 
and such materials may be refined, processed, or otherwise beneficiated either 
before or after their transfer from the owning agency : 

“(d) provide for the rotation of any strategie and critical materials con 
stituting a part of the stock pile where necessary to prevent deterioratior 
by replacement of acquired stocks with equivalent quantities of substantially 
the same material with the approval of the Secretary of War and the Sec 
retary of the Navy ; 

“(e) dispose of any materials held pursuant to this Act which are 
longer needed because of any revised determination made pursuant to sec 
tion 2 of this Act, as hereinafter provided. No such disposition shall be 
made until six months after publication in the Federal Register and trans 
mission of a notice of the proposed disposition to the Congress and to the 
Military Affairs Committee of each House thereof. Such notice shall state 
the reasons for such revised determination, the amounts of the materials 
proposed to be released, the plan of disposition proposed to be followed, and 
the date upon which the material is to become available ft‘r sale or transfer. 
The plan and date of disposition shall be fixed with dué+regard to the pro 
tection of the United States against avoidable loss on the sale or transfer of 
the material to be released and the protection of producers, processors, and 
consumers against avoidable disruption of their usual markets: Provided, 
That no material constituting a part of the stock piles may be disposed of 
without the express approval of the Congress except where the revised 
determination is by reason of obsolescence of that material for use in time 
of war. For the purposes of this paragraph a revised determination is by 
reason of obsolescence if such determination is on account of (1) deteriora 
tion, (2) development or discovery of a new or better material or materials, 
or (3) no further usefulness for use in time of war. 

“Sec. 4. The Secretary of War and the Secretary of the Navy shall submit to 
the Congress, not later than six months after the approval of this Act, and every 
six months thereafter a written report detailing the activities with respect to 
stock piling under this Act, including a statement of foreign and domestic pur- 
chases, and such other pertinent information on the administration of the Act 
as will enable the Congress to evaluate its administration and the need for 
amendments and related legislation. 

“Sec. 5. The stock piles shall consist of all such materials heretofore purchased 
or transferred to be held pursuant to this Act, or hereafter transferred pursuant 
to section 6 hereof, or hereafter purchased pursuant to section 3 hereof, and 
not disposed of pursuant to this Act. Except for the rotation to prevent dete 
rioration and except for the disposal of any material pursuant to section 3 of this 
Act, materials acquired under this Act shall be released for use, sale, or other 
disposition only (a) on order of the President at any time when in his judgment 
such release is required for purposes of the common defense, or (b) in time of 
war or during a national emergency with respect to common defense proclaimed 
by the President, on order of such agency as may be designated by the President. 

“Sec. 6. (a) Pursuant to regulations issued by the War Assets Administration 
or its successor, every material determined to be strategic and critical pursuant 
to section 2 hereof, which is owned or contracted for by the United States or any 
agency thereof, including any material received from a foreign government under 
an agreement made pursuant to the Act of March 11, 1941 (55 Stat. 31), as 
amended, or other authority, shall be transferred by the owning agency, when 
determined by such agency to be surplus to its needs and responsibilities, to the 
stock piles established pursuant to this Act, so long as the amount of the stock 
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pile for that material does not exceed the quantities determined therefor pursuant 

» section 2 hereof. There shall be exempt from this requirement such amount of 
any material as is necessary to make up any deficiency of the supply of such 

aterial for the current requirements of industry as determined by the Civilian 
Production Administration or its successor. There shall also be exempt from this 
requirement (1) any material which constitutes contractor inventory if the 
owning agency shall not have taken possession of such inventory, (2) such 
amount of any material as the Army and Navy Munitions Board determines 

) are held in lots so small as to make the transfer thereof economicslly im 
practical; or (ii) do not meet or cannot economic ally be converted to meet, stock 
pile requirements determined in accordance with section 2 of this Act. The total 

aterial transferred to the stock piles established by this Act in accordance 
with this section during any fiscal year beginning more than twelve months after 
his Act becomes law shall not exceed in value (as determined by the Secretary 
of the Treasury on the basis of the fair market value at the time of each transfer ) 
an amount to be fixed by the appropriation Act or Acts relating to the acquisi 
tion of materials under this Act. 

“(b) Any transfer made pursuant to this section shall be made without charge 
against or reimbursement from the funds available under this Act, except that 
expenses incident to such transfer may be paid or reimbursed from such funds, 
nd except that, upon any such transfer from the Reconstruction Finance Corpo- 
ration, or any corporation organized by virtue of the authority contained in the 
Act of January 22, 1932 (47 Stat. 5), the Secretary of the Treasury shall cancel 
notes of Reconstruction Finance Corporation, and sums due and unpaid upor 
or in connection with such notes at the time of such cancellation, in an amount 
equal to the fair market value as determined by the Secretary of the Treasury 
of the material so transferred 

“(c) Effective whenever the Secretary of the Treasury shall cancel any notes 
ursuant to subsection (b) of this section, the amount of notes, debentures, 
honds, or other such obligations which the Reconstruction Finance Corporation 
is authorized and empowered to have outstanding at any one time under the 
provisions of existing law shall be deemed to be reduced by the amount of the 
notes so canceled. 

“(d) Subsection (b) of section 14 of the Act of October 3, 1944 (58 Stat. 765), 
is hereby amended to read as follows: 


“*(b) Subject only to subsection (c) of this section, any owning agency may 
dispose of 


“*(f) any property which is damaged or worn beyond economical repair ; 

“*(2) any waste, salvage, scrap, or other similar items; 

“*(3) any product of industrial, research, agricultural, or livestock 
operations, or of any public works construction or maintenance project, 
carried on by such ageney ; 

which does not consist of materials which are to be transferred in accordance 
with the Strategic and Critical Materials Stock Piling Act, to the stock piles 
established pursuant to that Act.’ 

“(e) Section 22 of the Act of October 3, 1944 (58 Stat. 765), is hereby re- 
pealed: Provided, That any owning agency as defined in that Act having control 
of materials that, when determined to be surpius, are required to be transferred 
to the stock piles pursuant to subsection (a) hereof, shall make such determina 
tion aS soon as such materials in fact become surplus to its needs and respon 
sibilities. 

“Sec. 7. (a) The Secretary of the Interior, through the Director of the 
Bureau of Mines and the Director of Geological Survey, is hereby authorized 
and directed to make scientific, technologic, and economic investigations con 
cerning the extent and mode of occurrence, the development, mining, prepara 
tion, treatment, and utilization of ores and other mineral substances found in 
the United States or its Territories or insular possessions, which are essential 
to the common defense or the industrial needs of the United States, and the 
quantities or grades of which are inadequate from known domestic sources, in 
order to determine and develop domestic sources of supply, to devise new methods 
for the treatment and utilization of lower grade reserves, and to develop substi- 
tutes for such essential ores and mineral products; on public lands and on pri- 
vately owned lands, with the consent of the owner, to explore and demonstrate 
the extent and quality of deposits of such minerals, including core drilling, 
trenching, test-pitting, shaft sinking, difting, cross-cutting, sampling, and 
metallurgical investigations and tests as may he necessary to determine the 
extent and quality of such deposits, the most suitable methods of mining and 
beneficiating them, and the cost at which the minerals or metals may be produced. 
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“(b) The Secretary of Agriculture is hereby authorized and directed to make 
scientific, technologic, and economic investigations of the feasibility of develop- 
ing domestic sources of supplies of any agricutural material or for using agri- 
cultural commodities for the manufacture of any material determined pursuant 
to section 2 of this Act to be strategic and critical or substitutes therefor. 

“Sec. 8. For the procurement, transportation, maintenance, rotation, storage, 
and refining or processing of the materials to be acquired under this Act, there 
is hereby authorized to be appropriated, out of any money in the Treasury not 
otherwise appropriated, such sums as the Congress, from time to time, may 
deem necessary to carry out the provisions of this Act. The funds so appro- 
priated, including the funds heretofore appropriated, shall remain available to 
carry out the purposes for which appropriated until expended, and shall be 
expended under the joint direction of the Secretary of War and the Secretary 
of the Navy. 

“Sec. 9. Any funds heretofore or heerafter received on account of sales or other 
dispositions of materials under the provisions of this Act, except funds received 
on account of the rotation of stocks, shall be covered into the Treasury as mis- 
cellaneous receipts. 

“Sec. 10. This Act may be cited as the Strategie and Critical Materials Stock 
Piling Act’.” 

Approved July 23, 1946. 


Exuisir No. 3 
[Department of State Publication 2411, November 1945] 


PROPOSALS FOR EXPANSION OF WORLD TRADE AND EMPLOYMENT 





Developed by a technical staff within the Government of the 
United States in preparation for an International Conference on 
Trade and Employment and presented for consideration by the 
peoples of the World. 


FOREWORD BY THE SECRETARY OF STATE 


The proposals contained in this pamphlet have been developed by experts 
drawn from several agencies of the United States Government, working together 
under the general chairmanship of William L, Clayton, Assistant Secretary of 
State, and are published, for consideration by the people of the United States and 
by the peoples and the governments of other countries, in preparation for an 
International Conference on Trade and Employment. 

It is important that such a Conference, based on these or similar proposals, 
should meet as soon as possible. Nations are now determining the policies which 
they will apply to trade in the postwar world, It is urgently necessary that these 
policies should be agreed upon, in order that the world may not separate into 
economic blocs. 

The Government of the United States, therefore, believes that such a Conference 
should meet, under the sponsorship of the United Nations, not later than the 
summer of 1946. The representatives of the United States in the appropriate 
organs of the United Nations will urge that this be done. 

The success of such a Conference depends on adequate preparation. This prep- 
aration should go forward immediately. The present publication and the careful 
work that lies behind it represent a determined effort to come to grips with 
the problems that wil confront such a Conference and so to prepare the way 
for its success. 

JAMES I’, BYRNES. 


DEPARTMENT OF STATE, 
Washington, November 1, 1945. 

Mr. SecreTary: I hand you herewith “Proposals for Consideration by an 
International Conference on Trade and Employment,” together with a state- 
ment of their purpose. 

These proposals have been developed over many months by a group of experts 
drawn from all the interested departments and agencies of the Government. 
They are intended to suggest a way in which the United States and other coun- 
tries may concert their policy and action in the field of international trade so 
that the enormous productive powers which lie all about us may be released 
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to operate fully for the general benefit. They are not regarded as final and 
erfect, but as a working basis for discussion and, I hope, for international action 
the near future. 

It is important that international agreement on the range of questions covered 
by these proposals be reached soon. All countries are faced by serious com- 
mercial problems and are taking action on them every day. Unless they act 
together, they will act at cross purposes and may well do serious damage to 
each other. But if they do act together, there is every possibility that the peoples 
of the world may enjoy, in our lifetime, a higher degree of prosperity and wel- 
fare than they have ever had before. Powers of production are now the greatest 
hat the world has known. To bring them into play requires agreement on 
principles of exchange and distribution which will permit trade, production, em- 
ployment, and consumption all to expand together. 

I therefore recommend that these proposals be published as a basis of dis- 
ussion and I would hope that such discussion might lead to an International 
Conference on Trade and Employment, to meet under the sponsorship of the 
United Nations, not later than the summer of 1946. 

Respectfully, 
WitiIAm L. CLAYTON, 
Assistant Secretary of State. 


IKXXPANSION OF WoRLD TRADE AND EMPLOYMENT 


ANALYSIS OF THE PROPOSALS 


The main prize of the victory of the United Nations is a limited and temporary 
power to establish the kind of world we want to live in. 

That power is limited by what exists and by what can be agreed on. Human 
institutions are conservative; only within limits can they be moved by conscious 

hoice. But after a great war some power of choice exists; it is important that 
the United Nations use it wisely. 

The fundamental choice is whether countries will struggle against each other 
for wealth and power, or work together for security and mutual advantage. 
Mhat choice was made in principle at San Francisco and has since been ratilied 
yy the overwhelming majority of the governments concerned. The business of 
ihe immediate future is to give that decision the necessary body of common 
institutions and so to support those institutions that the experiment may succeed. 

Success requires that the United Nations work together in every field of com- 
mon interest, in particular the economic. The experience of cooperation in the 
task of earning a living promotes both the habit and the techniques of common 
effort and helps make permanent the mutual confidence on which the peace de- 
pends. ‘The United Nations have therefore created not only an Economic and 
Social Council but special bodies to help them work together on many practical 
matters. Already there exist, or are in process of creation, agencies to deal 
with emergency relief, with currency, with international investment, with civil 
aviation, with labor, and with food and agriculture. 

The United Nations should also endeavor to harmonize their policies with 
respect to international trade and employment. An International Trade Or- 
ganization is still to be created. To this end, it is now proposed that an Inter- 
national Conference on Trade and Employment should be called by the United 
Nations, to meet not later than the summer of 1946. 

The common interests of countries in world trade are obvious. Science and 
technology have enormously increased the productive powers of man. Limits 
upon human welfare are imposed today, not by the ultimate poverty of nature’s 
resources, but by failure to use human powers to the full. Among the factors 
which obstruct our march toward the goal of freedom from want are excessive 
restrictions on exchange and distribution. Progress requires release from these 
restrictions. 

Every country has its arrangements for the organization of production and 
distribution within its borders. To make the best use of these arrangements, 
countries must exchange their products. World trade is not only the device 
through which useful goods produced in one country are made available to con- 
sumers in another; it is also the means through which the needs of people in 
one country are translated into orders and therefore into jobs in another. Trade 
connects employment, production and consumption, and facilitates all three. Its 
increase means more jobs, more wealth produced, more goods to be enjoyed. 
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Countries should therefore join in an effort to release trade from the various 
restrictions which have kept it small. If they succeed in this they will have 
made a major contribution to the welfare of their peoples and to the success of 
their common efforts in other fields. 

International trade is kept small by four things: 

(1) Restrictions imposed by governments ; 

(2) Restrictions imposed by private combines and cartels; 

(3) Fear of disorder in the markets for certain primary commodities 

(4) Irregularity, and the fear of irregularity, in production and employ 
ment. 

The Proposals which are herewith published deal with each of these problems 
I. Release from Restrictions Imposed by Governments 

Governments have restricted the freedom of traders by many measures anid 
for many reasons. They will continue to do so. No government is ready to em 
brace “free trade” in any absolute sense. Nevertheless, much can usefully be 
done by international agreement toward reduction of governmental barriers to 
trade. 

These barriers take many forms. A transaction between a willing buyer 
in one country and a willing seller in another may be prevented because the 
tariff of the buyer’s country creates an added cost too great to be borne; or be 
cause the paperwork required for export or import is so burdensome that the 
deal is not worth while: or because the seller cannot get an export license: o1 
because the buyer cannot acquire the seller’s currency to make a payment; or 
because importation is restricted by the buyer's country to a quota which has 
been exhausted: or because it is forbidden altogether. Or the seller many dis 
cover that tariff of the buyer’s country discriminates against him in favor of 
sellers located elsewhere. 

All these restrictions and the red tape connected with them have undoubtedly 
prevented many business transactions, cut down the total of world trade, and re 
duced to that extent the benefits which trade might bring to all the parties 
concerned. 

Larriers of this sort are imposed because they serve or seem to serve some pur 
pose other than the expansion of world trade. Within limits they cannot be for 
bidden. But when they grow too high, and especially when they discriminate 
between countries or interrupt previous business connections, they create bad 
feeling and destroy prosperity. The objective of international action should be 
to reduce them all and to state fair rules within which those that remain should 
be confined. 

This has often been attempted between two countries at a time or among several 
countries with respect to a single problem, These attempts have not been ade- 
quate because the many barriers are interdependent. Every country has its own 
kind of restriction, adapted to its own situation, and can hardly be expected to 
throw off its peculiar armor unless the other kinds of armor, employed by other 
countries, are thrown off at the same time. What is needed is a broad and yet 
detailed agreement, among many nations, dealing at one time with many differ- 
ent sorts of governmental restrictions upon trade, reducing all of them at once 
on a balanced and equitable basis, and stating rules and principles within which 
the restrictions permitted to remain should be administered. To prepare such 
an agreement should be one of the main tasks of the International Conference on 
Trade and Employment. 

The Proposals now published afford a basis on which agreement might be 
reached. Rules are suggested to limit quotas and embargoes to carefully defined 
cases and to avoid discrimination in their application. Provision is made for the 
substantial reduction of tariffs and the elimination of tariff preferences. Sub- 
sidies, especially subsidies on exports, would be brought under supervision. Local 
taxes on imported products would be limited to rates no higher than those levied 
on like products produced at home, Agencies of governments conducting for 
eign trade would be asked to give fair treatment to the commerce of friendly 
States, to make their purchases and sales on economic grounds, and to avoid 
using a monopoly of imports to afford excessive protection to domestic producers, 
On these and other points the Proposals try to state fair principles acceptable 
to all and of benefit to all. 

The proof of any principle is in its application. Therefore, effective prepara- 
tion for the Conference must include detailed negotiations on trade barriers to 
commerce as soon as possible. These negotiations should get down to cases, seek 
ing to reduce tariffs, to eliminate preferences, and to lighten or remove other 
barriers to trade, whatever they may be. 
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In the United States, such negotiations are conducted under the Reciprocal 
Trade Agreements Act, which was renewed by Congress in June 1945 with an 
increase of the authority conferred upon the President. The use of that au- 
thority is one of the most important contributions which the United States can 
make to the success of the Conference. 

Accordingly this country should undertake negotiations under the Trade Agree- 
mers Act with several other governments as soon as a mutually satisfactory 
basis can be found, the required notices published, the statutory public hearings 
held, and their results considered. These negotiations cannot practicably be con- 
ducted with all countries at the same time, but the effort should be to get forward 
vith the work, commencing before the general Conference convenes and continu- 
ng until every friendly country has participated in the enterprise. 

Together, if they will, the countries of the world now have it in their power 
to free their trade from excessive governmental barriers. When that happens, 
nd to the extent that it happens, more ships will sail with fuller cargoes, more 
men will be employed, more goods will be produced, and more people will have 
better things to eat and wear and otherwise consume. 

IT. Release From Restrictions Imposed by Private Combines and Cartels 

Trade may also be restricted by business interests in order to obtain the unfair 
advantage of monopoly. 

In many lines this has not happened, but in others, as experience discloses, 
firms have banded together to restrain competition by fixing common selling 
prices, by dividing the world into exclusive markets, by curtailing production, 
by suppressing technology and invention, by excluding their rivals from particular 
fields, and by boycotting outsiders. These practices destroy fair competition and 
fair trade, damage new businesses and small businesses, and levy an unjust 
toll upon consumers. Upon occasion they may be even more destructive of world 
trade than are restrictions imposed by governments. 

Goods can surmount a tariff if they pay the duty; they can enter despite a 
quota if they are within it. But when a private agreement divides the markets 
of the world among the members of a cartel, none of those goods can move 
between the zones while the contract is in force. Clearly if trade is to increase 
as a result of the lightening of government restrictions, the governments con- 
cerned must make sure that it is not restrained by private combinations. 

The Proposals therefore contemplate that countries will act, individually and 
cooperatively, to curb those restrictive business practices in international trade 
which interfere with the objectives of increased production and trade, access 
on equal terms to markets and raw materials, and high levels of employment and 
real income. 

To this end, it is suggested that a special agency be established within the 
International Trade Organization to receive complaints concerning restrictive 
practices of international combines and cartels, to obtain and examine the facts 
which are relevant to such cases, and to advise the Organization as to the 
remedies that may be required. 

Enforcement against private violators necessarily rests with member govern- 
ments. It will be the function of the Organization to recommend to ‘these 
covernments that they take action under their own laws and procedures In 
the United States, enforcement would continue to be by judicial proceedings 
under the antitrust laws. 


III, Release From Fear of Disorder in the Markets for Primary Commodities 

After a great war there is danger of violent and rapid movement in the mar 
kets for primary commodities. The production of some things has been increased 
enormously to meet a war demand or to replace sources of production cut off 
by enemy action. Some time after the end of the fighting, the war demand 
subsides, goods held by the armies are returned to normal channels, and old 
sources of production come back into the markets and add to supplies. There 
is suddenly too much of some commodities and the prices react accordingly 
Many countries learned after the last war that such changes can be devastating 

If the Proposals so far discussed can be put into effect, a great advance will 
have been made toward increasing trade and business activity. The resulting 
expansion of incomes and consumption should go a long way toward enlarging 
the demand for primary commodities. The best cure for any surplus is more 
money in the pockets of consumers. And general prosperity will make it easier 
for people caught by a particular failure of demand to shift to other lines where 
opportunities are better. 
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Such shifts are occurring all the time in any progressive society. Public 
policy should not seek to prevent them, for they are a necessary part of the 
process by which the economy meets the changing needs of the people. But if 
the changes come too fast they may bring serious distress to many small pro 
ducers and to their communities. It is important that the needed changes by 
made gradually. 

When excess supplies threaten, the first effort obviously should be to increase 
consumption. But if study discloses that that cannot be done rapidly enough to 
be effective, other measures may be needed. And since action by one country 
is quite likely to affect producers and consumers in another, there should be 
consultation between governments. 

Consultation may result in a proposal for an intergovernmental commodity 
agreement. Such agreements are not intended to freeze existing patterns of 
production, but rather to provide a program of adjustment and a period of time 
within which the essential changes can be made without undue hardship. 

During the transition, it may be necessary to restrict production or exports, 
to fix prices, or to allocate shares of markets among producing countries. 
Controls of this sort should not be applied in any case unless the need is real and 
serious, affecting many people, and not curable by the normal process of com- 
petition. And when they are set up they should be strictly temporary, lasting 
no longer than required to carry out the necessary shifts. Their purpose is not 
to protect vested interests, but to prevent widespread distress during the course 
of necessary change. 

Intergovernmental restrictions on production or on exports might be used 
like international cartels—to take unfair advantage of consumers. Therefore 
the Proposals recommend adherence to the rule that consuming countries be 
entitled to participate along with producers in the original consideration of such 
agreements and be entitled also to an equal voice in their administration. 
Furthermore, there should be full publicity about each scheme and all its opera- 
tions, in order that the world may make sure that it is managed in the general 
interest. 


IV. Release From Fear of Irregularity in Production and Employment 

Every country will seek so to manage its own affairs that its business life will 
be free from violent depressions. The object of international action should be 
to insure that these national efforts reinforce each other and do not cancel out. 

The industrial activity of every country is affected by the size and the regu 
larity of its orders from abroad. When industry in any country slows down 
and its purchases of foreign materials are cut, the effects are felt in every corner 
of the globe. Full and regular production at home, with increased participa- 
tion in world trade, is the greatest boon which any people can confer upon 
producers throughout the world. 

It is important, however, that nations should not seek to obtain full employ- 
ment for themselves by exporting unemployment to their neighbors. To seek 
employment by prohibiting imports or by subsidizing exports would be harmful 
and self-defeating. The business of the Conference, therefore, should be to 
establish general agreement that each country will seek, on its own account, 
to maintain full and regular production, that it will not do so by using measures 
which would damage other countries or prevent the expansion of world trade, 
and that all countries will cooperate in exchanging information and participate 
in consultations with respect to anti-depression policies. 


V. An International Trade Organization 

Arrangements on this scale clearly require, for their successful operation, 
both an international forum where they may be discussed and improved and 
an international staff to assist in their administration. 

The Proposals therefore suggest that an International Trade Organization be 
created, to stand beside the existing international agencies dealing with cur- 
rency, investment, agriculture, labor, and civil aviation. It should have a 
constitution much like those of the other agencies set up by the United Nations, 
with enough internal specialization to enable it to perform the tasks assigned 
to it in dealing with trade barriers, restrictive business practices, and inter- 
national commodity arrangements. Detailed suggestions on this matter are 
contained in the Proposals. 

The Organization should be designed as the central international agency to 
deal with trade. It should be brought into relation with the Economic and 
Social Council in the manner provided in the Charter of the United Nations. 
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The Proposals reflect awareness that we live in a world of many countries 
with a variety of economic systems. They seek to make it possible for those 
svstems to meet in the market-place without conflict, thus to contribute each 
to the other’s prosperity and welfare. In no case do they impinge upon sov- 
ereign independence, but they do recognize that measures adopted by any country 
may have effects abroad and they suggest for general adoption fair rules of 

itual tolerance. 

The purpose is to make real the principle of equal access to the markets and 

1e raw materials of the world, so that the varied gifts of many peoples may 

ert themselves more fully for the common good. ‘The larger purpose is to 
tribute to the effective partnership of the United Nations, to the growth 
international confidence and solidarity, and thus to the peservation of the 
eace, 


PROPOSALS FOR CONSIDERATION BY AN INTERNATIONAL CONFERENCE ON TRADE AND 
EMPLOYMENT 


A. NEED FOR INTERNATIONAL ECONOMIC COOPERATION 


1. Collective measures to safeguard the peoples of the world against threats 
to peace and to reach just settlements of disputes among nations must be based 
not only on international machinery to deal directly with disputes and to pre- 
vent aggression, but also on economic cooperation among nations with the object 
of preventing and removing economic and social maladjustments, of achieving 
fairness and equity in economic relations between states, and of raising the level 
if economic well-being among all peoples. 

2. Important contributions have already been made toward the attainment of 
these objectives. The Food and Agriculture Organization of the United Nations 
has been established. An International Monetary Fund to maintain reasonable 
exchange stability and facilitate adjustment in the balance of payments of 
member countries, and an International Bank for Reconstruction and Develop- 
ment to provide financial resources on a cooperative basis for those purposes 
ure awaiting the action of governments required for their establishment. 

3. In order to reach the objectives of the Atlantic Charter and Article VII of 
the mutual-aid agreements, it is essential that the cooperative economic measures 
already taken or recommended be supplemented by further measures dealing 
directly with trade barriers and discriminations which stand in the way of an 
expansion of multilateral trade and by an undertaking on the part of nations 
to seek full employment. 

1. Cooperative action with respect to trade and employment is indispensable 
to the success of such other measures as those dealing with monetary and 
exchange stability and the flow of investment capital. Effective action in regard 
to employment and to trade barriers and discriminations must, therefore, be 
taken or the whole program of international economic cooperation will fail, 

nd an economie environment conducive to the maintenance of peaceful inter 
national relations will not be created. 


B. PROPOSALS CONCERNING EMPLOYMENT 


Since high and stable levels of employment are a necessary condition for an 
enlarged volume of trade, and since problems of trade and employment are to be 
considered jointly at an international conference, the following propositions are 
advanced. 


Governing Principles 
1. It is recognized that: 

a. In all countries high and stable employment is a main condition for 
the attainment of satisfactory levels of living. 

b. The attainment of approximately full employment by the major 
industrial and trading nations, and its maintenance on a reasonably assured 
basis, are essential to the expansion of international trade on which the 
full prosperity of these and other nations depends; to the full realization of 
the objectives of all liberal international agreements in such fields as com- 
mercial policy, commodity problems, restrictive business practices, monetary 
stabilization, and investment; and, therefore, to the preservation of world 
peace and security. 

2. Domestic programs to expand employment should be consistent with realiza- 
tion of the purposes of liberal iniernational agreements and compatible with the 
economic well-being of other nations. 
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3. It is recognized that the adoption of the Bretton Woods Agreements ana o 
measures to reduce restrictions on trade will contribute substantially to the 
maintenance of productive employment. 

4. The United Nations have pledged, in the Charter of the United Nations 
Organization, to take joint and separate action in cooperation with the Organiza- 
tion to achieve the economic and social purposes of the United Nations, including 
higher standards of living, full employment, and conditions of economic and 
social progress and development. 




















Effectuation of Aims 


There should be an undertaking that: 

1. Each of the signatory nations will take action designed to achieve and 
maintain full employment within its own jurisdiction, through measures appro 
priate to its political and economic institutions, 

2. No nation will seek to maintain employment through measures which are 
likely to create unemployment in other countries or which are incompatible wit! 
international undertakings designed to promote an expanding volume of inter 
national trade and investment in accordance with comparative efficiencies of 
production. 

3. Signatory nations will make arrangements, both individually and collabora 
tively under the general sponsorship of the Economie and Social Council of the 
United Nations Organization, for the collection, analysis, and exchange of in 
formation on einployment problems, trends, and policies 

4. Signatory nations will, under the general sponsorship of the Economic and 
Social Council, consult regularly on employment problems and hold special con 
ferences in case of threat of widespread unemployment. 








C, PROPOSALS CONCERNING AN INTERNATIONAL TRADE ORGANIZATION 










Need for an International Trade Organization 





1. Measures designed to effect an expansion of trade are essential because of 
their direct contribution to maximum levels of employment, production, and 
consumption. Since such expansion can only be attained by collective measures 
in continuous operation and adaptable to economic changes, it is necessary to 
establish permanent machinery for international collaboration in matters affect 
ing international commerce, with a view to continuous consultation, the provision 
of expert advice, the formulation of agreed policies, procedures, and plans, and 
to the development of agreed rules of conduct in regard to matters affecting 
international trade. 

2. It is accordingly proposed that there be created an International Trade 
Organization of the United Nations, the members of which would undertake to 
conduct their international commercial policies and relations in accordance with 
agreed principles to be set forth in the articles of the Organization. These prin 
ciples, in order to make possible an effective expansion of world production, em 
ployment, exchange, and consumption, should: 

a. Provide an equitable basis for dealing with the problems of govern 
mental measures affecting international trade; 

b. Provide for the curbing of restrictive trade practices resulting from 
private international business arrangements ; and 

ce. Govern the institution and operation of intergovernmental commodity 
arrangements. 























Proposed International Trade Organization 





There follows an outline of the principles which it is proposed should be in 
corporated in the articles of the Organization. 





Chapter I. Purposes 













The purposes of the Organization should be: 
1. To promote international commercial cooperation by establishing machinery 
for consultation and collaboration among member governments regarding the 
solution of problems in the field of international commercial policies and relations 

2. To enable members to avoid recourse to measures destructive of world com 
merce by providing, on a reciprocal and mutually advantageous basis, expanding 
opportunities for their trade and economic development. 

3. To facilitate access by all members, on equal terms, to the trade and to the 
raw materials of the world which are needed for their economic prosperity. 
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t. In general, to promote national and international action for the expansion of 
he production, exchange and consumption of goods, for the reduction of tariffs 
nd other trade barriers, and for the elimination of all forms of discriminatory 
eatment in international commerce; thus contributing to an expanding world 
conomy, to the establishment and maintenance in all countries of high levels of 
uploy ment and real income, and to the creation of economic conditions con- 
lucive to the maintenance of world peace. 


Chapter II, Membership 


The original members of the Organization should be those countries participat- 
» in the Conference on Trade and Employment which accept membership, 
Chapter I1I. General Commercial Policy 
Section A. General Commercial Provisions 


\lembers should undertake: 

1. To accord to products imported from other members treatment no less 
avorable than that accorded to domestic products with regard to matters 
iffecting the internal taxation and regulation of the trade in goods. 

2. To provide, for products in transit through their territories, coming from 

going to other members, freedom from customs and transit duties, from 
nreasonable transit charges, and from discriminatory treatment of all kinds. 

To subscribe to a general definition of the circumstances under which anti- 
dumping and countervailing duties may properly be applied te products imported 
from other members. 

1. To give effect, as soon as practicable, to agreed principles of tariff valuation 
designed to assure the use of true commercial values as a basis for assessing 
duties, and to cooperate with other members and with the Organization in work- 

ng out internationally acceptable valuation procedures of a standardized 
character, 

5. To give effect, as soon as practicable, to agreed principles looking toward 
the simplification of customs formalities with a view to eliminating unnecessary 
requirements which afford an indirect protection to domestic products. 

6. To eliminate excessive requirements regarding marks of origin in so far as 
they affect products imported from other members. 

7. To refrain from governmentally financed or organized boycotts or cam- 
paigns designed to discourage, directly or indirectly, importation or consumption 
of products of other members. 

8. To provide for adequate publicity regarding laws and regulations affecting 
foreign trade, and to maintain or establish national tribunals of an independent 
character to review and correct administrative customs action. 

9. To transmit to the Organization appropriate trade information and sta- 
tistics. 

10. To cooperate with the Organization and with other members in carrying out 
or implementing the articles of the Organization. 


Section Bb. Tariffs and Preferences 


1. Import tariffs and preferences.—In the light of the principles set forth in 
Article VII of the mutual aid agreements, members should enter into arrange- 
ments for the substantial reduction of tariffs and for the elimination of tariff 
preferences, action for the elimination of tariff preferences being taken in con- 
junction with adequate measures for the substantial reduction of barriers to 
world trade, as part of the mutually advantageous arrangements contemplated 
in this document. 

As an initial step in the process of eliminating tariff preferences it should be 
igreed that: 

a. Existing international commitments will not be permitted to stand in 
the way of action agreed upon with respect to tariff preferences. 

b. All negotiated reductions in most-favored-nation tariffs will operate 
automatically to reduce or eliminate margins of preference. 

c. Margins of preference on any product will in no case be increased and 
no new preferences will be introduced. 

2. Export tariffs and preferences.—Export duties should be open to negotiation 
in the same way as import duties. Members should undertake not fo impose 
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or maintain export duties which differentiate by reference to the destinations 
which the goods are exported. 





3. HLmergency action Commitments with regard to 


tariffs should pen 
countries to take 


temporary action to prevent sudden and widespread injury 
the producers concerned Undertakings for reducing tariffs 
contain an escape clause to cover such contingencies 







should therefore 






Section C. Quantitative Trade Restrictions 














l. General elimination of quantitative restrictions Except 
elsewhere in this Chapter, 
embargoes, or 





as provided fi 
members should undertake not to maintain any quotas, 
other quantitative restrictions on their export or import trade 


With other members, This undertaking should not, however, apply to the 
following : 








a 






linport and export prohibitions or restrictions, imposed during the early 
postwar transitional period, which are essential to (a) the efficient use of 
shipping space in short supply, () the equitable international distribution 
of products in short supply, or (¢) the orderly liquidation of temporary 
surpluses of government stocks accumulated as a result of the war. Such 
prohibitions and restrictions should be removed not later than 
after the close of hostilities, but 







three years 
provision should be made whereby this 
period may be extended with the concurrence of the Organization. 

b. Export prohibitions or restrictions temporarily imposed to relieve con 
ditions of distress in the exporting country caused by severe shortages of 
foodstuffs or other essential products, 







c 


Export prohibitions or restrictions necessary to the application of suit 
able standards for the classification and grading of 
national commerce. 

d, Export or import quotas imposed under intergovernmental commodity 
agreements conforming to the principles set forth in Chapter V. 






columodities in inter 






Import quotas on agricultural products, imported in any form, neces 

sary to the enforcement of governmental measures which operate (a) to 
restrict the quantities of like domestic products which may be marketed o1 
produced, or (/) to remove a temporary surplus of like domestic products 
by making such surpluses available to certain groups of domestic consumers 
free of charge or at prices below the current market level. Such quotas 
should not be more restrictive than necessary, should be removed as soon 
as they cease to be necessary for the purposes of this subparagraph, and 
should be made the subject of periodic consultation with the Organization. 
If such quotas are allocated among sources of supply, they should be allo 
cated fairly, on the basis of imports during a previous representative period, 
account being taken in so far as practicable of any special factors which 
may have affected or which may be affecting the trade in the product con- 
cerned. Import quotas imposed under (a) of this subparagraph should not 
be such as would reduce imports relatively to domestic production as com 
pared with the proportion prevailing in a previous representative period, 
account being taken in so far as practicable of any special factors which 
may have affected or which may be affecting the trade in the product con 
cerned. 

2. Restrictions to safeguard the balance 













of payments—Members confronted 
with an adverse balance of payments should be entitled to impose quantitative 
import restrictions as an aid to the restoration of equilibrium in the balance 
of payments. This provision should be operative under conditions and proce 
dures to be agreed upon. These conditions and procedures 
a. should set forth criteria and requirements in the light of which balance 
of-payments restrictions might be imposed ; 

b. should, as regards the use of such restrictions in the post-war tran 
sitional period, be framed on principles which would be designed to promote 
the maximum development of multilateral trade during that period and 
which in no event would be more restrictive of such trade than the principles 
applicable, under Article XIV of the International Monetary Fund Agree- 
ment, to the use of exchange restrictions in the transitional period: 

c. should provide for the determination of the transitional period for the 
purposes of subparagraph b, above, by a procedure analogous to that con 
tained in Article XIV of the International Monetary Fund Agreement; 

d. should provide for the full application of nondiscrimination in the use 
of such restrictions after the transitional period ; and 
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e. should make appropriate provision for international consultation regard 
ing balance-of-payments restrictions, whether imposed during the tran 
sitional period or thereafter. 

3. Equality of treatment.—Quantitative restrictions imposed on balance-of 
payments grounds should be deemed nondiscriminatory if they are administered 
on a basis which does not discriminate among sources of supply in respect of 
any imported product. 

a. In the case of restrictions imposed in the form of quotas, members 
imposing such quotas should publish the global amounts or values of the 
various products which will be permitted to be imported during a specified 
future period. Any allocation of such quotas among sources of supply 
should be based insofar as practicable upon the proportion of the total 
mports of the product in question supplied by the various member countries 
in a previous representative period, account being taken of any special 
factors which may have affected or which may be affecting the trade in 
that product. 

b. In the case of restrictions not imposed in the form of quotas, the membe1 
imposing the restrictions should undertake to provide, upon the request of 
any other member having an interest in the product concerned, all relevant 
information as to the administration of the restriction, including information 
as to the import licenses granted over a past period and the distribution of 
such licenses among sources of supply. 

c. Any member should be entitled to raise with the Organization the ques 
tion as to whether another member was imposing balance-of-payments restri 
tions, whether in the form of quotas or otherwise, in a manner not in harmony 
with the guiding principles stated above or in a manner which unnecessarily 
injured its commerce, and the member imposing the restrictions should 
undertake in these circumstances to discuss the grounds on which it had 
acted. 

1. Inconvertible currencies.—The undertakings set forth in paragraph 5 above 
should not apply in cases in which their application would have the effect of pre 
venting a member from utilizing inconvertible currencies for buying needed 
imports. 

5. Searce currencies and currencies of territories having a common quota’ in 
the Monetary Fund.—Members should ot be precluded by this Section from apply 
ing quantitative restrictions (a) in pursuance of action which they may take 
under Article VII of the International Monetary Fund Agreement, relating to 
scarce currencies, or (0) in a manner designed to maintain the par value of the 
currencies of territories having a common quota in the Monetary Fund, in accord 
ance with Article XX, Section 4 (g) of that Agreement 

6. Application of quantitative restrictions by state-trading organizations 
The provisions of this Section relating to quantitative restrictions on imports 
for balanec-of-payments reasons should apply equally to the restriction of in 
ports by state-trading organizations for the same reasons. 


Section D. Subsidies 


1. Subsidies in general.—Subject to the provisions of paragraphs 2 and 3, below, 
members granting any subsidy which operates to increase exports or reduce im 
ports should undertake to keep the Organization informed as to the extent and 
nature of the subsidy, as to the reason therefor and as to the probable effects or 
trade. They should also be prepared, in cases where, under procedures approved 
hy the Organization, it is agreed that serious injury to international trade 
threatens to result from the operation of the subsidy, to discuss with other mem 
hers or with the Organization possible limitations on the quantity of the domestic 
product subsidized. In this paragraph, the term “subsidy” includes any form of 
internal income or price support. 

2. Eeport subsidies.—Subject to the provisions of paragraph 3, below, members 
should undertake not to take any action which would result in the sale of a 
product in export markets at a price lower than the comparable price charged 
for the like product to buyers in the home market, due allowance being made 
for differences in conditions and terms of sale, for differences in taxation, and 
for other differences affecting price comparability This undertaki: should 
take effect, at latest, within 3 years of the establishment of the Organizatior If 


undertaking in respect of any particular commodity or commodities, it should 
nform the Organization, with an explanation of the reasons. It should then | 


i 


at the end of that time any member considers itself unable to comply with the 
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decided by consultation among the interested members under procedures ap- 
proved by the Organization whether there should be some further extension of 
time for the member desiring it in respect of the commodity or commoditic 
concerned 

3. Commodities in surplus supply. 

a. When it is determined, in accordance with precedures approved by the 
Organization, that a commodity is, or is likely to become in burdensome 
world surplus, the members which are important producers of consumers 
of the commodity should agree to consult together with a view to promoting 
consumption increases, to promoting the reduction of production through 
the diversion of resources from uneconomic production, and to seeking if 
necessary, the conclusion of an intergovernmental commodity arrangement 
in accordance with the principles of Chapter V. 

b. If, however, within a reasonable time to be agreed upon, such steps 
should fail of their object, the provisions of paragraphs 1 and 2, above, should 
cease to apply to such product until such time as it has been agreed under 
procedures approved by the Organization that those provisions should be re- 
applied to it. 

c. With regard to any export subsidies which may be imposed under sub 
paragraph (0), no member should employ such subsidies so as to enlarge its 
share of the world market, as compared with the share prevailing in a pre 
vious representative period. The question as to what period would be rep 
resentative in respect of the particular product concerned should be a sub 
ject for international consultation through the Organization. 


Section kL. State Trading 


1. Equality of treatment.—Members engaging in state trading in any form 
equality of treatment to all other members. To this end, members should under 
take that the foreign purchases and sales of their state-trading enterprises sha! 
be influenced solely by commercial considerations, such as price, quality, mai 
ketability, transportation and terms of purchase or sale. 

2. State monopolies of individual products—Members maintaining a state 
monopoly in respect of any product should undertake to negotiate, in the manner 
contemplated for tariffs, the maximum protective margin between the landed 
price of the product and the price at which the product (of whatever origin, do 
mestic or foreign) is sold in the home market. Members newly establishing such 
monopolies should agree not to create protective margins greater than the tariffs 
which may have been negotiated in regard to those products. Unless the product 
is subject to rationing, the monopoly should offer for sale such quantities of the 
product as will be sufficient to satisfy the full domestic demand. 

3. Complete state monopolies of foreign trade.—As the counterpart of tariff 
reductions and other actions to encourage an expansion of multilateral trade by 
other members, members having a complete state monopoly of foreign trade should 
undertake to purchase annually from members, on the nondiscriminatory basis 
referred to in paragraph 1, above, products valued at not less than an aggregate 
amount to be agreed upon. This global purchase arrangement should be sub 
ject to periodic adjustment in consultation with the Organization. 


Section F. Exchange Control 


1. Relation to the International Monetary Fund.—In order to avoid the im- 
position of trade restrictions and discriminations through exchange techniques, 
the members of the International Trade Organization should abide by the ex- 
change principles established pursuant to the Articles of Agreement of the Inter- 
national Monetary Fund and for this reason it should be required that the Organ- 
ization and the Fund have a common membership. 

2. Equality of exchange treatment.—Members maintaining or establishing ex- 
change restrictions should undertake to accord to the trade of other members the 
equality of treatment with respect to all aspects of such restrictions required un- 
der the provisions of the Articles of Agreement of the International Monetary 
Fund or, in cases where the approval of the Fund is required, the equality of 
treatment prescribed by the Fund after consultation with the International Trade 
Organization. 
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Section G. General Exceptions 


rhe undertakings in this Chapter should not be construed to prevent members 

from adopting or enforcing measures: 

1. necessary to protect public morals; 

2. necessary to protect human, animal or plant life or health; 

3. relating to the traffic in arms, ammunition and implements of War, and, 
in exceptional circumstances, all other military supplies ; 

4. relating to the importation or exportation of gold or silver ; 

5. necessary to induce complian e with laws or regulations, such as those 
relating to customs enforcement, deceptive practices, and the protection of 
patents, trademarks and copyrights, which are not inconsistent with the 
purposes of the Organization ; 

6. relating to prison-made goods ; 

7. imposed for the protection of national treasures of artistic, historic or 
archaelogical value ; 

8. undertaken in pursuance of obligations for the maintenance of peace 
and security; or 

%. imposed, in exceptional cases, in accordance with a recommendation of 
the Organization formulated in accordance with criteria and procedures to 
be agreed upon, 


Section H. Territorial Application of Charter III 


1. Customs territories —The provisions of Chapter III should apply to the 
customs territories of the members. If any member has more than one customs 
territory under its jurisdiction, each customs territory should be considered a 
separate member for the purpose of applying the provisions of Chapter III. 

2. Frontier trafic and customs unions.—The provisions of Chapter III should 
not prevent any member a) from according advantages to adjacent countries in 
order to facilitate frontier traffic or 6) from joining a customs union, provided 
that such customs union meets certain agreed criteria. Members proposing to 
join a customs union should consult with the Organization and should make 
available to it such information as would enable it to make appropriate reports 
and recommendations, 


Chapter V. Restrictive Business Practices 


1. Curbing of restrictive business practices—There should be individual and 
concerted efforts by members of the Organization to curb those restrictive busi 
ness practices in international trade (such as combinations or agreements to fix 
prices and terms of sale, divide markets or territories, limit production or ex- 
ports, suppress technology or inventions, exclude enterprises from particular 
fields, or boycott or discriminate against particular firms) which have the effect 
of frustrating the objectives of the Organization to promote expansion of pro- 
duction and trade, equal access to markets and raw materials, and the main 
tenance in all countries of high levels of employment and real income. 

2. Cooperation among members.—In order to achieve the purposes of para- 
graph 1, the Organization should be charged with the furtherance of this ob- 
jective. The Organization should receive complaints from any member (or, 
with the permission of the member, from commercial enterprises within its juris- 
diction who allege that their interests are affected), that the objectives of the 
Organization are being frustrated by a private international combination or 
agreement. The Organization should be empowered to call upon any member to 
provide information relevant to such a complaint; it should consider such data 
and, if warranted, make recommendations to the appropriate members for ac 
tion in accordance with their respective laws and procedures; it should be em- 
powered to request reports from members as to their actions in implementing 
such recommendations, and to report thereon. The Organization should also 
be authorized, within the scope of its subject matter, to conduct studies, to make 
recommendations concerning uniform national standards, and to call conferences 
of member states for purposes of general consultation. 
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3. Continued effectiveness of national laws and regulations directed against 
restrictive business practices.—Any act or failure to act on the part of the Organ 
ization should not preclude any member from enforcing within its own juris 
diction any national statute or decree directed toward the elimination or pre 
vention of restrictive business practices in international trade. 

1. Special enforcement arrangements.—It should be provided that members 
may, by mutual accord, cooperate in measures for the purpose of making more 
effective any remedial order which has been issued by a duly authorized agency 
of another member. 


Chapter V. Intergovernmental Commodity Arrangements 


The production of, and trade in, primary commodities is exposed to certain diffi 
culties different in character from those which generally exist in the case of 
manufactured goods: and these difficulties, if serious, may have such widespread 
repercussions as to prejudice the prospect of the general policy of economic 
expansion. Members should therefore agree upon the procedure which should 
be adopted to deal with such difficulties. 

1. Special commodity studies 

a, Special studies should be made in accordance with the procedure set 
forth in }, below, of the position of particular commodities of which excess 
supplies exist or are threatened, to the end that, if possible, consumption 
may be increased and the anticipated difficulties may thereby be averted 

b. Members substantially interested in the production or consumption of 
a yrurticular commodity should be entitled, if they consider that special 
difficulties exist or are expected to arise regarding that commodity, to ask 
that a special study of that commodity be made, and the Organization, if it 
tinds that these representations are well founded, should invite the members 
principally concerned in the production or consumption of that commodity 
to appoint representatives to a Study Group to make a special study of that 
commodity 


» 


2. Intergovernmental commodity conferences.—lIf it is concluded, in the light 
of an investigation of the root causes of the problem, that measures for increas- 
ing the consumption of a commodity are unlikely to operate quickly enough to 


prevent excess supplies of the commodity from accumulating, the members may 
ask the Organization to convene an intergovernmental conference for the 
purpose of framing an intergovernmental commodity agreement for the com- 
modity concerned, 

3. Objectives of intergovernmental commodity agreements.—It should be 
recognized that intergovernmental commodity agreements involving restrictions 
on production or trade would be justified in the circumstances stated in para 
graph 2 above to achieve the following objectives: 

a, To enable member countries to find solutions to particular commodity 
problems without resorting to unilateral action that tends to shift the 
burden of their problems to other countries. 

»b. To prevent or alleviate the serious economic problems which may arise 

when, owing to the difficulties of finding alternative employment, production 
adjustments cannot be effected by the free play of market forces as rapidly 
as the circumstances require 

c. To provide a period of transition which will afford opportunities for 
the orderly solution of particular commodity problems by agreement between 
member governments upon a program of over-all economic adjustments 
designed to promote a shift of resources and manpower out of over-expanded 
industries into new and productive occupations, 

1. Principles of intergovernmental commodity agreements.—Members should 
undertake to adhere to the following principles governing the institution of inter 
governmental commodity agreements: 

a. Members having an interest in the production or consumption of any 
commodity for which an intergovernmental commodity agreement is pro- 
posed, should be entitled to participate in the consideration of the proposed 
agreement. 

bh. Members should undertake not to enter into intergovernmental com 
modity agreements involving the limitation of production or exports or the 
allocation of markets, except after: 

(1) Investigation by the Study Group of the root causes of the problem 
which gave rise to the proposal ; 

(2) Determination, in accordance with procedures approved by the 
Organization, either : 
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(a) that a burdensome surplus of the product concerned has 
developed or is developing in international trade and is accom- 
punied by widespread distress to small producers accounting for a 
substantial proportion of the total output and that these conditions 
cannot be corrected by the normal play of competitive forces because, 
n the case of the product concerned, a substantial reduction of 
price leads neither to a significant increase in consumption nor to a 
significant decrease in produc tion ; oF 

(b) that widespread unemployment, unrelated to general busi- 
ness conditions, has developed or is developing in respect of the 
industry concerned and that such unemployment cannot be corrected 
by the normal play of competitive forces rapidly enough to prevent 
widespread and undue hardship to workers because, in the case of 
the industry concerned, (i) a substantial reduction of price does 
not lead to a significant increase in consumption but leads, instead, 
to the reduction of employment, and (ii) the resulting unemploy 
ment cannot be remedied by normal processes of reallocation : 

(3) Formulation and adoption by members of « program of economic 
adjustment believed to be adequate to insure substantial progress to 
ward solution of the problem within the time limits of the agreement 
Intergovernmental agreements involving the limitation of production or 

exports or the allocation of markets in respect of fabricated products 
should not be resorted to unless the Organization finds that exceptional cir 
cumstances justify such action. Such agreements should be subject to the 
principles set forth in this Chapter, and in addition, to any other require- 
ments which the Organization may establish. 

>». Operation of commodity agreements.—Members should undertake to adhere 
to the following principles governing the operation of intergovernmental com 
modity agreements: 


( 


a. The agreements should be open to accession by any member on terms 
not less favorable than those accorded to members parties thereto. 

b. The members adhering to such agreements which are largely de- 
pendent for consumption on imports of the commodity involved should, in 
any determinations made relating to the regulation of prices, trade, stocks, 
or production, have together a voice equal to those largely interested in ob- 
taining export markets for their production. 

c. The agreements should, when necessary, contain provisions for assur- 
ing the availability of supplies adequate at all times for world consumption 
requirements at reasonable prices. 

d. The agreements should, with due regard to the transitional need for 
preventing serious economic and social dislocation, make appropriate pro- 
vision to afford increasing opportunities for satisfying world requirements 
from sources from which such requirements can be supplied most effectively. 

6. Termination and renewal of commodity agreements Intergovernmental 
commodity agreements should not remain initially in effect for more than five 
years. The renewal of an agreement should be subject to the principles govern- 
ing new agreements set forth in paragraph 4, above, and to the additional prin- 
ciple that either a) substantial progress toward a solution of the underlying 
problem shall have been accomplished during the initial period of the agreement 
or that Db) the renewed agreement is so revised as to be effective for this purpose. 

7. Review of commodity agreements.—Members should undertake to transmit 
to the Organization, for review, intergovernmental commodity agreements in 
which they now participate or in which they propose to participate in the future 
Members should also transmit to the Organization appropriate information re 
garding the formulation, provisions, and operation of such agreements. 

8. Publicity.—Full publicity should be given to any commodity agreement 
proposed or concluded, to the statements of considerations and objectives ad- 
vanced by the proposing members, to the operation of the agreements, and to 
the nature and development of measures adopted to correct the underlying 
situation which gave rise to the agreement. 

9. Exrceptions—The provisions of Chapter V are not designed to cover interna- 
tional agreements relating to the protection of public morals; the protection 
of human, animal or plant life or health; the conservation of reserves of exhaust- 
ible natural resources; the control of international monopoly situations; or the 
equitable distribution of commodities in short supply. However, such agree- 
ments should not be used to accomplish results inconsistent with the objectives 
of Chapter IV or Chapter V. If any such agreement involves the restriction 
of production or of international trade, it should not be adopted unless author- 
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ized or provided for by a multilateral convention subscribed to by a substantia 
number of nations, or unless operated under the Organization. 


Chapter VI. Organization 
Section A. Functions 


The functions of the Organization should include the following: 

1. To collect, analyze and publish information, regarding the operation of 
Chapter III, relating to general commercial policy, Chapter IV, relating to the 
prevention of restrictive business practices, and Chapter V, relating to inter 
governmental commodity arrangements, or in general regarding international! 
trade and commercial policy. 

2. To provide technical assistance to members as may be required or appro 
priate under the provisions of Chapters III, IV, and V. 

8. To make recommendations to members regarding the operation of Chapters 
III, IV, and V, including the following: 

a. Recommendations regarding the relaxation or removal of trade control 
measures permitted under Chapter III. 

b. Recommendations as to measures for implementing the objectives with 
regard to restrictive private business practices, set forth in Chapter IV. 

c. Recommendations regarding the application to commodity arrange 
ments under consideration by members of the principles governing com- 
modity arrangements set forth in Chapter V ; and recommendations initiating 
proposals for new commodity arrangements, or proposing such modifications, 
including termination, of commodity arrangements already concluded, as may 
be deemed appropriate under the commodity principles or in the general 
interest. 

d, Recommendations designed to promote the maximum obtainable con- 
sistency in the operation of Chapters III, IV and V and in other arrange- 
ments in the fields of general commercial policy, commodity arrangements 
and private business practices. 

4. To interpret the provisions of Chapters III, IV and V, to consult with mem- 
bers regarding disputes growing out of the provisions of those Chapters, and to 
provide a mechanism for the settlement of such disputes. 

5. In accordance with criteria and procedures to be agreed upon, to waive 
particular obligations of members, in exceptional circumstances, 

6. To make recommendations for international agreements designed to im 
prove the bases of trade and to assure just and equitable treatment for the enter- 
prises, skills and capital brought from one country to another, including agree 
ments on the treatment of foreign nationals and enterprises, on the treatment of 
commercial travelers, on commercial arbitration, and on the avoidance of double 
taxation. 

7. Generally to perform any function appropriate to the purposes of the 
Organization. 


Section B. Organs 


The Organization should have as its principal organs: A Conference, an 
Executive Board, a Commercial Policy Commission, a Commission on Business 
Practices, a Commodity Commission, and a Secretariat. 


Section C. The Conference 


The Conference should have final authority to determine the policies of the 
Organization and to exercise the powers conferred upon the Organization. 

1. Membership.—aAll states, members of the Organization, should be members 
of the Conference, 

2. Voting.—Each member of the Conference should have one vote, Except as 
may be otherwise specifically provided for, decisions of the Conference should 
be reached by a simple majority vote. It may be desirable to provide for special 
voting arrangements with regard to the exercise of certain functions of the 
Organization. 

3. Sessions.—The Conference should meet at least once a year. 


Section D. The Executive Board 


The Executive Board should be authorized to take provisional decisions be- 
tween meetings of the Conference and to exercise such powers as may be dele- 
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ited to it by the Conference. The Conference should in general be authorized 
delegate its powers to the Executive Board. 

1. Membership.—The Executive Board should consist of not more than eighteen 

ember states, each of which should have one representative. Member states 
chief economic importance should have permanent seats. The Conference 

iould elect the states to fill the nonpermanent seats for 3-year terms, one-third 

f the nonpermanent members retiring every year. The number of nonperma- 
seats should exceed the number of permanent seats, but the latter should 

be fewer than one-third of the total number of seats 

’ Voting and sessions.—The Executive Board should regulate its own 


rocedure, 


ent 
t 
nt 





E. The Commissions 


Section 








Che Commission on Commercial Policy, the Commission on Business Practices, 
d the Commodity Commission should be responsible to the Executive Board. 

Each Commission should be given as much initiative and independence of action 

s may be necessary for the effective discharge of its functions, 

1. embership—The Commissions should be composed of experts appointed 
y the Executive Board. The terms and other conditions of office of the mem- 
ers of the Commissions should be determined in accordance with regulations 
prescribed by the Conference. Such terms and conditions need not be uniform, 
hut may vary from Commission to Commission. Pursuant to the reciprocal 
arrangements with other specialized international organizations contemplated 
in Section H, paragraph 2, of this Chapter, provision should be made for appro- 
priate representation on the Commodity Commission of the Food and Agriculture 
Organization of the United Nations and of other specialized international organ- 
izations having an important interest in the commodity operations discussed 
n Chapter V. 

2. Chairmen.—The Chairmen of the Commissions should be nonvoting mem- 
bers of the Executive Board and should be permitted to participate, without vote, 
in the deliberations of the Conference. 

3. Voting and sessions.—Each Commission should regulate its own procedure, 
subject to any decisions made by the Executive Board. 

1, F'unctions.—The functions of the Commissions should include the following: 

a. The Commercial Policy Commission.—The Commercial Policy Commission 
should : 

(1) Review, and advise the Executive Board regarding, the operation of 
treaties, agreements, practices and policies affecting international trade. 

(2) Investigate, and advise the Executive Board regarding, the economic 
aspects of proposals to waive certain obligations of members in accordance 
with the provisions of paragraph 5, Section A, of this Chapter. 

(3) Investigate, and advise the Executive Board regarding, the economic 
aspects of proposed customs unions. 

(4) Develop and recommend to the Executive Board, for adoption by 
members of the Organization, cooperative projects of a technical nature in 
the field of commercial policy (e. g. standard bases and methods of deter- 
mining dutiable value, uniform customs nomenclature, and standardization 
of statistical methods and nomenclature in foreign trade statistics). 

(5) Develop and recommend to the Executive Board additional programs 
designed to further the objectives of the Organization in the general field of 
commercial policy. 

b. The Commission on Business Practices.—The Commission on Business Prac- 


tices should: 

(1) Inquire into activities on the part of private commercial enterprises 

which have the effect or purpose of restraining international trade, restrict- 

ing access to international markets, or of fostering monopolistic controls in 
international trade. 

(2) Advise the Executive Board with regard to the recommendations 
which should be made to members in respect of business divestitures, re- 
organizations, dissolutions or other remedial actions. 

(3) Conduct investigations and make recommendations to the Executive 
Board looking to the promotion and adoption in all countries of codes of fair 
business practices designed to facilitate and enlarge the flow of international 
trade. 

(4) Advise the Executive Board as to the types of information which mem- 
bers should file with the Organization. 
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(5) Facilitate appropriate intergovernmental arrangements for the inter- 
national exchange of technological information, on a nondiscriminatory basis, 
The Commodity Commission.—The Commodity Commision should: 

(1) Investigate commodity problems, including the problem of an inter- 
national buffer stocks organization or other arrangements which are pro- 
posed as a means of promoting solutions to commodity problems, 

(2) Make recommendations to the Executive Board on appropriate 
courses of action, including recommendations for the establishment of Study 
Groups for particular commodities. Such Study Groups should be esta! 
lished by the Executive Board, upon the recommendations of the Commodity 
Commission, for the purpose of investigating problems with respect to par 
ticular commodities. The Study Groups should be composed of representa 
tives of member governments invited to participate by the Executive Board 
and one or more representatives designated by the Commodity Commissio 

(38) Make recommendations to the Executive Board as to whether or not 
a particular commodity is in world surplus. 

(4) Make recommendations to the Executive Board as to whether a 
application made by a member for the convening of an intergovernmenta 
conference should be granted 
(9) Designate members of the Commission to participate in an advisory 
capacity in the formulation of intergovernmental commodity agreements 

(6) Make recommendations to the Executive Board regarding the appli 
tion of the commodity agreements under consideration by members 

(7) Designate the Chairman and Secretary for any Commodity Council 
established to administer an intergovernmental commodity agreement 

(S) Maintain continuous review- of the conduct of the operations of inter 
governmental commodity agreements in the light of the terms of the agree 
ments, the commodity principles in Chapter V, and the general welfare 
and make recommendations to the Executive Board with regard thereto 


Section F. Industrial and Mineral Unit 


The Conference should create an Industrial and Mineral Unit responsible to 
the Executive Board. The Industrial and Mineral Unit should promote by 


technical assistance and other appropriate means the expansion of production 
and trade with regard to fabricated products and with regard to minerals and 
other primary commodities in respect of which such promotional activities are 
not under the jurisdiction of the Food and Agriculture Organization 


Section G. The Secretariat 


The Secretariat, which should be divided into three or more offices, should 
serve all the organs of the Organization and the Commodity Councils established 
to administer specific commodity arrangements. It should be headed by a 
Director-General. Under his authority there should be three or more Deputy 
Directors-General each of whom should be in charge of an office. The Director 
General, and on the advice of the Director-General, the Deputy Directors-General, 
should be appointed by the Conference upon the nomination of the Executive 
Board. The Director-General should be the chief administrative officer of the 
Organization and should be an ex officio member, without vote, of the Executive 
Board. Three Deputy Director-General should be ex officio members of the 
three Commissions. The Director-General and the Deputy Directors-General 
should have the authority to initiate proposals for the consideration of any 
organ of the Organization. 


Section H. Relations with Other Organizations 


1. Relations with the United Nations Organization.—The Organization should 
be brought into relationship with the United Nations Organization on terms 
to be determined by agreement between the Executive Board and the appropriate 
authorities of the United Nations Organization, subject to approval by the 
Conference. 

2. Relations with other specialized international organizations.—In order to 
provide for close cooperation between the Organization and other specialized 
international organizations with related responsibilities, the Executive Board, 
subject to the approval of the Conference, should be authorized to enter into 
agreements with the appropriate authorities of such organizations defining the 
distribution of responsibilities and methods of cooperation. 
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» Administrative arrangements Che Director-General should be authorized 
subject to the authority of the Conference or of the Executive Board, to enter 
nto agreements with other international organizations for the maintenance of 
ommon services, for Common arrangements in regard to recruitment, training, 
conditions of service, and other related matte and for interchanges of staff 


nit No. 5 


OFFICIAL REPORT OF I1HE UNITED STATES DELEGATION TO THE FIRST MEETING 
OF THE PREPARATORY COMMITTEE FOR THE INTERNATIONAL CONFERENCE ON 
TRADE AND EMPLOYMENT, LONDON, ENGLAND, OcToBER 15, 1946 


BACKGROUND 


In December 1945, the Government of the United States published and trans 
nitted to other governments for their consideration its Proposals for Expansion 
World Trade and Employment. These proposals contain suggestions for rules 
to govern trade barriers, restrictive business practices, intergovernmental com- 


modity arrangements, the international aspects of domestic employment policies, 


and outlined a suggested structure for an International Trade Organization of 
the Untied Nations whose members would agree to conduct their commercial 
relations in accordance with these rules. This publication coincided with the 
onclusion of negotiations with the Government of the United Kingdom with 
‘espect to the British loan The Government of the United Kingdom at that 
time stated that it was in full agreement on all important points with these 
Proposals, and that if accepted them as a basis for international discussion 

Shortly thereafter, the United States Government issued invitations to the 
Government of Australia, Belgium, Brazil, Canada, China, Cuba, Czechoslovakia, 
I’'rance, India, The Netherlands, New Zealand, South Africa, the U. S. S. R., and 
the United Kingdom envisaging the convening of an International Conference on 
Trade and Employment for the purpose of establishing an International Trade 
Organization of the United Nations which would carry the ideas of the Pro 
posals into effect These fourteen governments were invited to join the United 
States in: (a) a preparatory meeting to lay the groundwork for the Interna 
tional Conference by preparing a draft Charter for the Organization: and (b) 

meeting to negotiate concrete arrangements for the relaxation of tariffs and 
trade barriers of all kinds. With the exception of the U. S. S. R., all the four 
teen governments accepted the invitation of the United States Government from 
both points of view. 

On March 5, 1946, the Economic and Social Council passed a resolution under 
Which the Council decided that it would itself sponsor the International Confer- 
ence on Trade and Employment and under which it set up under its own auspices 
a Preparatory Committee consisting of the fifteen governments above named, 
with the addition of the Governments of Chile, Lebanon and Norway, to lay 
the groundwork for the Conference by the elaboration of an annotated draft 
agenda, including a draft Charter, for its consideration. Thus the Council took 
over from the United States Government the initiative on the first matter (“a” 
above) covered in the United States invitation. 

\t the same time, the Council suggested to the Preparatory Committee that 
ts agenda include the following topics: 

‘(a) International agreement relating to the achievement and mainte 
nance of high and stable levels of employment and economic activity, 

“(b) International agreement relating to regulations, restrictions, and 
discrimination affecting international trade, 

‘(c) International agreement relating to restrictive business practices, 

‘(d) International agreement relating to international governmental com- 
modity arrangements, 

“(e) Establishment of an international trade organization, as a specialized 
agency of the United Nations, having responsibilities in the fields of (b), 
ic) and (d) above.” 

The Council also requested the Preparatory Committee to take into account 
the special conditions which prevail in countries whose manufacturing industry 
is still in its initial stages of development, and the questions that arise in 
connection with commodities whch are subject to special problems of adjust 
ment in international markets The U. S. S. R., which was a member of the 
Council, voted in favor of this resolution. 
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In preparation for the first session of the Preparatory Committee, whic! 
was scheduled by the Secretary-General of the United Nations to be held i: 
London beginning on October 15, 1946, the various agencies within the United 
States Government interested in this field collaborated in the preparation o 
a Suggested Charter for an International Trade Organization, based upon the 
Proposals. This Suggested Charter was made public in September 1946, after 
months of intensive preparation. (More discussion of the background of the 
Conference is contained in section 14.) 


Il, AGENDA 


Other than formal matters, such as election of officers, adoption of rules of 
procedure, ete., the agenda of the first session of the Preparatory Committe: 
was based upon the resolution of the Economic and Social Council quoted 
above. However, in setting up the working committees, the Preparatory 
Committee made the following changes: 

Topic (a), which was assigned to Committee I, was changed to read 
“International agreement relating to the achievement and maintenance o 
high and steadily rising levels of effective demand, employment, and 
economic activity”; 

A new topic, which was assigned to a Joint Committee of Committees I 
and II, was inserted as follows: “International agreement relating to in 
dustrial development” ; 

Topic (e) was amended to read “Establishment of an international trace 
organization as a specialized agency of the United Nations having appro 
priate responsibilities in the above field” ; 

Topic (b) was assigned to Committee IT: 

Topic (c) was assigned to Committee III; 

Topic (d) was assigned to Committee IV; 

Topic (e), as amended, was assigned to Committee V. 

The agenda for the session, in its original form as submitted by the Secre 
tariat, is contained in Appendix A, attached hereto. The last few items on this 
document were left for the second session of the Preparatory Committee sched 
uled to meet in Geneva on April 8, 1947. 


Ill. PARTICIPATION 


Delegations representing seventeen of the eighteen governments mentioned 
in Section I were present when the Conference convened on October 15, 1946 
A joint delegation represented the Governments of Belgium and Luxembourg. 

Also present at the Conference were representatives of certain of the special! 
ized agencies of the United Nations. These included the Food and Agriculture 
Organization, the International Labor Organization, the International Bank for 
Reconstruction and Development, and the International Monetary Fund. Non 
vovernmental organizations included the International Chamber of Commerce, 
international Cooperative Alliance, World Federation of Trade Unions, and the 
American Federation of Labor. The following members of the United Nations 
sent observers to the Conference: Colombia, Denmark, Poland, Peru, and Mexico. 


IV. UNITED STATES DELEGATION 


President Truman designated Mr. Clair Wilcox, Director of the Office of Inter 
national Trade Policy, Department of State, as chairman of the United States 
Delegation, and Mr. Harry C. Hawkins, Counselor for Economic Affairs, America 
Embassy, London, England, as vice chairman. ‘The delegates to the Conference 
were: Lynn R. Edminster, Vice Chairman, United States Tariff Commission ; 
John W. Gunter, United States Treasury Representative, American Embassy, 
London, England; John H. G. Pierson, Consultant on Employment Policy, Bureau 
of Labor Statistics, Department of Labor: Robert Schwenger, Special Assistant 
to the Director, Office of Foreign Agricultural Relations, Department of Agri 
culture; Frank Shields, Chief, Policy Formulation Staff, Department of 
Commerce. 

The Advisers were: Willis C. Armstrong, Adviser on State Trading, Com- 
mercial Policy Division, Department of State; Edmund H. Kellogg, Division of 
International Organization Affairs, Department of State; Donald D. Kennedy, 
Chief, International Resources Division, Department of State; John M. Leddy, 
Adviser on General Commercial Policy, Division of Commercial Policy, Depart- 
ment of State: Robert P. Terrill, Associate Chief, International Resources 
Division, Department of State. 
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Mr. J. Robert Schaetzel, Special Assistant to the Director, Office of Inter- 
ational Trade Policy, Department of State, was designated as Technical Sec- 
retary, and Mr. Basil Capella, Division of International Conferences, 
epartment of State, was Secretary of the Delegation. 


V. TRAVEI 


The United States Delegation left LaGuardia Airport, New York City, at 1 
. m., October 11, and arrived at the London airport at 1 p. m., October 12. As 
he main work of the Conference, with the exception of the Final Plenary 
Session, was completed by November 23, the majority of the members of the 
Delegation returned to the United States on that date via the SS America. 


VI. CONFERENCE ARRANGEMENTS 


All meetings of the Conference took place at Church House, Dean’s Yard, 
Westminister, S. W. 1, London. The temporary London office of the United 
Nations is also headquartered at Church House, thereby facilitating admin- 
stration of the Conference 

Members of the United States Delegation were situated at the Mount Royal 
Hotel, Marble Arch, during the entire period of the Conference. The Mount 
Royal Hotel is a comparatively new hotel which, of course, assured each member 
dequate living facilities and comfort. The Mount Royal Hotel is located only 
two blocks from the Embassy canteen, which provided good meals at a reasonable 
cost. 

The main office of the United States Delegation was located at the American 
Kmbassy. A second office was maintained at Church House for the convenience 
of the delegates while attending committee meetings. 


VII. OPENING PLENARY SESSIONS 


The sessions were inaugurated by a speech by Sir Stafford Cripps, President 
of the United Kingdom Board of Trade, as a representative of the host Govern- 
ment. In his speech he stated: That it was necessary to avoid the economic chaos 
and the blocking of channels of trade which had occurred after the last war; 
that it will be necessary for natious to give up some of their sovereignty in the 
economic field; that, in the opinion of the United Kingdom, the fundamental 
idea in this field was that it must be both the policy and the duty of each sepa- 
rate nation to provide for full employment and to avoid the “exporting” of 
unemployment: and finally, that although risks must be taken in the field of 
nternational trade, it would not be possible to divert trade from its old chan- 
nels unless there was some assurance that new channels would be created. 

Mr. Wilcox, Chairman of the United States Delegation, discussed the proposed 
trade organization as the final major step in the setting up of the United Nations 
international framework. He named the five principles on which he felt that all 
nations must agree: (1) that existing barriers to trade should be substantially 
reduced ; (2) that international trade should be multilateral rather than bilateral 
and the avoidance of political considerations in the field of trade; (3) that 
international trade should be nondiscriminatory; (4) that stabilization policies 
and trade policies should be consistent ; and finally, (5) that the rules of interna- 
tional commerce should be so drafted that they would apply with equal force to 
all nations regardless of their different types of economies. Mr. Wilcox referred 
to the need both of the United States, and of all other countries, to increase their 
imports and exports. He also referred to the desire of the United States to aid 
in the early industrialization of the less developed sections of the world on a 
sound basis. 

Senhor da Silva, of Brazil, stressed the correction of economic inequalities 
throughout the world, and the need for a positive policy for the industrialization 
of the less developed countries. 

Dr. Coombs, of Australia, stated that there were five principles which his 
country considered to be basic in the field of international commerce, as follows: 
(1) that each government should ensure full employment to its citizens: (2) 
that member governments of the Organization should make it possible for their 
people to use their foreign exchange to buy goods from other countries or to 
invest in foreign development schemes; (3) that member governments should 
develop their economic resources; (4) that member governments must act to 
prevent violent fluctuations in prices in primary commodities; and (5) that 
the rules governing international trade and the structure of the Organization 
must be such as to assist member governments to fulfill their obligat' 
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Mr. Le Bon (Belgium-Luxembourg) spoke of the sympathy of those Govern 
ments with the United States Charter, and discussed the proposed customs union 
with The Netherlands which he cited as evidence of the sympathy of his Govern 
ment with the United States principles. 

Mr. McKinnon, of Canada, said that his Government was in agreement with 
the United States objectives and felt that they would, by expanding trade, bring 
about ever increasing employment opportunities. 

Senor Bianchi (Chile) referred to the dependence of his country upon inter 
national trade, particularly in raw materials and semimanufactured products 
He referred to the necessity for stabilization in the prices of these products and 
to the need to increase production and to bring about industralization in the 
underdeveloped countries. 






Mr. Augenthaler, of Czechoslovakia, referred to the dependence of his country 
upon international trade and to the dislocations which his country had suffered 
as a result of the war. He said that Czechoslovakia would need a certain period 
for recuperation and that, although she must develop her trade with the 
U. S. S. R. and the countries in central and southern Europe, she would also 
attempt to further her relations with the Western countries. 

Mr. King, of China, stated that account must be taken of the varying degrees 
of economic development in different countries and that the elimination of trade 
barriers must have regard to the progress of economic recovery from war devas 
tation and to a long-term policy of creating a balanced internal economy. 

Senor Alvarez, of Cuba, referred to certain principles, including the following: 
(1) that the working condtions of the laboring class must be improved in con 
nection with the improvement of trade; (2) that diversification of employment 
must be encouraged and to that end adequate means of protection must be 
adopted; (3) that the preferential tariff arrangement affecting Cuba should 
not be suppressed automatically and that real wages and social protection for 
the working classes should be considered; and (4) that commodity councils 
should come into being independently of the Trade Organization. 

Mr. Colban (Norway) was in full agreement with the United States objectives 
and particularly with the elimination of quotas. 

M. Alphand (France) pointed out the agreement of his country with the United 
States Proposals, but described the devastation of his country as a result of the 
war and stated that it woyld be necessary for his country to retain quantitative 
controls for an interim period until she could restore her prewar position. He 
compared his country to an underdeveloped country in this respect. 

Mr. Nehru (India) took a strong position with respect to the development of 
backward countries. He stated that Indian development must stress rapid 
industrialization, a planned economy, and the equal sharing of the fruits of 
progress among all the people. He stated that 






















his country must retain its 
power to regulate its trade relations with other countries by means which would 
be both effective and economical. 

Mr. Hakin (Lebanon) stressed the need of his country for an industrial rather 
than an agricultural economy. Full employment would not be enough and em- 
ployment must be made more productive. For this objective, Lebanon would 
need traff protection, the importation of capital goods and possibly regional 
preferences in order to develop regional markets for new industries. 

Dr. Speckenbrink (Netherlands) stressed the need for stability in the prices of 
primary products and expressed the strong support of his country for the United 
States objectives 

















Mr. Campbell (New Zealand) stated that the principles must be made sufli- 
ciently flexible to cover the needs of underdeveloped countries. 

Mr. Brennan, of South Africa, expressed his Government’s agreement with 
the United States principles and stated that they must be made more flexible. 

Mr. Marquand (United Kingdom) expressed again his country’s interest in 
full employment and their belief that while the freeing of trade from trade bar- 
riers is essential it was also necessary to supplement this with provisions for 
the development of underdeveloped countries. 












VIII. ORGANIZATION OF THE PREPARATORY COM MITTEE 
A. General 


M. M. Suetens, of Belgium, was elected Chairman of the Preparatory Com- 
mittee at its first plenary session on October 15, 1946. The first and second 
vice chairmen were, respectively, H. BE. Zdenek Augenthaler, of Czechoslovakia, 
and H. E. Senor Alberto Inocente Alvarez, of Cuba. 

Mr. Suetens and Mr. Augenthaler served as a committee on credentials. 
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lhe Heads of Delegations met periodically, under the chairmanship of M. 
Suetens, to review and guide the Preparatory Committee’s work. 


Committecs 

The following main committees were established : 
(1) The Committee on Employment (Committee I); Chairman, Dr. Wunsz 
King, of China; Vice Chairman, Mr. S. D. Pierce, of Canada. Membership: 
Representatives of all delegations. 

Subcommittees of Committee I: 

A drafting subcommittee made up of delegates from Australia, Brazil, Cuba, 
India, the United Kingdom, and the United States. 

(2) The Committee on General Commercial Policy (Committee Il): Chair 
man, Dr. H. C. Coombs, of Australia; Vice Chairman, Dr. A. B. Speekenbrink, 
of The Netherlands. Membership: Representatives of all delegations. 

Subcommittees of Committee IL: 

The Procedures Subcommittee, including delegates from Canada, Chile, Cuba, 
France, India, the United Kingdom, and the United States, which considered 
Articles 8, 18, 29, 30, and 33 of the United States Suggested Charter and the 
procedures for the proposed multilateral trade agreement negotiations among 
Members of the Preparatory Committee. 

Che Technical Subcommittee, with representatives of all delegations, which 
onsidered Articles 9-17 and Article 32. 

The Subcommittee on Quantitative Restrictions and Exchange Control, with 
elegates of Australia, Brazil, France, India, the United Kingdom, and the 
United States, which considered Articles 19-24 

The Subcommittee on Subsidies on Primary Products, including delegates 
from Australia, Brazil, Canada, The Netherlands, the United Kingdom, and 
the United States, which considered Article 25, 

The Subcommittee on Subsidies on Manufactured Products, made up of 
delegates of India, the United Kingdom, and the United States, which con- 
sidered Article 25. 

The State-trading Subcommittee, including delegates from China, Czecho- 
slovakia, New Zealand, the United Kingdom, and the United States, which 
considered Articles 26, 27, and 28. This subcommittee was assisted by a 
small Subcommittee on Marketing Boards, made up of delegates of The 
Netherlands, South Africa, and the United States. 

(3) Committee on Restrictive Business Practices (Committee III) : Chairman, 
MI. Pierre Dieterlin (France); Vice-Chairman, Senor Don Higinio Gonzalez 
Chile). Membership: Representatives of all delegations 

Subcomuinittees of Committee IIT: 

\ drafting subcommittee made up of delegates of the United Kingdom, Canada, 
india, Belgium, and the United States, 

(4) Committee on Integrovermental Commodity Arrangements (Committee 
1V): Chairman: Mr. J. R. C. Helmore (United Kingdom) ; Vice Chairman: Mr. 
Isjarne Robberstad (Norway). Membership: Representatives of all delegations. 

Subcommittees of Committee IV: 

A drafting Committee, including the Chairman and Vice Chairman and dele 
yates from Australia, Canada, Cuba, France, The Netherlands, the United King- 
dom, and the United States. 

An ad hoc subcommittee ; composed of the Vice Chairman and the delegates of 
Cuba, The Netherlands, and the United States, was appointed to meet with 
representatives of the International Chamber of Commerce. 

(5) Committee on Administration and Organization (Committee V): Chair- 
man, Mr. Lynn R. Edminster (United States) ; Vice Chairman, Senor Helso de 
Ksurgos Cabal (Brazil): Membership: Representatives of all delegations 

Subcommittees of Committee V: 

‘rom time to time the subject matter of various articles of the U. S. Sug- 
sested Charter were referred to special ad hoe subcommittees composed of those 
members who had taken the most active part in discussions of the articles in 
the full Committee. 

(6) Joint Committee (of Committees I and II) on Industrial Development: 
Chairman, Mr. H. S. Malik (India); Vice Chairman, Mr. Wunsz King (China) 
and Dr. H. C. Coombs (Australia). Membership: Representatives of all dele- 
vations, 

Subcommittees of the Joint Committee 

A drafting subcommittee consisting of Delegates from Australia, Brazil, China, 
l’rance, India, the United Kingdom, and the United States. 
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©. The Secretariat 
The Secretariat was organized as follows: 







Central Office 


Executive Secretary: Mr. E. Wyndham-White (United Kingdom) 
Deputy Executive Secretary: Mr. J. A. Lacarte (Uruguay ) 

Special Assistant: Mr. 8S. E. Rogers (Chile) 

Legal and Rules of Procedure Officer: Mr. A. P. Renouf (Australia) 
Administrative Assistant: Miss Mary Saunders (United Kingdom) 










Committee Sections 





‘ommittee IL: 
Secretary: Mr. J. Stolz (Czechoslovakia) 
Associate Secretary: Mr. S. Johnsen (Norway) 
Assistant Secretary: Miss Mary Greey (Canada) 
‘ommittee II; 
Secretary: Mr. F. Hilgerdt (Sweden) 
Associate Secretary: Mr. A. Loverdos (Greece) 
Associate Secretary : Mr. G. Stern (Czechoslovakia ) 
Associate Secretary : Mr. T. Hutchins (United States) 
Assistant Secretary: Mr. T. Lin (China) 
‘ommittee TIL: 
Secretary: Mr. C. H. Korican (United States) 
Associate Secretary: Mr. A. P. Renouf (Australia) 
Assistant Secretary: Miss C. Wachenheimer (United States) 
‘omimittee 1V: 
Secretary : Mr. P. R. H. Judd (Australia) 
Associate Secretary: Mr. A. Gilpin (United Kingdom) 
Assistant Secretary: Miss C. de Hedervary (Belgium) 
Comniittee V: 
Secretary: Mr. Bruce Turner (New Zealand) 
Assistant Secretary: Mr. George Huang (China) 
Joint Committee on Industrial Development : 
Secretary: Mr. A. Dorfman (Argentina) 
Associate Secretary: Mrs. Margaret F. Berger (United States) 





























IX. LANGUAGE 


A. Official and Working Languages 








The official language of the Conference were English, French, Spanish, 
Chinese, and Russian. The working languages were English and French. Most 
of the documents distributed during the Conference were available in both French 
and English, and delegations could request that the translations be made into 
any of the other official languages. 

The simultaneous interpretation system was used at the sessions which were 
held in the main conference hall. Additional interpreters were usually present 
at such meetings, however, to give subsequent translations into French or English 
in cases where the simultaneous interpretation was inadequate. 

At meetings held in the small committee rooms, arrangements were generally 
made for subsequent interpretation, except in the cases of certain small sub 
committees which, in order to conserve time, conducted their business in one 
language without interpretation. 












B. Conference Publications 

The Conference Secretariat published a daily, unrestricted Journal, in both 
French and English, which contained schedules of meetings, brief summary 
accounts of meetings of the previous day, lists of documents distributed, and 
other information. 

Verbatim reports and summary records (minutes) of meetings of the plenary 
and executive sessions of the Preparatory Committee and of meetings of the 
main committees were kept in both English and French. Minutes were kept 
of the meetings of Heads of Delegations. Either minutes or verbatim reports 
were kept of subcommittee meetings. Verbatim reports and minutes were dis- 
tributed to all delegations, usually on the day after the meetings took place. 
In addition, various other documents prepared by delegations or by the Secre- 
tariat were distributed to delegates. 
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General Comment on Interpretation and Language Difficulties 

In the early stages of the meeting there was some dissatisfaction with the 
simultaneous interpretation system, particularly among the French-speakin 
delegations. The dissatisfaction was due in large part to the limited time allowed 
the United Nations in installing the system and general unfamiliarity with the 
technique by the delegates. Some suggestions were offered that the simultaneous 
system should be discontinued and that reliance should be placed on the standard 
technique of subsequent interpretation. In the interest of saving time, the 
simultaneous system was used in the main conference hall throughaat the Con 
ference, with the understanding that if the simultaneous interpretation of any 
statement was inadequate, any delegate could ask for a subsequent interpretation 
of that statement. As the Conference gained experience in using the simultaneous 
system, the United States delegation felt this technique was most useful and had 
great promise as a means of conserving valuable conference time. 


X. POLICY WITH REGARD TO THE PRESS 


The press was admitted to the opening and closing plenary sessions, but not to 
the other sessions of the Preparatory Committee or to the meetings of the various 
committees and subcommittees. 

The Secretariat issued press releases from time to time on the work of the 
Conference, and the Executive Secretary and certain of the delegates held occa 
sional press conferences 


XI. WORK OF THE COMMITTEES 


1. Committee 1. Employment and Economic Activity 


The close connection between trade and employment was recognized in the 
initial decision to hold a conference dealing with both subjects. It was clear that 
a two-way relationship is involved: (1) No matter how satisfactory employment 
levels may be in the various countries, the highest standards of living will not be 
obtained if barriers are allowed to block the flow of international trade. This is 
true because some or all of the advantages of international specialization will 
be lost. (2) On the other hand, in the face of serious unemployment in one or 


more of the major industrial and trading countries, absence of harmful bar 
riers—assuming the possibility in such circumstances of preventing the raising 
of such barriers—will fail to secure high standards of living or even a large 
volume of trade. The fact that tariffs, for example, are low will be unable to 
prevent a decline in income and demand which communicates itself from country) 
to country through international! markets. 

The United States Draft Charter accordingly contained a chapter on employ 
ment provisions, which in five short articles recognized the relation of employ 
ment to the purposes of the Organization; pledged each member to take action 
designed to achieve and maintain full employment within its own jurisdiction 
through measures appropriate to its political and economic institutions; stated 
that employment measures should not be of such a character as to create unem 
ployment in other countries or to conflict with trade objectives; provided for 
consultation and exchange of information on matters relating to employment ; 
nnd assigned the relevant functions to the Economic and Social Council. 

Unlike the other working committees, Committee I decided not to work from 
the United States Draft Charter. Instead it adopted the following simplified 
agenda: “International agreeement relating to the achievement and maintenance 
of high and steadily rising levels of effective demand, employment, and eco 
nomic activity. (1) General undertakings of members. (2) Recourse in « 
a member is damaged by failure of another member to fulfill undertakings 3) 
Consultation and exchange of information. (4) Assignment of functions.” The 
final report on its work included a series of draft articles considerably broader 
in scope than the original United States draft but consistent in form and spirit 
with that document, together with a draft resolution for the attention of the 
Economic and Social Council 

1. Undertakings with respect to Levels of Employment and Effective Demand. 
The central problem confronting Committee I involved the drafting of provisions 
that would contain as strong a commitment as was practicable with respect to 
maintenance of employment levels and levels of effective demand; that would 
adequately recognize the need of members to protect themselves if their econ 
mies should be threatened as a result of a falling off in employment and effecti 
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demand beyond their borders; and that would at the same time support rather 
than conflict with the commercial policy provisions of the Charter 

There was agreement that the ends sought were: (a) full employment—al 
ready recognized in Article 55 of the United Nations Charter to be a main pur 
pose of the United Nations—and (b) high and stable levels of effective demand 
tor goods and services. The second of these conditions tends to create and also 
to follow from the first, but adequate demand may nevertheless fail to be trans 
mitted internationally by a full employment economy in certain circumstances 
us noted below. With respect to the meaning to be attached to the term “full 
employment,” it was decided that while any government might adopt as strict an 
interpretation as it desired, for the purposes of an international agreement it was 
tppropriate to interpret this condition as one in which useful employment oppor 
tunities are available to all those able and willing to work. 

It was recognized that members could not guarantee full employment and 
high and stable demand, but it was agreed that they could and should undertake 
to “take action designed to achieve and maintain” these conditions within their 
jurisdiction Each country would, of course, use measures “appropriate to its 
political and economic institutions.” To this was added the proviso that the 
measures adopted should be “compatible with the other purposes of the Organi 
aution;” i.e. in promoting their employment, members should not use methods 
that would be in violation of their commitments to reduce trade barriers. 

Particular attention was directed to the fact that a country might be main 
taining full employment, by measures in harmony with accepted principles of 
trade, and might nevertheless unwittingly contribute to or be the agent of balance 
of payments difficulties and consequent deflationary pressure experienced by 
other countries. This could happen if, instead of using the proceeds from the 
sale of its exports to purchase imports or to make foreign investments, it were 
to sell considerably more than it bought or invested abroad, making up the 
balance by accumulating monetary reserves. Unlike the case in which its im 
ports might decline because of its failure to maintain the high national income 
associated with full employment, the export surplus here might be the means 
whereby the country in question was successfully sustaining its own domestic 
employment. On the other hand, it was recognized that responsibility for the 
maladjustment might also rest with the countries experiencing the balance of 
pavinents difficulties; such difficulties might, for example, be caused by a flight 
of capital from the currencies of those countries. The decision reached, in 
the light of these various considerations, was that each country should agree 


‘that, in case of a fundamental disequilibrium in its balance of payments 
[terminology borrowed from the Articles of Agreement of the International 
Monetary Fund] involving other countries in persistent balance of payments 
difficulties which handicap them in maintaining employment, it will make its 
full contribution to action designed to correct the maladjustment.” 

Discussion turned next to the recourse that members should have if economic 
difficulties should be created for them as a result of inability on the part of 
other members to maintain full employment and high levels of effective demand 
as intended. One view was that the chapter dealing with employment should 
vrant any member so affected a broad release from other obligations under the 
Charter. It was noted, however, that other parts of the Charter already carried 
provisions designed to meet such contingencies. For example, a member experi- 
encing balance of payments difficulties—the form in which deflationary pressure 
originating abroad would ordinarily become apparent—could protect itself by 
imposing restrictions, under rules set forth in the chapter on commercial policy, 
on the quantity of goods imported. It was therefore concluded that the problem 
was one of assuring that the relevant exceptions or releases from obligations 
provided elsewhere in the Charter, and the machinery established to bring those 
provisions into effect, should be adequate to cover deflationary situations created 
by a failure of another member to maintain its employment and its effective 
demand. This was seen to be the responsibility of other committees. Com- 
mittee I, however, expressly stipulated that the Organization “shall have regard, 
in the exercise of its functions as defined in the other Articles of this Charter, 
to the need of members to take action within the provisions of the International 
Trade Organiztaion to safeguard their economies” in such situations. 

The net effect of the various decisions summarized up to this point was: 
(a) to enable members to protect themselves by imposing certain ordinarily 
forbidden restrictive trade regulations, with the express permission of the 
Organization, under the terms of articles written into other parts of the Charter, 
in the event of imminent damage to their economies from the failure of other 
members to maintain their employment and their effective demand; but on the 
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other hand, (b) to seek to minimize the need of any country to resort to such 
measures of self-defense by making the obligation on all members to maintain 
full employment and high and stable levels of effective demand as clear and as 
detinite as possible. 

2. Other Issues and Undertakings.—Five other important issues were dealt 
with by Committee I and agreed conclusions reached (with certain limited reser 
vations). These were: (1) development of resources and productivity; (2) 
lubor standards; (8) consultation and information; (4) international (as con- 
trasted with member government) action relating to employment; and (5) the 
form that the employment provisions should take—i. e., their precise relation 
to the Charter of the International Trade Organization 

(1) Without questioning the importance of having full employment main 
tained in the major industrial and trading countries, spokesmen for a number of 
relutively under-developed countries pointed out that the prosperity of their 
economies will depend less on their ability to keep everyone at work than on 
their ability to improve the quality and productiveness of the work done. The 
acquisition of a modern technology was thus regarded as their greatest need. 
The Committee recognized the validity of this point in two ways: (a) by mak 
ing clear throughout its report and recommendations that the objective is “pro 
ductive” as well as “full” employment, or, in other words, that “underemploy 
ment” should be avoided as well as “unemployment”; and (b) by adding a new 
draft article in which, “recognizing that all countries have a common interest 
in Which the productive use of the world’s resources”, each member “agrees to 
tuke action designed progressively to develop economic resources and to raise 
standards of productivity within its jurisdiction’—this action, again, to take the 
form of “measures compatible with the other purposes of the Organization.” 

(2) The issue of labor standards was raised by a member who pointed out 
that wage rates and other labor conditions not only affect the quality or suit 
ability of employment, and have an important bearing, by way of the distribu 
tion of purchasing power, upon the ability to maintain full employment, but 
also must be taken into account in connection with trade because of the pos 
sibility of unfair competition in export markets based on exploitation of labor 
In the discussion of this question, full recognition was given to the general 
jurisdiction of the International Labor Organization in the labor standards 
field At the same time, a large majority favored adding to the employment 
provisions in the Charter of the International Trade Organization an article 
in Which, “recognizing that all countries have a common interest in the mainte- 
nance of fair labor standards’—these standards being of necessity “related to 
national productivity’—each member “agrees to take whatever action may be 
appropriate and feasible to eliminate substandard conditions of labor in pro- 
duction for export and generally throughout its jurisdiction.” Two delega 
tions reserved their votes when this article was adopted by Committee I. 

(3) The functions in the field of employment to be performed by international 
bodies were in general assigned to the Economie and Social Council, as in the 
original United States draft, with mention also of cooperation on the part of 
the appropriate intergovernmental specialized agencies. It was decided that 
the information exchanged on domestic employment problems, trends and 
policies should at least include “as far as possible information relating to 
national income, demand, and the balance of payments.” Arrangements should 
furthermore be made to consult “with a view to concerted action on the part ef 
governments and intergovernmental specialized agencies in the field of employ 
ment policies.” 

(4) It was agreed that the maintenance of effective demand and employment 
inust depend primarily on measures that, although they may involve cooperation 
or parallel action on the part of various countries, are nevertheless of a domestic 
rather than an international character. The Committee felt, however, that the 
possibilities of international action in support of the same objectives should not 
he overlooked. A separate Draft Resolution on International Action Relating to 
Employment was therefore prepared, requesting the Economic and Social Ceuncil 
“to undertake at an early date, in consultation with the appropriate intergoveri 
mental specialized agencies, special studies of the form which such international 
action might take.” It was suggested that the Council, in addition to investigat- 
ing the effects on employment and production of a lowering of trade barriers, 
should include in its consideration measures relating to timing of capital expendi- 
tures and credit conditions, to stabilization of the incomes of primary producers, 
and to the support in periods of world deflationary pressure of the balance of 
payments position of countries pursuing domestic policies for full employment 
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(5) The final issue dealt with by Committee I concerned with form in which 
the agreement on employment should ultimately appear. The fact that employ 
ment functions were to be centered in the Economic and Social Council, and that 
consequently no separate commission to handle such functions was contemplated 
for the International Trade Organization, raised a question whether the employ 
ment provisions should not be embodied in some instrument partly or wholly 
separate from the Organization’s Charter. On the other hand, the important 
connections between employment and trade, and particularly the difficulty that 
countries might have in assuming international commitments in the one field 
unless such commitments were associated with obligations binding all signatories 
n the other field as well, made it appear desirable to link these agreements 
together as closely as possible. It was therefore decided that in all probability 
it would be most appropriate to include the employment undertakings as a 
chapter in the Charter of the International Trade Organization. 

B. Committee II. General Commercial Policy 

This Committee probably had the largest and most difficult task of any of the 
main committee. Nevertheless the area of agreement reached was impressively 
large. Texts were agreed to for articles covering more than half of the sub 
ject matter of the chapter. These agreed articles covered many of the most im- 
portant subjects of the chapter, such as most-favored-nation treatment, reduc 
tion of tariffs and elimination of preferences, quantitative restrictions and ex- 
change control, subsidies, and certain aspects of state-trading operations, 

In the case of certain other proposed provisions of the chapter, lack of time 
and the complexity of the subject matter made it advisable for the committee to 
limit its work to a thorough exchange of views, leaving the task of reconciling 
any differences and of preparing texts of draft articles to an Interim Drafting 
Committee and to the Second Meeting of the Preparatory Committee in the 
spring of 1947. Little or no time was given to certain other proposed articles, 
since it was generally agreed that they could be dealt with more effectively at 
au later stage. 

The commercial policy chapter of the United States Draft Charter was used 
as a basis for discussion. After preliminary discussion in the full Committee, 
the various articles were referred to subcommittees,’ which continued the dis- 
cussions and, in the case of more than half the articles, proceeded to redraft them 
in the light of the views expressed. The reports of the subcommittees, together 
with the revised texts of articles, were then submitted to the full committee, 
for further discussion, modification, and adoption. 

1. General Most-lF'avored-Nation Treatment.—The Committee was in agree- 
ment with the principles: (a) that members of the International Trade Organi- 
zation should grant each other general unconditional most-favored-nation treat- 
ment in respect of all customs matters, and (b) that certain preferences should 
be excepted from the operation of the most-favored-nation clause, pending 
their elimination by negotiation. The draft article on most-favored-nation 
treatment proposed by the United States had provided for a temporary exception 
for preferences in effect in either 1939 or 1946, whichever date resulted in the 
lower preferences ; preferences thus excepted had also been limited roughly to 
Imperial and Cuban-American preferences. The Committee agreed that the 
preferences to be excepted from the operation of. the most-favored-nation clause 
should be those which remained after the negotiations contemplated in the pro- 
visions of the Charter relating to the reduction of tariffs and elimination of pref- 
erences, The Committee agreed that “ the awarding of governmental contracts 
for public works” and “purchase of supplies for governmental use” should not 
be included within the scope of the most-favored-nation clause, as had been pro- 
posed by the United States. It was felt that the former was more closely related 
to the treatment of foreign nationals and corporations than to the treatment 
of trade in goods and should therefore be the subject of future agreements de- 
veloped under the auspices of the International Trade Organization. The latter 
subject is covered in the revised state-trading provisions of the Charter. 

2. General Commercial Provisions (Except Most-Favored-Nation Treatment 
and General Eaceptions).—The Technical Subcommittee discussed the general 
subject matter covered in articles of the United States Draft Charter on national 
treatment on internal taxation and regulation; freedom of transit; antidumping 
and countervailing duties; tariff valuation; customs formalities; marks of 
origin; publication and administration of trade regulations—advance notice of 


'See pp. 9 and 10 of this report. 
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estrictive regulations: information, statistics and trade terminology; boycotts; 
and general exceptions to the General Commercial Policy Chapter 

\ substantial degree of agreement was reached on questions of the principles 
underlying these provisions. However, because of national variations in the 
practice of detailed administration there were numerous differences of opinion, 
ind a number of reservations were made. No efforts were made to reach agree 
ment on specific texts of draft articles. The report of the subcommittee, sum 
marizing the views of the various delegations, was adopted as a working docu- 
ment and referred to the Interim Drafting Committee, which will meet in New 
York beginning in January of 1947. 

3. Reduction of Tariffs and Elimination of Preferences.—The Committee was 

| seneral agreement with the basic principles that members of the International 
frade Organization should enter into reciprocal and mutually advantageous 
negotiations with one another directed to the substantial reduction of import 
and export duties and to the elimination of import tariff preferences; that such 
negotiations should proceed in accordance with certain rules; and that members 
which unjustifiably failed to fulfill their obligations regarding tariffs and prefer- 
ences should not be entitled to receive the benefits resulting from the fulfillment 
of these obligations by other members. 

The Committee agreed that the tariff and preference negotiations should be 
conducted in accordance with the following rules, the first two of which had 
been included in the United States Draft Charter. 

(a) Prior international commitments shall not be permitted to stand in the 
way of negotiations with respect to tariff preferences, it being understood that 
action resulting from such negotiations shall not require the modification of 
existing international obligations, except by agreement between the contract- 
ing parties, or, failing that, by termination of such obligations in accordance 
with their terms. 

(b) All negotiated reductions in most-favored-nation import tariffs shall 
operate automatically to reduce or eliminate margins of preference. 

(c) The binding or consolidation of low tariffs or of tariff-free treatment shall 
in principle be recognized as a concession equivalent in value to the substantial 
reduction of high tariffs or the elimination of tariff preferences. 

With respect to rule (b) above, the United States had proposed that July 1, 
1939, would be used as a base date in determining the preferential margins to be 
reduced or eliminated. Since it was not possible to choose a single base date 
which would be satisfactory to all concerned, the Committee suggested (in a 
memorandum setting forth procedures for tariff negotiations) that each mem- 
her of the Preparatory Committee concerned should inform the Secretariat of 
the United Nations as to the date which it proposes to use as a base date in 
negotiations with respect to preferences. 

4. Quantitative Restriction and Kachange Control.—(i) General Elimination 
of Quantitative Restriction: There was wide agreement with the United States 
proposal for a general rule against the use of import and export restrictions 
and prohibitions, the rule being subject to exceptions for the use of restrictions 
in specified circumstances and under specified conditions. 

The Committee agreed that, in addition to the temporary exceptions proposed 
by the United States, there should be exceptions covering the cases of restric 
tions which are essential to the maintenance of wartime price control by a 
country undergoing shortages subsequent to the war and to the orderly liquida- 
tion of uneconomic war industries. All of these temporary measures would 
have to be removed by the middle of 1949, but this period could be extended for 
particular products by the International Trade Organization. 

The United States suggested that there should be an exception permitting 
restrictions on imports of agricultural products if such restrictions are necessary 
to the enforcement of governmental measures which (a) restrict the quantities 
of the like domestic product permitted to be marketed or produced, or (b) 
operate to remove a temporary surplus of a like domestic product by making it 
available to certain groups of domestic consumers, free of charge or at lower 
than current market prices. The Committee agreed that the Charter should 
contain such an exception and that it should be broudened to cover fishery 
products, as well as agricultural. 

(ii) Restrictions to safeguard the Balance of Payments: The most important 
exception to the general prohibition against quantitative restrictions relates to 
the problem of countries in balance of payments difficulties. The draft provi 
sions prepared by the Committee maintain the essence of the American positior 
that countries with serious balance of payments difficulties should be permitted 
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to use quantitative restrictions, subject to closely defined rules and adequate 
checks 

Under the draft provisions formulated by the Committee the test for dete 
mining whether a member may use restrictions for balance of payments pur 
poses is the member’s need: (1) to stop or to forestall the imminent threat of a 
serious decline in the level of monetary reserves, or (2) in the case of a mem 
ber with very low monetary reserves, to achieve a reasonable rate of increase 
in its reserves. Under this provision, a member may also select imports for 
restriction on the grounds of essentiality, but it shall avoid all unnecessary 
damage to the commercial interests of other members and it shall not carry such 
restrictions to the point at which it involves the complete exclusion of imports 
of any class of goods 

A member considering the imposition of new restrictions is required to con 
sult with the Organization as to the nature of its balance of payments difficulties, 
the various corrective measures which may be available, and the possible effects 
of such measures on the ¢conomies of other members. A member maintaining 
o intensifying existing restrictions may also be required to consult with the 
Organization at any time with regard to alternative methods of meeting its 
balance of payments difficulties. The International Monetary Fund is to he 
invited to participate in all such consultations. 

Any member may complain that another member is employing quantitative 
restrictions in question. If the offending member does not comply with its 
necessarily damaging to its trade. The Organization will then consider the 
complaint, in consultation with the International Monetary Fund, and if it 
is found to be justified, may recommend the withdrawal or modification of the 
restrictions in question. If the offending member does not comply with its 
recommendation, the Organization may then release other members, in whole 
or in part, from their obligations toward that member, permitting them, for 
instance, to withhold tariff concessions which they have made. 

In order to avoid the imposition of such a penalty, a8 member may request the 
Organization to give prior approval to restrictions which it desires to maintain 
or to impose or to a statement of the circumstances under which such restric 
tions may be imposed. The Organization, after consulting the International 
Monetary Fund, may grant such approval, specifying the general extent, degree, 
and duration of the restrictions permitted. Thereafter, no other member may 
successfully challenge the legitimacy of the restrictions falling within the scope 
of the approval, but a member may still seek redress for unnecessary stringency 
in their application to particular products. 

Members are required to relax their quantitative restrictions as the difficulties 
which justified their imposition are improved and to eliminate them entirels 
when such difficulties disappear. Within two years of its institution, the Or- 
ganization is-required to call into question all restrictions then in use And 
finally, whenever the employment of quantitative controls, under the foregoing 
provisions, is so persistent and widespread as to indicate the existence of general 
disequilibrium, the Organization, in collaboration with the International Mone- 
tury Fund, is directed to initiate discussions to consider whether other measures 
might not be taken, either by those countries whose balances of payments are 
under pressure or by those countries whose balances of payments are 
tending to be exceptionally favorable, or by any appropriate intergovernmental 
ugency or agencies, to remove the underlying causes of the disequilibrium 

(iii) Administration of Quantitative Restrictions: In those cases in which the 
use of quantitative restrictions is permittec, there is a general rule which pro- 
hibits discrimination in their administration. The methods of applying this 
rule, in the order of their desirability, are listed as follows: (1) avoidance of 
allocation among sources of supply either by announcing global quotas or by 
issuing licenses unrestricted as to source, or (2) announcement of allocations 
established on the basis of commercial principles either through agreement 
among exporting countries, or if this is not practicable, by reference to the 
share supplied in a previous representative period, subject to consultation at 
the request of the Organization or any of its members. It is further provided 
that members thus restricting imports shall supply adequate information con- 
cerning the administration of their controls. 

Exceptions to this general rule permit the discriminatory administration of 
quantitative restrictions for the following specific purposes: (1) to enable 
members, until the end of 1951, te assist countries whose economies have been 
disrupted by war, (2) to enable them to conform to the provisions of inter 
vovernmental commodity reements, (8) to permit them to use )mport quotas, 
insofar as the International Monetary Fund permits them to use exchange con- 
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trols, to ration scarce currencies, (4) to enable a group of territories with a 
common quota in the Fund to pretect their common monetary reserves, (5) to 
enable members so to control their exports as to obtain convertible rather than 
inconvertible currencies, and (6) to enable them to use inconvertible currencies 
to pay for imports, where this would involve an addition to the volume of im 
ports that would otherwise obtain and where the discrimination either would 
parallel exchange controls permissible under the Articles of Agreement of the 
Fund or would have the prior approval both of the Fund and of the International 
rrade Organization. Provision is made for the possible elimination of this final 
exception when general convertibility of currencies has been restored or, at 
east, by the end of 1951 

If any of these restrictions is applied in a manner which is inconsistent with 
he exceptions provided or which discriminates unnecessarily against the trade 
of another member, and if the use ef such restrictions has not been previously 
approved, the Organization, after consultation with the Fund, may direct the 
offending member to modify or remove the discrimination within sixty days. 

(iv) Exchange Control: Since quantitative restrictions and exchange controls 
may be employed alternatively to affect the flow of trade, it is important that 
the rules that govern these two devices should be laid down and administered 
with such consistency that it will be impossible, by resorting to one of these 
devices, to escape from the rules that govern the other. Accordingly, the London 
draft provides that members “will not seek by exchange action to frustrate the 
purpose of this Charter and that they will not seek by trade action to frustrate 
the purposes of the Articles of Agreement of the International Monetary Fund.” 
rhe Committee, moreover, took the view that every member of the International 
Trade Organization should be a member of the Fund or, failing this, that a 
nonmember of the Fund should be required to enter into a special exchange agree 
ment with the International Trade Organization and that this agreement should 
be established and administered in collaboration with the Fund 

The present draft on quantitative restrictions and exchange control is a 
complete revision of the American text It preserves the general approach and 
the essential principles of the original proposals and strengthens them in many 
ways. It eliminates the transition period provided in the United States draft 
and brings the balance of payments test into play immediately upon the estab 
lishment of the Organization It affords greater flexibility in the exceptions 
permitted to the rule of nondiscrimination. But, at the same time, it provides 
more adequate safeguards and more effective supervision through the collabo- 
ration of the International Monetary Fund and the International Trade Organi 
zation Will be authorized under the former to determine that certain two-price 
draft. 

5. Subsidies.—The subsidy provisions agreed to by the Committee are essen 
tially the same as those included in the United States Draft Charter. Direct 
or “domestic” subsidies would not be seriously limited, but export subsidies, 
which are more likely to distort trade, would be generally eliminated Modifi 
cation of subsidies will be gradual in cases where such modification requires sub 
stantial economic and social adjustment in the affected member countries. 

The main difference between the provisions agreed to by the Committee and 
those of the United States Draft Charter is that the International Trade Organi- 
ization will he authorized under the former to determine that certain two-price 
systems do not constitute export subsidies if they are part of a domestic stabiliza- 
tion scheme that sometimes result in domestic prices below world price levels 
and if they do not unduly stimulate exports or damage the interests of other 
members. 

6. State Trading.—The Committee agreed with the main lines of the provisions 
of the United States Draft Charter on nondiscriminatory administration of 
state-trading enterprises. The rule of nundiscrimination, as applied to a state 
trading enterprise, means that in its purchases or sales such enterprises will 
be influenced solely by commercial considerations such as price, quality, market- 
ability, transportation, ete. 

The requirement in the United States Draft Charter that members furnish 
specific and detailed information relative to the operation of their state-trad- 
ing enterprises was modified by the Committee, since it was felt that informa- 
tion required with respect to state-enterprises should not be greater than that 
required with respect to a private enterprise under similar conditions 

There was considerable discussion of the type of provision which.should be 
included to cover governmental purchases of commodities not for resale. It 
Was agreed that in making such purchases member governments should accord 
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“fair and equitable treatment’ to the commerce of other members. In the 
United States Draft Charter, such purchases would have come within the scope 
of the most-favored-nation clause. 

Under the provisions of the United States Draft Charter, members having 
state monopolies for the importation or exportation of individual products would 
be required to negotiate with other members for the reduction of the price 
margins used by such monopolies to protect their domestic producers. This 
was accepted by the Committee. In redrafting the provisions certain minor 
changes were made to provide a more accurate basis for determination of nego- 
tiable margins. 

Because of the absence of the Soviet Union from the first session of the 
Preparatory Committee, it was agreed, at the suggestion of the United States, 
to postpone detailed consideration of suggested provisions relating to the ex- 
pansion of trade by countries having complete monopolies of foreign trade. 

7. Emergency Provisions—Consultation—Nullification and Impairment.—lIif 
imports of a particular product into a member country caused or threatened 
to cause serious injury to domestic producers, the provisions of the United 
States Draft Charter would have required a member (a) to give written notice 
to the Organization, and (b) to consult with the Organization and with mem- 
bers whose trade would be affected, before it could withdraw or modify obli- 
gations under the trade barrier chapter (including tariff concessions) affecting 
that product 

The Committee agreed that in critical and exceptional circumstances a mem- 
ber should be permitted to modify or withdraw concessions provisionally with- 
out prior consultation with other interested members, provided that consultation 
takes plage immediately thereafter. 

it was agreed that members should be permitted under special circumstances 
to withdraw or modify concessions with respect to preferences as well as con- 
cessions with respect to tariffs and other obligations. It was also agreed that, 
as u general rule, any counter-action against a member withdrawing or modify- 
ing a concession should not be disproportionate to the original action. 

The Committee Was in agreement with the United States proposal that mem- 
bers of the International Trade Organization should stand ready to consult with 
one another regarding any matter affecting the operation of the provisions of the 
commercial policy chapter of the Charter. 

A draft article, agreed to by the Committee, provides that any member should 
be entitled to request the Organization to set aside any obligations under the 
commercial policy chapter, and that the Organization should be authorized to 
set aside such obligations in the event that any situation should arise, whether 
or not caused by an action of another member, which would nullify or impair 
any object of the Charter. This latter provision is somewhat broader than what 
had been proposed in the United States Draft Charter which would have limited 
the International Trade Organization’s right to set aside a member's obligations 
to cases where another member had taken action nullifying or impairing an object 
of the commerical policy chapter. 

S. Territorial Application of the Commercial Policy Provisions—Customs 
Unions—Frontier Traffic—The Committee agreed with the United States pro- 
posals that the trade barrier provisions of the Charter should apply to each of 
the customs territories under the jurisdiction of the member countries and that 
an appropriate exception should be made for advantages accorded to facilitate 
frontier traffic. 

The United States Draft Charter had provided that the General Commercial 
Policy Chapter should not prevent “the union for customs purposes of any cus- 
toms territory and any other customs territory.” The Committee agreed that 
this exception should extend to the formation of a customs union, thus permitting 
measures representing in fact a transitional stage toward a genuine customs 
union. A new paragraph recognizes that the Organization may, in exceptional 
circumstances, approve new preferential arrangements (e. g., regional prefer- 
ences) under a rule requiring a two-thirds majority vote. 

9. Memorandum on Multilateral Trade Agreement Negotiations.—In the light 
of the decision of the Preparatory Committee to recommend to the governments 
concerned that the Committee sponsor tariff and preference negotiations among 
its members in April of 1947, a memorandum was prepared, setting forth pro- 
cedures and rules for these negotiations and for fitting the results of the negotia- 
tions into the framework of the International Trade Organization after the 
adoption of the Charter. 

The memorandum recommends that the regotiations should be conducted on a 
selective, product-by-product basis, thus permitting full consideration of the 
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circumstances surrounding each product on which a concession may be 
sidered. 

Three general rules, listed in the section of this report on reduction of tariffs 
and elimination of preferences, will be followed in the negotiations 

It was suggested that each member of the Preparatory Committee concerned 
should inform the Secretariat of the United Nations as to the date that it 
proposes to use as the base date for negotiations with respect to preferences 

fhe memorandum stresses that it is important that members do not effect 

y new tariff measures, which would increase the protective incidence of their 
tariffs, prior to the negotiations, since such action would tend to prejudice the 
success of the negotiations. 

The memorandum expresses the agreement of the Preparatory Committee 
that a country would be expected to consider the granting of concessions only 
on products of which another member of the Preparatory Committee, or the 
members of the Committee taken as a whole, supply a principal part. 

The memorandum proposes that the members of the Preparatory Committee 
should enter into an Agreement on Tariffs and Trade, which will include the 
tariff schedules as well as general provisions drawn from the Charter, including 
those considered essential to safeguard the value of the tariff concessions (for 
example, the provisions relating to quantitative restrictions) This Agree 
ment would be signed and made public at the close of the tariff negotiations 
and brought into force as soon thereafter as possible. The tariff concessions 
granted in the Agreement would be granted to countries not members of the 
Preparatory Committee on a provisional basis, pending consideration by the 
International Conference on Trade and Employment of the question whether 
benefits granted under the Charter should be extended to countries which 
do not assume the obligations of membership in the International Trade 
Organization. 

Since the existence of an international body would be necessary for the 
successful operation of certain provisions of the Agreement, it is proposed 
that the countries adhering to the Agreement should create a provisional agency 
which would function until the establishment of an International Trade 
Organization. 

The signatories of the Agreement would be the original members of the 


Interim Tariff Committee, provided for in the Charter, to be set up within 
the International Trade Organization after the Organization has been estab- 
lished. The Interim Tariff Committee would have the functions of deter- 
mining whether (with respect to any negotiations subsequent to those culmi- 
nating in the Agreement described above) and member of the Organization 
has lived up to its obligations regarding tariff negotiations and of authorizing 
complaining members to withhold tariff benefits from offending members. 


C. Committee III. Restrictive Business Practices 

1. Introduction.—At the opening meeting of Committee III, the spokesman 
for the United States advanced the following reasons for the inclusion of 
Chapter V of the United States Draft Charter on restrictive business practices. 

First, it was pointed out that restrictive business practices are detrimental 
to the expansion of trade and other objectives of the Organization. They tend 
to establish prices higher than those that would prevail under conditions of 
competition, thus resulting in a lower total volume of produtcion, less consump- 
tion, and less employment. Moreover, monopolistic practices and arrangements 
frequently hinder the adaptability of business enterprises to new situations 
and result in lower efficiency of production and few opportunities for new 
investment. Such practices may also result in an artificially high level of 
profits with the result that diminished shares of national income flow to 
workers and producers of raw materials. Finally, restrictive arrangements 
are capable of impeding the industrialization of undeveloped areas by increas- 
ing the price of equipment and preventing the development of new, competitive 
industries through such practices as dumping, boycotting, or interposing obstacles 
to access to technology and patent rights. 

Second, it was emphasized that Chapter V of the U. S. Draft Charter is an 
essential complement to other chapters in the Charter, particularly those relat- 
ing to commercial policy and intergovernmental commodity agreements. Con- 
sequently, if the chapter were not included or if its provisions were too loosely 
drawn, the obligations of members under these other chapters would be impaired 
by business arrangements for the purpose of carrying out various restrictive 
practices. For example, the reduction of governmental barriers to interna- 
tional trade and the elimination of governmentally imposed quotas would be 
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rendered much less effective, and perhaps useless, if commercial enterprises in 
the member countries were at liberty to interpose restrictions on trade. Like 
wise, the obligations of member governments to enter into intergovernmental 
commodity agreements only under the principles and procedures of the com- 
modity chapter might be seriously impaired in the absence of 
agreement to prevent restrictive business practices 

It became evident from the initial statements of other delegations that there 
existed certain differences of view both as to general approach and as to mat- 
ters of detail. Such differences were attributable to wide disparities among 
the participating countries with respect to legal institutions, systems of economic 
organizations, stages of industrial development and structure of external trade. 
The United States approach as developed in Chapter V of the United States 
Draft Charter called for an international project requiring national action on 
the part of members to support a policy which most governments, with the ex 
ception of Canada and the United States, had not previously followed. Some 
countries, although having antimonopoly legislation or constitutional provisions 
to this effect, had not actively pursued their administration; others, as in the 
case of most European industrial countries, had previously followed a policy 
of permitting and in some cases facilitating participation in international busi 
ness arrangements of a restrictive character. Nevertheless, despite these dis 
similarities of historical background and despite important differences in the 
structure of industry and trade in their respective countries, all delegates were 
agreed on the importance of the problem facing Committee II] and all expressed 
a resolute willingness to clarify and discuss the issues in the hope of arriving 
at a generally agreed solution. There was unanimous support for the adoption 
of the headings of the proposed United States Draft Charter as the basis for the 
discussions of this group. 

Chapter VI of the Redrafted Charter on Restrictive Business Practices, as 
finally recommended by Committee III and agreed upon by the Preparatory Com- 
mittee, incorporates the fundamental features of Chapter V of the United States 
Draft Charter, which suggested the establishment of international machinery 
to facilitate the elimination and prevention of restrictive business practices in 
international trade that become the subject of complaints by member govern- 
mens or their nationals. This machinery suggested by the United States Draft 
Charter included (1) a body of agreed principles of action: (2) agreed procedures 
for carrying out these principles; and (3) an International Business Practices 
Commission to assist in matters of administration. In the course of discus- 
sions within Committee III, however, it became clear that on certain matters of 
detail, the suggestions advanced in the United States Draft Charter had not won 
the support of all nations present at the Conference, and, accordingly, various 
modifications to be explained in Section 3, below, were tentatively agreed to. 

2. General Outline of Chapter VI of the Redrafted Charter—Chapter VI 
enunciates first a general policy toward restrictive business practices. In ac- 
cordance with this policy members agree to take appropriate measures to pre- 
vent within their jurisdiction business practices which restrain competition, 
limit access to markets or foster monopolistic control, whenever such practices 
have harmful effects on any of the purposes of the Organization. Because of 
their significance in this context, the expansion of production and trade and 
the maintenance of high levels of real income are mentioned in particular. <A 
list of specific practices is enumerated, comprising those which in the past have 
been of major significance in the limitation or restriction of trade, and it is 
provided that these practices, whether engaged in or made effective by an inter- 
national “ring” or by a single firm, shall be subject to investigation by the Inter- 
national Trade Organization and member governments in accordance with pre- 
scribed procedures. 

The procedural machinery operates in the following manner: Upon request 
from any member country, the International Trade Organization is empowered 
to arrange for a consultative conference with any other member or members 
with a view to the elimination of any particular instances of restrictive practices 
believed to be detrimental to the objectives of the Organization. Alternatively, 
or as a further resort, any member may submit a complaint that such an in- 
stance exists, whereupon the International Trade Organization, after a prelim 
inary screening of the complaint to ensure its prima facie merits, will investi- 
gate the situation. This investigation includes the collecton of further informa- 
tion from member governments and, if appropriate, oral hearings at which the 
representatives of member governments and private parties under their juris- 
diction may be heard. The International Trade Organization will then make 
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i finding as to whether the practices in question have had, or are about to have, 
harmful effects on the objectives of the Organization. If such effects are found, 
the International Trade Organization shall notify all member governments, 
call upon them to take appropriate measures to prevent the continuance or re 
currence of the practices, and at its discretion suggest appropriate remedial 
measures. The International Trade Organization shall also make public a com- 
plete record of the case and request members from time to time to give informa 
tion as to their respective actions in the matter. 

It is understood throughout the present chapter that although members agree 
to adopt legislation or other measures appropriate to the observance of their 
obligations, no member is bound to any given formula; and each is expected 
to take action in accordance with its particular system of law and economic 
organization. Moreover, no government is bound by the terms of the new 
chapter to accept in advance the findings or recommendations of the Interna- 
tional Trade Organization; however, each member agrees to give fullest con- 
sideration to such findings or recommendations in the light of its general 
obligations under the Charter. It is specifically provided that no member shall 
be precluded from enforcing its national laws directed to the prevention of 
monopoly or restraint of trade, regardless of any act or failure to act on the 
part of the Organization. 

Finally, in order to carry out this plan a Commission on Business Practices 
is established under the International Trade Organization to assist and advise 
the Executive Board. 

3. Modifications of the Original United States Draft Charter.—It will be noted 
that in certain matters the new draft differs from the corresponding chapter 
suggested by the United States. The following comments point out the major 
differences and explain briefly the basis of the changes that have been made. 

(1) The United States Draft suggested (Article 34, paragraph 1) that mem- 
bers agree to take appropriate measures to prevent business practices among 
commercial enterprises which retain competition, restrict access to markets or 
foster monopolistic control in international trade, and which thus have the 
effect of frustrating the purposes of the Organization. Although some coun 
tries found this formulation acceptable, others took the view that it was possible 
that certain restrictive elements might be present in an arrangement among 
commercial enterprises without being unreasonable and detrimental, per se, to 
the expansion of international trade and other objectives of the Organization. 
All delegates agreed nevertheless that business practices should be prevented 
whenever they were found to have harmful effects, and the present text in- 
corporates this wording in Article 39, paragraph 1, of the Redrafted Charter. 

(2) It was the consensus of members of Committee III that Article 34 of the 
United States Draft was not sufficiently explicit in its statement of the devices 
or arrangements which would be subject to action by members and the Organi- 
zation in the event that they resulted in restrictive business practices which 
might become the subject of complaint by other member countries or their 
nationals. Paragraph 2 of Article 39 was accordingly inserted to make it clear 
that various combinations of firms as well as the single enterprise were included 
within the scope of the Chapter, with the limitation that such a group of firms 
or single firm must possess effective control of international trade in one or 
more products. It was felt to be apparent that, in the absence of effective 
control, the parties in question would not have the power to influence market 
conditions with respect to such matters as prices, quotas, territories, ete., 
and it was believed essential to include this provision in order to avoid numerous 
and unwarranted complaints that might interfere with the work of the 
Organization. 

(3) It was proposed in the United States Draft Charter (Article 54, para- 
graph 2) that an enumerated list of specific practices should be presumed, 
unless shown to the contrary in any particular case, to be detrimental to the 
objectives of the Organization and, therefore, subject to remedial measures by 
each member government concerned. This formulation did not, however, meet 
with general agreement and in devising an acceptable draft of this article it was 
decided to eliminate the particular feature as to presumption of guilt. It was 
felt that each complaint must stand on its own merits; that it would be both 
unfair and incompatible with recognized principles of civil law to incorporate 
any a priori condemnation; that on occasion the International Trade Organiza 
tion might be placed in embarrassing situations; and that reliance must be 
placed on the establishment over a period of time of a body of standards grow- 
ing out of specific findings of the International Trade Organization. 
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(4) According to the United States Draft (Article 34, paragraph 2.b, and 
Article 35, paragraph 2) complaints could be received and investigations con 
ducted by the International Trade Organization only when it was deemed that 
business practices had actually had harmful effects. Various members of the 
Committee suggested that investigation might also be appropriate in certain 
cases in which a cartel arrangement had been only recently formed and had as 
yet no history of operation; that appropriate action should also be allowed 
when such an arrangement was deemed likely to have harmful effects. This 
change was generally acceptable to the members of the Committee and is in 
corporated in the redrafted chapter. 

(5) The United States Draft (Article 34, paragraph 2, and Article 57, para- 
graph 1.a) stated that the business practices of governmental as well as private 
commercial enterprises would fall within the scope of the chapter. Reserva- 
tions were expressed by several governments, particularly on the ground that the 
activities of governmental enterprises were covered by the provisions of the 
Commercial Policy Chapter relating in general to state-trading. The present 
draft of the Chapter on Restrictive Business Practices (Article 39, paragraph 
2) reconciles this difference of view by providing that the practices of inter 
national combinations, agreements or other arrangements among private com- 
mercial enterprises, public commercial enterprises, either or both, shall be 
subject to the provisions of the Chapter on Restrictive Business Practices. How- 
ever, as regards the activities of a single commercial enterprise not acting in 
concert with other firms, the terms of that chapter apply only to private en- 
tities. It was considered by the Committee that the activities of the individual 
governmental enterprises were adequately covered by Section F of the Chapter on 
Commercial Policy. 

(6) The United States Draft suggested (Article 35, paragraph 2) that com- 
plaints could be made by persons or business entities, or organizations repre 
senting them, provided only that if the member having jurisdiction and estab 
lished procedures for filing, the complainants must have conformed to such pro- 
cedures. Certain members, however, were of the opinion that only member 
governments, not persons or enterprises, should be permitted to launch complaints 
involving other member governments. It was finally agreed that those member 
governments having jurisdiction over the complainants could not escape respon- 
sibility for such complaints. Accordingly, it was the consensus of the Com- 
mittee that if complaints were filed by private persons or bodies, they must have 
the approval of the appropriate member. This change is incorporated in the 
present text (Article 40, paragraph b). 

(7) The United States Draft (Article 37, paragraph 5) obligated members to 
take action, after recommendation by the Organization, to terminate and prevent 
the recurrence of a particular business practice which the Organization has 
found to have harmful effects on its objectives. Certain members of Committee 
III were of the view that this commitment was not sufficiently explicit and might, 
moreover, impose obligations on them which would not be commensurate with 
those imposed upon other governments whose actions were subject to “due pro- 
cess of law.” For example, before even a prima facie case could be made out 
by the United States Government against an American firm allegedly partici- 
pating in restrictive business practices, it would be necessary for the Attorney 
General to submit evidence to a Grand Jury for its decision. Neither the 
Grand Jury nor the courts could be bound to accept the findings of the Inter 
national Trade Organization as to the effect of such practices upon American 
commerce. By contrast, certain foreign governments had direct powers of in- 
tervention in industry and considered that the phrase “take action” might be 
interpreted as binding them to carry out any finding or recommendation made by 
the International Trade Organization. This point had to be clarified and the 
possibility of lopsided international obligations under this chapter dispelled. 
Accordingly, it was agreed that each government shall take the fullest account 
of the Organization's findings, requests and recommendations, in the light of 
its obligations under Article 39 of the Redrafted Charter in considering the action 
which it should take in accordance with its own laws to prevent the continuance 
or recurrence of any practices which the Organization finds to have had 
harmful effects on its objectives. 


D. Committee 1V. Intergovernmental Commodity Arrangements 

Committee IV prepared a complete agreed Chapter on Intergovernmental 
Commodity Arrangements, except for a few points left for consideration by the 
Interim Drafting Committee meeting in New York. The chapter sets forth the 
special difficulties and objectives of commodity policy, a procedure for intergov- 
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ernmental commodity consultation and agreement, and principles governing the 
operation of particular commodity arrangements. 

The Preparatory Committee adopted a recommendation that pending the estab- 
lishment of the International Trade Organization the redrafted Chapter on In- 
tergovernmental Commodity Arrangements be used as a guide for intergovern- 
mental consultation and action on commodity problems and that an Interim Co- 
ordinating Committee for International Commodity Arrangements be set up by 
the United Nations. 

1. Need for Commodity Arranyvements Appreciated.—The basis for this chap- 
ter lies in the fact that the adjustment of the production of some primary com 
inodities to the demand for those commodities present special difficulties dif- 
ferent in character from those encountered in the adjustment of industrial pro- 
duction to demand Due to relative inelasticity of supply and demand for some 
agricultural primary products, burdensome surpluses are created and prices 
remain at distress levels for long periods. In some mineral primary products, 
specialized producing communities are subject to mass unemployment without 
alternative occupation Under these circumstances, governments almost every 
where intervene in the production and distribution process. Such intervention 
has, in the past, involved economic warfare and the restriction and distortion of 
world trade and production. The approach calculated to deal with these prob- 
lems, consistently with a high level of trade and employment, in cases where the 
commodity is an internationally traded one, is in the first instance through inter- 
governmental agreement and the coordination of programs rather than solely 
through the reduction of barriers to international trade and withdrawal of asso- 
ciated government intervention. 

his was virtually unanimously appreciated in Committee IV almost from the 
outset of its discussions. Most of the delegations were strongly of the opinion 
that a positive program of intergovernmental commodity agreements was an es- 
sential feature of a successful international trade organization. 

2. Committee IV Procedure—The Committee devoted seven meetings to a 
general interchange of views among delegations on commodity problems and 
policies and on the appropriate international technique and organizations for 
dealing with them. The Committee had the benefit of information made avail 
able by the International Sugar Council, the International Tea Committee, the 
Rubber Study Group, the International Tin Committee, and the Food and Agri- 
cultural Organization. It received a statement concerning work of the Food 
and Agriculture Organization related to the commodity field. A special sub- 
committee obtained the views of the International Chamber of Commerce on the 
matter. 

The detailed drafting of a text for the consideration of the Committee was 
entrusted to a subcommittee consisting of the officers of the Committee and 
delegates from Australia, Canada, Cuba, France, The Netherlands, the United 
Kingdom, and the United States. The subcommittee was instructed to use 
Chapter VI of the United States Draft Charter as a basis of discussion and to 
consider both the views expressed in the Committee’s discussions and comments 
and proposals submitted in writing by various delegations. The subcommittee 
held nine meetings. It achieved a substantial integration of the various views 
and proposals. Committee IV then required only two final meetings to com- 
plete its deliberations. 

3. Principles of Commodity Arrangements.—The Committee agreed that to 
avoid abuse of the commodity arrangement device and to make arrangements 
conform with the trade-expansion purposes of the Organization, all intergovern- 
mental commodity arrangements should be governed by principles which may be 
summarized as follows: : 

a. They should give an equal number of votes to importing countries and 
exporting countries, each group taken as a whole and each participating in 
adequate number, and should also give an appropriate vote to other in- 
terested countries. 

b. They should be negotiated and operated with full publicity. 

ce. They should be open initially on equally favorably terms to any gov- 
ernment member of the International Trade Organization and any invited 
non-member government. 

d. They should expand world consumption. 

Of these general principles, greatest emphasis was placed on equal voting 
by importers and exporters. One country, however, dissented from a rigid 
formulation of this principle, insisting that the requirement be merely that 
votes be proportioned “equitably” between the two groups of countries. The 
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Committee adhered to the rigid formulation, however. It was felt that 

principle would assure reasonableness in decisions taken, since either grou 
would have to attract some votes from the other in order to obtain a majority 
This would be particularly true if, as is the case in many arrangements, sub- 
stantive decisions require a two-thirds, or other special, majority of the votes 

The Committee agreed that observance of certan principles in addition to those 
stated above should be required of those arrangements that involved the regu 
lation of production, trade or prices (such arangements being defined as regu 
latory agreements for the purposes of the chapter). The additional principles 
applicable to regulatory agreements may be summarized as follows: 

a. They should assure adequate supplies of the commodity for world de- 
mand at reasonable prices 

b. They should afford increasing opportunities for satisfying wo 
mand from the most economic sources of supply. 

c. The participating countries should adopt a program of economic ad- 
justment to insure progress toward solution of the commodity problem tha 
makes the agreement necessary 

d. To be entered upon, a new regulatory agreement should be rec 
mended by a commodity conference 

e. Regulatory agreements should have an initial duration of not more than 
five years, subject to renewal. 

f. Members of the International Trade Organization not participating 
in the agreement should be given treatment equitable with that accorded t 
any participating country 

The last principle is designed to make it unnecessary for each member countr) 
to join an agreement merely to protect its rights. If countries with only a small 
absolute interest in a commodity participate in the deliberation of a regulatory 
body for trade in the commodity, they tend to increase the difficulty of reaching 
decisions even though their vote may be negligible. 

A more important limitation on the conclusion of regulatory agreements than 
the foregoing principles, however, is the requirement that such agreements be 
employed only when: 

a. There is (or is expected) a burdensome surplus that because of the in 
elasticities in the commodity’s supply and demand cannot be corrected by 
market forces rapidly enough to prevent widespread hardship to producers. 

b. There is (or is expected) widespread unemployment in the producing 
industry in areas that do not afford alternative employment opportunities, or 

ce. The Organization makes a special exception for a nonprimary product, 
as for example, a synthetic product competing with a primary product. 

In connection with conditions a and b, the question of who would determine 
that the conditions prevailed, was unintentionally left ambiguous in the chapter 
It was intended that this would be a determination of the Organization arrived 
at by consultation among the members having an important interest in the trade 
in the product concerned. It is anticipated that the Interim Drafting Committee 
will clarify this point. 

4. Different Types of Arrangements.—The Committee gave careful considera 
tion to the questions of price stabilization and agreed that, as concerned fluctua 
tions around an equilibrium level, stabilization was an appropriate objective of 
regulatory agreements. There was some debate as to the possibility that such 
stabilization would be needed in cases where the agreed conditions justifying a 
regulatory agreement would not be found. The Committee agreed, however, that 
such cases were unlikely, since commodities not the subject of national govern 
ment intervention either because of tending to burdensome surplus or to con- 
centrated unemployment would not be likely to‘suffer extreme price fluctuation 
that could not be dealt with through market processes. 

The Committee agreed to except from the provisions of the chapter intergov- 
ernmental arrangements relating solely to the equitable distribution of commodi- 
ties in short supply, since it was recognized that such commodities would not nee 
essarily meet the conditions stipulated in the chapter. Moreover, it was felt 
that conditions of global short supply would be of infrequent occurrence once war- 
time shortages had disappeared. It was pointed out in the discussions, however, 
that agreements concluded under the chapter might appropriately provide for 
equitable distribution during a temporary period of short supply. 

The Committee was not satisfied that it had dealt consistently with the 
problem of conservation agreements, such as international fisheries conventions. 
It recognized the maintenance, development, and protection of exhaustible na- 
tional resources as an objective of commodity arrangements. The discussion 
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rought out that such arrangements would in many cases have to regulate pro 
duction or trade in order to achieve their object Yet few if any of the com 
modities involved would meet the conditions laid down by the Committee to 
istify regulatory agreements. The Committee agreed to call this matter to the 
ittention of the Interim Drafting Committee. It was suggested that one solution 
vould be to put conservation agreements with shortage agreements among the 
irrangements excepted from the chapter, provided they are not used to accomplish 
results inconsistent with its objectives. Such a provision had been included in 
e United States Draft Charter. 

>. Steps in Arriving at Intergovernmental Arrangements The chapter pre 
ared by Committee LV provides for three steps in the procedure for dealing with 

commodity for which special difficulties of the type described above exist, or 
are expected ; a Study Group, a Conference, and a Commodity Council 

\ Study Group, to investigate the root causes of special difficulties and report 

e relevant facts promptly, would be set up by the International Trade Organiza- 
tion When a member government substantially interested in the production, con- 
sumption, or trade of a commodity considered that such difficulties existed or 
were expected to arise regarding the commodity, unless the Organization found 
that there Was no prima facie basis for the member's view If the Study Group 
vere to find that special difficulties did in facet exist, it would make recommen 


dations for dealing with them. The Study Group would consist of all member 


governments substantially interested in the commodity and such interested non 
members as the Organization invited It was contemplated in the discussion 
that the Organization would usually invite the participation of any country 


having a large share in the trade of the commodity, whether or not it was a 
member. 

An intergovernmental Commodity Conference would discuss measures designed 
to meet the special difficulties of a particular commodity. A Conference might 
be a second step, on the basis of the recommendations of a Study Group. How 

ver, should the information presented initially by interested member govern 
nents prove to be adequate, a Study Group would therefore be unnecessary and 

Commodity Conference would then be the first step. A (Conference might be 
alled by the Organization on its own initiative. It was contemplated in the 

ommittee that participation in a Conference, while still confined to interested 
uuntries, would be somewhat broader and more complete than that in a Study 
iroup. The product of a Conference, it was anticipated, would frequently be a 
specific proposal for an intergovernmental commodity arrangement to go inte 
ffect upon ratification by a certain group of governments. 

No detailed provision was made as to how the third step, the actual establish 
ment of the arrangement, would be taken in general. For regulatory agreements, 
however, there would be set up a governing body (Commodity Council) composed 
if representatives of participating countries and nonvoting members appointed 
hy the Organization. The Council would appoint a secretariat after consultation 
with the Organization. The Conncil would make reports to the Organization 
periodically and in any special case that the Organization might require 

The Commodity Council would thus bring together the interested parties to 
work out specific methods of dealing with world production and distribution of 
a commodity encountering special difficulties. *resumably, the methods would 
vary from commodity to commodity. The one thing all would have in common 
would be assurance of exhaustive intergovernmental consultation. The basi 
hope of the drafters of the Commodity Chapter is that such consultation will 
lead to reasonable compromise solutions that will prevent resort to techniques of 
economic warfare such as those which arose from the commodity difficulties of 
the interwar period. 

E. Committee V. Administration and Organization 

Committee V accepted the United States Draft Charter as the basis for its 
discussions, and covered Chapters II and VII of that document. It developed 
agreed texts on all of the articles contained in these Chapters except those 
dealing with voting, the composition of the Executive Board, and the specific 
functions of the Commissions. The questions of voting and composition were 
fully discussed and referred to the Interim Drafting Committee which is to draw 
up alternative draft texts in the light of these discussions. The Interim Draft 
ing Committee was also requested to prepare texts covering the functions of the 
Commissions and the purposes of the Organization (Chapter I of the United 
States Draft) in the light of the work of the other Committees of the Preparatory 
Committee. 
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1. Membership and Functions.—The provisions of the United States Draft 
concerning membership were accepted with an amendment permitting the 
admission of new members by the Conference of the International Trade Organ 
ization without the prior approval of the Executive Board. 

Two significant changes were made in the article on functions of the Organi 

zition, First, the authority of the Organization to develop and to obtain general 
acceptance of conventions and agreements in the field of international com 
merce was considerably broadened and strengthened. The Committee gave a very 
broad interpretation to the scope of these agreements and provided that members 
must either accept them or explain to the Organization within a period of 
eighteen months the reasons for non-acceptance. Second, the Committee laid par 
ticular stress upon the need for cooperation and avoidance of overlapping between 
the International Trade Organization, and the United Nations, and other spec 
ialized agencies. A special clause was added setting up the achievement of 
economy of effeort among the various organizations as a function of the Organi 
zation. Committee V left open the question of the functions of the Organization 
in the field of economic development and industrialization pending the decision 
of the Eeonomic and Social Council on this matter. 
2. The Conference.—The Committee adopted substantially the provisions of 
lie United States Draft as to the Conference. However, the provision under 
which the Conference may provide for the possibility of waiver in exceptional 
circumstances of the obligations of members was extended to cover all obligations 
ussumed under the Charter (and not solely those in the field of commercial 
policy). This was done as a result of the concern expressed by certain delega 
tions as to the possibility that many of the obligations under the Charter might 
prove unreasonably onerous, especially during the transitional period. The Com 
niittee also suggested that the Conference, in allocating the budget of the Organ 
ization should follow the principles adopted by the United Nations, in the 
absence of some other agreed arrangements. It was recognized that this ques 
tion might be affected by the eventual decision in the matter of weighted voting 
(See hext section). 

3. Voting and EPrecutive Board Membership.—No agreed text was arrived at 
es to the method of voting in the Conference and in the Executive Board. The 
majority of the delegations were in favor of the principle that each country 
should have one vote, which is the rule in the General Assembly of the United 
Nations. They argued that this is the most democratic system; that a small 
country may be relatively as vitally affected by a decision in the realm of foreign 
trade as a large country; that the Conference might be the last resort of a small 
country in serious difficulties in the field of trade, and it should have an equal 
voice in the discussion of those difficulties; that weighted voting would tend to 
submerge. the interest of the many under-developed countries; that special pro- 
visions as to voting are already contained in the Charter to cover special cases 
(as for example, in the case of commodity agreements when consumer inter 
ests are given an equal vote with producer interests); and, finally, that the 
development of a workable formula acceptable to the large number of nations 
whose membership is desired would be nearly impossible. On the other hand, 
the minority of delegations who did not regard weighted voting with disfavor 
argued that the interest of different countries in the field of trade varied greatly ; 
that the Organization cannot succeed without the active support of the major 
trading nations who are a numerical minority among the nations of the world: 
that it is possible to measure degrees of importance in such a specialized field as 
that of foreign trade; that there are precedents for this system in the Inter- 
national Fund and Bank; and, finally, that it would be improper to give to a 
country representing wide colonial territories throughout the world the same 
vote as a small country country confined to narrower regional interests. 

As to the related subject of permanent seats on the Executive Board, there was 
a disposition on the part of a majority of the members to favor some sort of 
arrangement of this kind, but no general agreement as to its terms. Various 
factors were advanced, some of which were also mentioned in connection with 
weighted voting. These included economic importance, political importance, 
geographical considerations, population and economic potentialities, national 
income, and the relative importance to any country of its international trade. 
One suggestion, which gained considerable sympathy, would make the holders of 
six of fifteen seats eligible for reelection, while the other nine seats would rotate. 
It was suggested that this would mean in practice that the major trading powers 
would get special recognition. 
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The Committee failed, also, to agree to the size of the Board. Some delega- 
tions argued for fifteen as a maximum while others wished as many as twenty 
seats. 

it. The Executive Board.—The United States Draft provisions as to the Board 
were altered in two significant ways. First, the Board’s control over the Com- 
missions Was strengthened by the provision that it should supervise their activi- 
ties rather than merely review them. Second, specific provision was added under 
vhich a member of the Organization, not a member of the Board, must be invited 

participate in its discussion as to matters of particular and substantial 
concern to it. 

. The Commission.—The Committee devoted a considerable amount of its time 
o the question of the nature, functions, and composition of the Commissions 
Many of the delegates feared that they might constitute expert bodies parallel 
to, and in competition with, the Secretariat, and it was suggested that they 
should be made subordinate to the Director-General It was finally agreed that 
the Commissions should be high-level expert advisory bodies which would con 
sider the problems arising in their respective fields and transmit reports and 
ecommendations directly to the Executive Board for such action as the Board 
might deem appropriate. It was agreed that the Commissions should be com 
posed of individual experts of the highest possible prestige and ability whose 
services would probably not be available to the Organization if they were to be 

embers of the Secretariat. It would be the function of the Secretariat to gather 
and marshal information for the Commissions and to supply all the necessary 
technical and clerical personnel. The Director-General would always be con 
versant With their activities through his right (or that of his deputies) to par 
ticipate in all the Commissions’ deliberations and to initiate any proposal for 
their consideration. In the light of these considerations the Committee agreed 
that it would not be necessary or desirable to make the Commissions subordinate 
o any body other than the Executive Board, made up of the representatives of 
governments, 

Many delegates felt that the Commission members should be invited to serve 

n a part-time basis so that prominent men in ilportant positions in member 
countries might be persuaded to act on the Commissions and might, at the same 

me, be able to maintain intimate contact with the problems of their respective 
ountries. While it was agreed that this would be desirable and possible in 
many cases, it was also felt that in other cases the work of the Commissions 
vould probably constitute a full-time job. 

Accordingly, the provisions of the United States Draft were not substantially 
changed. Conditions of service on the Commissions are to be covered by regu 
itions to be prescribed by the Conference in the light of operating experience 
rhe Committee suggested that the Couference, in so prescribing, should consider 

the desirability of providing that the Chairman of each Commission sh ad 
permanently so as to assure continuity. It also pointed out the desirability 
of fair geographical distribution in the selection of members. 

6. The Secretariat.—In this connection, the Comunittee again stressed the 
langer of overlapping between the various international bodies in the inte 
national economic field and pointed out the necessity of using common services 
sO far as possible 

The authority of the Director-General over the Secretariat was increased by 
removing special reference to the functions of deputy Directors-General and 
leaving a maximum of discretion to the Director-General himself. The Com- 
mittee also incorporated the provision in the United Nations Charter with 
respect to geographical distribution, but decided against inclusion of any pro- 
vision confining members of the Secretariat to nationals of member countries. 
7. Miscellaneous Provisions.—The Committee approved, without substantial 
change, the provisions as to relations with other organizations, legal capacity, 
privileges and immunities, and payment of contributions. However, as to 
amendments of the Charter, the Committee was concerned with the status of 
a minority member which failed to accept a substantial amendment. After 
considerable discussion, it was decided to follow the precedent set in the Civil 
Aviation Organization, and provide the Conference with the power to require 
the withdrawal of such a member if it feels this to be necessary. 

In view of the terms of the United States legislation on reciprocal tariff reduc- 
tions under which the United States may not commit itself to tariff reductions 
for a period of over three years, the Committee decided that the initial period 
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during which no member can withdraw from the organization (except unde; 
special circumstances) should be reduced from five years to three. 

In the matter of interpretation of the Charter, the Committee decided to add 
Chinese and Spanish to English and French as authoritative texts of the Char 
ter. The question of a Russian text was not raised at this session. 

As to the settlement of disputes, it was decided that the Charter should cove 
the settlement of all disputes arising not only out of the interpretation of the 
Charter, but also out of its operation. In discussing the matter of disputes, the 
two following questions were raised, among others: 

First, the Committee decided that the Executive Board should be specifically 
enabled, at the outset of a dispute, to refer it to arbitration in cases where thx 
parties consent, and on the understanding that it should be final. 

Second, there was a split of opinion as to appeals from the decisions of the 
Conference to the International Court of Justice. On one hand, some delega 
tions felt that in order to prevent undue delays in reaching final settlements, and 
for reasons of prestige, the Organization should be able itself to settle finally al 
disputes arising in its field (except those involving national security), and 
should be able to deny appeals from its decisions to the International Court 
These delegations argued that it should be possible for the Conference to cut off 
appeals in trivial or nonjustifiable matters. Other delegations argued that the 
Conference might act on political grounds and that no aggrieved country should 
be cut off from its right to appeal to the impartial and nonpolitical decision of 
the Court. These delegations felt that no country would so appeal unless it be 
lieved that the matter was of great importance. It was finally agreed that the 
Conference should establish procedures governing such appeals, and it was sug 
gested that these might include a requirement that an appeal might be denied 
by a two-thirds vote of the Conference. Several delegations, however, submitted 
a paper to the Interim Drafting Committee stressing the desirability of unre 
stricted appeal to the Court, and suggesting the establishment of an Economic 
Chamber as a part of the structure of the Court. 

In connection with the article on entry into, force of the Charter, the Com 
mittee approved the provision in the United States Draft providing that the Char 
ter might be brought into force by fewer than twenty countries, since it assumed 
that as a practical matter the countries which took such a step would control a 
significant part of the world’s foreign trade, and since it felt that it was im 
portant to provide added assurance that the work of the International Conference 
on Trade and Employment would not be wasted. Special provisions were also 
added to cover the overseas territories of members which might have varying 
degrees of autonomy in matters of trade, and whose status might be expected to 
change after the Charter has taken effect. 

F. Joint Committee of Committees I and IT: Industrial Development 

Article 1 of the United States Draft Charter stated that one of the general 
purposes of the International Trade Organization would be “to encourage and 
assist the industrial and general economic development of member countries, 
particularly of those still in the early stages of industrial development.” In 
Article 50, the Organization was given the function of collecting, analyzing, and 
publishing information, and of consulting with and making recommendations 
and reports to members on this subject; the Organization was further “to pro- 
vide * * * such assistance and advice as may be appropriate in connection with 
specific projects of industrialization or other economic development.” Other 
references to development appeared in Articles 60 and 65; the Executive Board 
was to provide adequate machinery to review the work of the Organization in 
this field, while the Commission on Business Practices was “to facilitate inter- 
covernmental arrangements for the international exchange, on a non-discrim- 
inatory basis, of technological information not involving national security.” 
Article 61, without referring specifically to a Development Commission, made 
provision for the establishment of “such other commissions as may be required.” 

At the opening of the London Meeting a considerable number of countries 
emphasized their interest in industrialization and other aspects of economic 
development, indicated that in their view the provisions in the Draft Charter 
were inadequate to meet the needs of underdeveloped countries, and asked that 
the provisional agenda be modified to allow full discussion of this subject. Be- 
cause of its close connection with both employment and commercial policy, the 
matter was referred to Committees I and II for their joint consideration. These 
Committees in turn established the Joint Committee on Industrial Development, 
which at the conclusion of its deliberation submitted to the Conference draft 
urticles for a new chapter of the Charter and a draft resolution to be brought 
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to the attention of the Economie and Social Council. The Joint Committee also 
transmitted a formal request to Committee II to take due account of certain 
problems relating to industrialization in connection with two of the articles in 
the Commercial Policy Chapter. 

1. Recognition of the Importance of Economic Development.—The first ques- 
tion considered by the Joint Committee was the manner in which appropriate 
recognition might be given to industrial and general economic development as 
one of the basic objectives of the International Trade Organization. It was 
decided, as noted above, that the importance of the subject warranted expand- 
ing the Charter to include a Chapter on Economic Development. The provi- 
sions, it was agreed, should be broad enough to apply to all countries (for 
example, countries already industrialized but engaged in programs of postwar 
reconstruction, as well as underdeveloped countries) and to all aspects of 
development (for example, modernization of agriculture, as well as the intro- 
duction of manufacturing industries). In the first article of this new chapter, 
“Members recognize that the industrial and general economic development of 
all countries and in particular of those countries whose resources are as yet 
relatively undeveloped will improve opportunities for employment, enhance the 
productivity of labor, increase the demand for goods and services, contribute to 
economic stability, expand international trade, and raise levels of real income, 
thus strengthening the ties of international understanding and accord.” 

2. Positive Aids to Economic Development.—A point on which great stress 
was laid in the Joint Committee’s discussions was that progressive economic 
development cannot take place without adequate supplies of capital funds, mate- 
rials, equipment, advanced technology, trained workers, and managerial skill. 
It was agreed, moreover, that unless capital funds are available it may often be 
impossible to obtain the various other facilities in question. 

Since it was recognized that the relatively undeveloped countries will usually 
need to look abroad for assistance in obtaining these means or facilities required 
for their development, the problem as viewed by delegations from those countries 
was one of securing agreement that such facilities would be obtainable from 
other countries on as favorable terms as possible. At the same time, it was 
clear that the interests of the other countries had likewise to be considered. 
A text was accordingly agreed upon by the Committee which recognized the 
reciprocal obligations of countries providing and countries receiving assistance. 
It was stipulated: (a) the members should “impose no unreasonable impediments 
that would prevent other members from obtaining access to facilities required 
for their economic development”, and that they should also cooperate with the 
appropriate international specialized agencies of which they were members in 
the provision of such facilities; and (b) that members should not only, in their 
treatment of foreign suppliers of such facilities, conform to the provisions of 
their relevant international obligations, but should also in general “take no 
unreasonable action injurious to the interests of such other members, business 
entities, or persons.” Finally, it was provided that the International Trade 
Organization should receive complaints of failure to adhere to any of the above 
obligations, and, in the event of such complaint * * * may, at its discretion, 
request the members concerned to enter into consultation with a view to reach- 
ing a mutually satisfactory solution and lend its good offices to this end.” 

3. Protective Measures to Assist Development.—Another issue of major impor- 
tance had to do with “legitimate protection,” or the manner in which the objec- 
tive of providing a maximum of encouragement for industrial and general 
economic development could be reconciled with the objective of trade barrier 
reduction. Some members wished to be accorded wide latitude to use all kinds 
of protective devices in support of infant industries. One delegation suggested 
that this should be done under the supervision of specially constituted national 
authorities or tribunals. More generally, it was argued that permission to use 
protective devices should be granted in accordance with specified criteria, drawn 
so as to admit cases in which the overall efficiency of a country’s economy 
would be enhanced by diversification, as well as cases where there was reasonable 
prospect that the particular industry in question would ultimately be able to 
compete efficiently. On the other hand, the commercial policy provisions of the 
United States Draft Charter placed definite limitations on the use of certain 
restrictive devices such as quantitative regulation of imports, although these 
provisions allowed a substantial measure of freedom to use subsidies and also 
allowed tariffs to be imposed or raised in cases where tariff rates were not bound 
against increase as a result of voluntarily negotiated tariff agreements. 

In the process of accommodating these differing views, it was decided that 
allowance for exceptional treatment for new or reconstructed industries should 
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be made within the Chapter on Economic Development in preference to having 
a series of special exceptions written into the various sections of the Chapter on 
Commercial Policy.” An article was accordingly drafted to provide: (a) recog- 
nition that special governmental assistance, which may take the form of protec- 
tive measures, may be required to promote the establishment or reconstruction 
of particular industries; (b) recognition “that an unwise use of such protection 
would impose undue burdens on their own economies and unwarranted restric- 
tions on international trade, and might increase unnecessarily the difficulties of 
adjustment for the economies of other countries”; and (c) a procedure whereby 
a member with a legitimate case for granting special protection to certain indus- 
tries, in order to assist its economic development, may enlist the support of the 
International Trade Organization and avoid retaliatory action on the part of 
other members. 

This procedure was made to depend on the kind of obligation from which 
release may be sought. In all cases—if a member proposes to employ any 
protective measures that would conflict with any of its obligations under or 
pursuant to the Charter—it must first inform the Organization, which in turn 
shall promptly notify other members substantially affected, give them an 
opportunity to present their views, and “then promptly examine the proposal 
in the light of the provisions of this chapter, the findings presented by the 
applicant member, the views presented by members substantially affected, and 
such criteria as to productivity and other factors as it may establish, taking 
into account the stage of economic development or reconstruction of the member.” 
The next step, however, assuming the Organization concurs in the proposal, 
will differ according to circumstances. If permission is being sought to raise 
a tariff that has been bound as a result of tariff negotiations with other members, 
or to impose some other form of protection that is otherwise not permitted 
under the Charter and that would impair the value of other members of an 
agreement negotiated with respect to a tariff, the Organization shall, as a pre- 
condition for granting the release, “sponsor and assist in negotiations between 
the applicant member and other members substantially affected, with a view 
to obtaining substantial agreement.” On the other hand, if the requested 
release is one that would not impair a negotiated tariff concession, the Organ- 
ization, after taking the earlier steps, may give final approval at its own discre- 
tion. In either type of case, a release when granted is “subject to such limita- 
tions as the Organization may impose.” 

4. Allocation of Functions.—The final item on the agenda of the Joint Com- 
mittee concerned the part that the International Trade Organization itself 
should play in carrying out the various functions relating to development. 
It was recognized that requests for permission to impose special protective 
measures jn the interests of development should be handled by the Commission 
on Commercial Policy, since they would involve obtaining release from com- 
mercial policy obligations. It was also agreed that members themselves should 
“undertake to promote the continuing industrial and general economic develop- 
ment of their respective countries and territories” and in that connection should 
“cooperate through the Economic and Social Council of the United Nations and 
the appropriate intergovernmental specialized agencies.” With these questions 
settled, however, an issue arose which the Committee was unable to resolve. 
This involved deciding how far the International Trade Organization should 
go in providing technical and other positive assistance to members in connection 
with their development programs. 

One view was that the Organization should itself undertake certain of the 
positive functions involved, particularly in the provision of technical aid to 
members in the formulation and execution of plans for development. In sup- 
port of this position it was urged that the task was essentially administrative 
in character and hence appropriate to a specialized agency; that its perform- 


2A message was, however, sent to Committee II requesting it to make the following 
provisions: (1) in Article 18 of the United States Draft, “so that the Organization and 
other members should, when considering the contribution which a member can make to 
a reduction in tariffs, take into account the height of the tariff of that member, and the 
need, if any, of that member to use protective measures in order to promote industrial 
and general economic development”; (2) in Article 20, ‘‘to cover the position of a member 
who, as a result of its plans for industrial development or reconstruction, anticipates 
that its accruing international monetary resources will be adequate to finance the needed 
imports of goods, for example, capital goods, for the carrying out of such plans unless it 
imposes regulations restricting the import of certain classes of goods, for example, con- 
sumer goods.” One delegate entered a reservation with respect to whether the article 
should not make more specific provision for the use of regional preferential arrangements 
as a means of giving protection. 
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ance by the International Trade Organization would provide a useful means 
of positive cooperation with members; and that the best way to secure a bal- 
anced point of view within the Organization would be to provide its personnel 
with continuous experience with the positive as well as the protective aspects 
of national development policies. On the other side it was pointed out that there 
were already several international agencies concerned with various aspects of 
industrial development, including the newly created Sub-Commission on Economic 
Development of the Economic and Social Council, the International Bank for 
Reconstruction and Development, the International Labor Organization, the 
Food and Agriculture Organization, and the United Nations Educational, Scien- 
tific, and Cultural Organization. In view of this fact, some members expressed 
the opinion that, in the interests of avoiding a duplication of functions, the broad 
language of the U. S. Draft Charter on this question should be retained, and a 
specific decision to undertake positive tasks postponed, until experience should 
show that necessary functions were not being performed either under the Council 
or by other specialized agencies. 

Rather than attempt to settle this issue, the Committee decided to request the 
opinion of the Economic and Social Council. The following clause was inserted 
in the new chapter, but was enclosed in brackets to indicate its tentative char- 
acter: “The Organization, at the request of any member, shall advise such 
member concerning its plans for economic development and, within its com- 
petence and resources, shall provide such member with technical assistance in 
completing its plans and carrying out its programmes.” A resolution was then 
drafted drawing the attention of the Economic and Social Council to the dis- 
cussion of this question in the Committee’s report and asking the Council to 
state, before the commencement of the Second Session of the Preparatory Com- 
mittee, whether the clause provisionally included in the draft chapter “is in 
accordance with the Council’s views on the appropriate allocation of functions 
relating to economic development.” 


XII. ENTERTAIN MENT AND OFFICIAL FUNCTIONS 


The United States Delegation held a reception for the delegates of the other 
sixteen participating governments at the American Embassy Residence, 14 


also held a series of private dinners for the heads of the other Delegations. In 

addition. various members of the Delegations were hosts at several luncheons 
Most of the participating Delegations were hosts at receptions or other social 

affairs to which members of the United States Delegation were invited. 


Princes Gate, London, 8S. W. 7, on October 22. The Chairman of the Delegation 


XIII. CLOSING PLENARY SESSIONS 


At the closing plenary sessions the report on credentials and the reports of 
the various committees were approved. 

Resolutions were adopted: 

(1) instructing the Executive-Secretary to prepare a report of the First 
Session of the Preparatory Committee; 

(2) ealling for a second meeting of the Preparatory Committee in April 
1947, at Geneva; 

(3) recommending tariff negotiations among the Preparatory Commit- 
mittee members in connection with and as a part of Committee’s Second 
Session; 

(4) appointing an Interim Drafting Committee and defining its functions ; 

(5) requesting the advice of the Economic and Social Council as to whether 
certain proposed functions of the International Trade Organization, as set 
forth in the Chapter of the Charter on Economic Development are con- 
sistent with the Council’s views (see Section XI, F, 4 above), and 

(6) regarding the establishment of an Interim Coordinating Committee 
on International Commodity Arrangements to facilitate intergovernmental 
consultation and action on commodity problems prior to the establishment 
of the International Trade Organization. 

The heads of the various delegations and the representatives of the Inter- 
national Chamber of Commerce and the World Federation of Trade Union 
made addresses summarizing their general impressions ef the work of the 
Preparatory Committee. Beneath the compliments exchanged and the high 
praise of the Committee’s work contained in prepared texts, there seemed to 
be a general feeling that the First Session of the Preparatory Committee had 
been highly successful and that much had been accomplished. 
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XIV. SUMMARY AND APPRAISAL 


The Committee considered drafts of texts of eighty-nine articles prepared 
for possible inclusion in a Charter of an International Trade Organization. 
On two of these articles (those dealing with complete state monopolies of 
import trade and with relations with nonmembers) it deferred action until its 
second meeting. On eleven articles (dealing primarily with formal and organi- 
zational matters and with questions of customs administration) it referred the 
texts to an Interim Drafting Committee. On two other articles (dealing with 
voting in the International Trade Organization and with membership on the 
Executive Board of the Organization) it came to no agreement and instructed 
the Interim Drafting Committee to prepare alternative drafts. On the other 
seventy-four articles, covering all of the important substantive questions that 
were before the Committee, and most of the detailed provisions with respect 
to organization, it came to wide agreement. On two of these articles, three 
delegations recorded reservations and fourteen came to agreement. On three 
others, two delegations recorded reservations and fifteen came to agreement. 
On each of six others, one delegation reserved its position and sixteen came 
to agreement. On the remaining sixty-three articles, agreement was unanimous. 

It should be emphasized that the work of the meeting was carried on at the 
expert level, that the negotiations were preparatory rather than conclusive, 
and that the positions taken involve no final commitments. It is nonetheless 
true that the Committee has carried the work of drafting a world trade charter 
to a stage that should make possible its approval without major changes in 
form or substance. 

At its final session the Committee also approved the reports of six subcom- 
mittees outlining in detail the issues discussed, the views expressed, and the 
agreements reached on employment, economic development, commercial policy, 
restrictive business practices, commodity arrangements, and organization. The 
report of the subcommittee on commercial policy includes a detailed memo- 
randum on “Procedures for Giving Effect to Certain Provisions of the Pro- 
posed International Trade Organization Charter by Means of a General Agree- 
ment on Tariffs and Trade Among the Members of the Preparatory Committee.” 
Approval of this memorandum establishes an agreed procedure to be followed 
in the reciprocal trade negotiations to which the United States issued invitations 
in December 1945. 

The Committee also adopted a series of resolutions: (1) instructing the 
secretariat to prepare a report on its first meeting, (2) calling a second meeting 
to be held in Geneva beginning on April 8, 1947, (3) recommending to member 
governments that the projected trade agreement negotiations be sponsored by 
the Preparatory Committee and included in the agenda for its second meeting, 
(4) appointing an Interim Drafting Committee to meet in New York on January 
20 and prepare the draft Charter of the International Trade Organization for 
presentation to its second meeting, (5) recommending to the Secretary General 
of the United Nations the appointment of an Interim Committee on Commodity 
Arrangements to serve pending the establishment of the International Trade 
Organization, and (6) requesting the Economic and Social Council to determine 
whether the provision of technical assistance to countries in the process of in- 
dustrial development should be included within the functions of the International 
Trade Organization. 

The objectives for which the United States sought agreement, as set forth 
by the Chairman of the American Delegation at the second plenary session of 
the meeting (see Section VII, pages 5 to 8), were as follows: 

1. that existing barriers to international trade should be substantially 
reduced so that the volume of such trade may be large—larger, certainly, 
than it was between the two world wars; 

2. that international trade should be multilateral rather than bilateral ; 

3. that international trade should be nondiscriminatory ; 

$. that prosperity and stability, both in industry and agriculture, are so 
intimately related to international trade that stabilization policies and trade 
policies must be consistent, each with the other ; 

5. that the rules that govern international commerce should be so drafted 
that they will apply with equal fairness and with equal force to the external 
trade with all nations, regardless whether their internal economies are 
organized on the basis of individualism, collectivism, or some combination of 
the two. 

The desirability of these objectives was not questioned by any of the countries 
participating in the meeting. 
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The American Proposals for the Expansion of World Trade and Employment 
were summarized in April 1946,' as follows: 

“We have proposed, first, that the devices by which governments have dis- 
torted the natural flow of private trade, whether through the restriction of im- 
ports or the artificial simulation of exports, be modified or abandoned. To this 
end, we have proposed that customs formalities be simplified; that discrimina- 
tory taxes, transit charges, and other regulations be removed; that trade boy- 
cotts be outlawed ; that common principles be adopted to govern tariff valuation 
and the application of anti-dumping and countervailing duties; that full pub- 
licity be given to laws and regulations affecting trade; that tariffs be substan- 
tially reduced and that taritf preferences be eliminated; that duties on exports 
be imposed without discrimination; that exchange controls be governed by the 
principles established by the International Monetary Fund; that import quotas 
be limited to a few really necessary cases; that exchange controls and import 
quotas be administered without discrimination ; that subsidies, in general, should 
be the subject of international consultation; and that subsidies on exports 
should be confined to exceptional cases, under general rules, 

“All of the foregoing proposals relate to cases of public interference with 
private trade. Ip many cases, however, governments themselves have estab- 
lished enterprises tu buy and sell abroad. And in a few cases, governments have 
assumed a complete monopoly of their foreign trade. Here we have proposed 
that governments conducting such enterprises should agree to give equal treat- 
ment to the commerce of all friendly states; that they should make their pur- 
chases and sales on purely economic grounds; and that governments whose 
enterprises are completely socialized should commit themselves as to the quan- 
tities of goods which they propose to import. It is the purpose of these pro- 
posals to apply common principles of fair dealing to the trade of capitalist and 
socialist economies, so that the two systems may meet in the market place with- 
out conflict, thus to contribute each to the other’s prosperity and welfare. 

“International trade has been restrained by governments. It has also been 
restrained by the restrictive practices of private business: price fixing, market 
sharing, curtailment of output or exports, suppression of technology, and dis- 
crimination against competitors. We have therefore proposed that nationals 
commit themselves to act, individually and cooperatively, to curb such practices 
when they interfere with the objectives of equal access to materials and mar- 
kets, increased production and trade, and high levels of employment and real 
income. As one means of carrying out this commitment, it is proposed that a 
special agency be established, within an International Trade Organization, to 
receive complaints concerning restrictive practices of international combines 
and cartels, to obtain and examine the facts which are relevant to such cases, 
and to recommend the remedies that may be required. Enforcement against 
private violators necessarily rests with sovereign states. 

“If trade is thus to be freed from the fetters that have bound it, we must give 
assurance to the many small producers of the great primary commodities that 
necessary adjustments to shifting demands will be gradual rather than sudden 
and that these producers will be protected, during the period required for such 
adjustments, against the impact of violent change. But we must be sure that 
the measures adopted to this end are temporary rather than permanent and 
that they are not administered at the expense of the consumers involved. It is 
therefore proposed: that action with respect to the special problem of surplus 
commodities, in world trade, be international rather than national; that the 
solution of this problem be sought by measures that would remove the basic 
causes of the difficulty, not by measures that would perpetuate it; that the 
solution be sought, in particular, by methods that would expand consumption, 
that measures restricting exports for fixing prices, where they are necessary, 
be limited in duration; that they be so administered as to provide increasing 
opportunities to satisfy requirements from the most economic sources; that 
they be attended at every stage, by full publicity; and that consuming countries 
be given an equal voice with producing countries in their formulation and 
administration. 

“We have proposed, further, that all of these commitments be embodied in a 
World Trade Charter and that they be carried out through an International 
Trade Organization, established under the Charter, in appropriate relationship 
to the Economic and Social Council, as an integral part of the structure of the 
United Nations. Final authority in this organization would be vested in a 


? Address by Clair Wilcox before the American Academy of Political and Social Science. 





384 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


conference of member states; coutinuing oversight would be delegated to an 
executive board; daily operations would be conducted by three commissions of 
experts dealing, respectively, with commercial policy, business practices, and 
commodity problems; and all of these organs would be served by a central 
secretariat. It would be the function of the organization to collect, analyze, and 
publish data on the operation of the Charter, to develop common technical 
standards and provide technical assistance to governments; to review and advise 
on treaties, agreements, practices and policies affecting international trade, to 
interpret the provisions of international agreements and to grant exceptions to 
such agreements in accordance with established rules, to hear complaints and 
make recommendations to member states, and to provide a medium for consulta- 
tion and for the settlement of disputes. The organization would thus afford a 
permanent mechanism for international collaboration on all matters affecting 
world trade. 

“All of these proposals point toward an increasing volume of trade. But 
increasing trade involves increasing interdependence and increasing interde- 
pendence involves, in turn the risk of increasing instability. If our proposals 
are to gain acceptance, therefore, assurance must be given that nations will 
seek, through measures that are not inconsistent with them, to achieve and 
maintain high and stable levels of production and employment. For this 
reason, it is proposed, finally, that each nation should agree to take action 
designed to provide full and regular employment within its own jurisdiction 
that no nation should seek to serve this end by adopting measures which would 
export its unemployment to its neighbors; and that all nations should cooperate 
in an effort to stabilize production by exchanging information and participating 
in consultations with respect to antidepression policies.” 

The revised Draft Charter approved by the Preparatory Committee at its 
First Meeting conforms in principle to the American proposals and provides 
in detail for their effectuation. 

The First Meeting of the Preparatory Committee represents but one step in a 
long program of international collaboration with respect to trade policy in 
which the initiative, at every stage, has been taken by the United States. This 
program had its origin in the Hull Trade Agreements legislation in 1934 and 
found expression in the Atlantic Charter in 1941, the Mutual Aid Agreements in 
1942 and the Bretton Woods Agreements in 1944. It motivated the renewal 
of the Trade Agreements Act, the conclusion of the Anglo-American Financial 
Agreement, the publication of the American Proposals for Expansion of World 
Trade and Employment, and the issuance to fifteen other countries of invitations 
to participate in trade agreement negotiations in 1945. It led, in 1946, to the 
adoption by the Economic and Social Council of a resolution, introduced by the 
United States, providing for the calling of an International Conference on Trade 
and Employment and setting up the Preparatory Committee; to the preparation, 
circulation, and publication by the United States of the Suggested Charter for 
an International Trade Organization; to the discussion of this draft with the 
other governments represented on the Preparatory Committee; and to its adop- 
tion by the Preparatory Committee as the basis of the deliberations at its First 
Meeting. This is an American program, conceived, sponsored, and promoted, 
over a long period of years, by the Government of the United States. There can 
be no question concerning the commitment of this Government to the program 
or its obligation to carry it through to a successful conclusion. 

The next steps, in their chronological order, are the public hearings on the 
tariff list in Washington, beginning on January 13, 1947, the meeting of the 
Interim Drafting Committee in New York beginning on January 20, 1947, the 
public hearings on the Draft Charter in Washington and other cities beginning 
on February 25, 1947, the Second Meeting of the Preparatory Committee, incor- 
porating the trade agreement negotiations, in Geneva, beginning April 8, 1947, 
and the International Conference on Trade and Employment sometime in the 
fall of 1947. The Department should send three technical experts to the meeting 
of the Interim Drafting Committee; this meeting is expected to last about a 
month. The United States will have to send a staff of about 150 persons to the 
Second Meeting of the Preparatory Committee. This meeting will require from 
three to five months. The final conference will require a much smaller staff and 
a much shorter period ; perhaps 25 to 50 people for two or three weeks. 

The complexity and the importance of the problems involved in the projected 
negotiations are such as to necessitate the inauguration of a carefully considered 
program of public information. 

If the American trade program were to be rejected, the pattern that would 
fasten itself upon the trade of the world would be seriously prejudicial to the 
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iterests of our people. Tariffs would be raised against our goods all over the 
yorld and the margins of preference that discriminate against them would be 
nereased. Far more serious than this, however, is the fact that all other 
nations would impose quotas on imports and that many nations would so ad 
minister these quotas as to discriminate against goods coming from the United 
States. Nations have now acquired considerable experience in the administra 
tion of quota systems and they will certainly retain, extend, and intensify these 
systems unless such restrictions are outlawed by international agreement. 

In the absence of agreement upon the principles embodied in the proposed 
Charter, the United States would have to use the bargaining power provided 
hy the Reciprocal Trade Agreements Act not only to obtain reductions in foreign 
tariffs but also to reduce or eliminate margins and preference and to purchase 
arger quotas for American goods and non-discriminatory administration of 
foreign quota systems. From the point of view of our national economic interest, 
the most important provisions of the Charter are those that (1) commit nations 
to negotiate for the substantial reduction of tariffs, (2) provide that margins of 
preference shall be reduced or eliminated automatically as tariffs are reduced, 
(3) outlaw the use of import quotas as a matter of principle, permitting them 
only in specified cases, under exceptional circumstances, with international 
ipproval, and attaching penalties to their unauthorized use, and (4) the pro 
ision that quotas, where permitted, be administered, in general, without dis- 
crimination. With preferences reduced automatically and import quotas out- 
awed as a matter of principle, the tariff concessions granted by the United 
States can be used in obtaining equivalent tariff concessions abroad. 

Discriminatory import quotas are the most serious threat to American exports 
in particular, to the expansion of world trade in general, and to the mainte 
nance of economic peace. Import quotes are much more effective than tariffs 
is a barrier to trade and discriminatory quotas are much more effective than 
preferences as a method of excluding particular goods. If the United States 
is compelled to bargain its way into foreign markets, country by country, product 
by product, and month by month, it will be under great pressure to increase its 
bargaining power by establishing an import quota system of its own. The ad- 
ministration of such a system, involving the continuous negotiation of quota 
bargains, would require the establishment of a sizeable bureaucracy, wonld 
reduce the freedom of private enterprise both in foreign and in domestic trade, 
would become an instrument of political pressure, and would be productive of 
continuous international irritation. 

It is now clear that the rest of the world is prepared to go along with the 
trade program proposed by the United States. If it were not for this program, 
the world would be headed straight toward the deliberate strangulation of its 
trade through the imposition of detailed administrative controls. And with the 
strangulation of trade, the prospect for suecessful international cooperation in 
economie and even in political affairs would be accordingly impaired. The 
world trade Charter would reverse this trend It offers an alternative to 
economic warfare, the only alternative that is now before the nations of the 
world. The Charter is an American achievement It is an achievement that 
the people of the United States cannot afford to throw away. 


ExnHrBit No. 6 


REPORT OF THE FIRST SESSION OF THE PREPARATORY COMMITTEE 
OF THE UNITED NATIONS CONFERENCE ON TRADE AND EMPLOY- 
MENT, LONDON, OCTOBER 1946 


PART I 
INTRODUCTION 


1. At its First Session, held in London in February 1946, the Economie and 
Social Council, on the motion of the representative of the United States of 
America, adopted a Resolution constituting the Preparatory Committee of the 
International Conference on Trade and Employment. The Resolution, after 
stating that the Council considered it essential that the co-operative. economic 
measures already taken be supplemented by further international measures 
dealing directly with trade barriers and discriminations which stood in the way 
of an extension of multilateral trade and by an undertaking on the part of nations 
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to seek full employment, called an International Conference on Trade and Em- 
ployment for the purpose of promoting the expansion and production, exchange 
and consumption of goods. The Resolution entrusted to the Preparatory Com- 
mittee the task of elaborating an annotated draft agenda, including a draft 
convention for consideration by the Conference, and suggested certain topics 
to be included in the agenda of the Preparatory Committee. 

2. At the Second Session of the Economic and Social Council held in New York 
the Secretary-General of the United Nations announced on 31 May 1946, that 
urrangements were being made for the Preparatory Committee to meet in London 
on 15 October. 

3. The First Session of the Committee convened in Church House, Dean’s Yard, 
London, on 15 October, 1946, and concluded on 26 November, 1946. Notifications 
of the convening of the Preparatory Committee had been sent by the Secretary- 
General to its eighteen members and all members, except the Union of Soviet 
Socialist Republics, signified their intentiont of attending. The Union of Soviet 
Socialist Republics felt unable to participate in the work of the Committee at this 
stage as it had not at that time found it possible to devote sufficient preliminary 
study to the serious and far-reaching questions which were the subject of the 
Committee’s discussions. 

4. Certain Members of the United Nations, which are not members of the 
Preparatory Committee, sent official representatives to observe the proceedings 
of the First Session.’ Representatives of certain inter-governmental organiza- 
tions attended the First Session and participated in proceedings.’ Some non 
governmntal organizations also sent representatives to the First Session and 
these representatives gave the Preparatory Committee the benefit of these organ- 
izations’ views on certain questions.’ 

5. Before attempting to outline the work accomplished at the First Session, it 
is desirable to emphasise that this is a “preparatory” committee the task of 
which is to prepare an annotated agenda for an international conference and 
that it is only at the final stage, that is at the Conference, that governments 
will enter upon binding commitments. However it is clear that a thorough 
discussion by the officials of a large number of the world’s principal trading 
nations in advance of the Conference will greatly facilitate the work of the 
Conference itself. This conception of the task of the Preparatory Committee is 
essential for a full understanding of the nature and significance of the Report 
which follows. 

6. The early meetings of the Preparatory Committee were devoted to a general 
consideration of the agenda and of the organization and conduct of the Com- 
mittee’s business. The discussion of the agenda resulted in the addition to it of 
first, the question of an international agreement relating to industrial develop- 
ment and second, the question of the inclusion in an appropriate international 
agreement of an undertaking to promote high and steadily rising levels of 
effective demand. At a later stage in the work of the First Session, certain 
delegates expressed the view that questions relating to services, in addition to 
those relating to goods, should be discussed. However other delegates were 
doubtful whether the terms of reference of the Preparatory Committee would 
permit such discussion. 

7. The Committee decided that the detailed examination of the varied items 
of the agenda should be entrusted to a number of working committees, which 
are described below, and that the work of these committees would be facilitated 
if their proceedings were conducted in private. On the other hand, the Com- 
mittee was anxious that public opinion should be kept fully informed through 
the press and the Secretariat was, therefore, directed to make arrangements for 
frequent press conferences and eventually to publish this Report of proceedings. 

8. The following working committees were established by the Preparatory 
Committee : 

Committee I: Employment and Economic Activity. 

Committee IT: General Commercial Policy. 

Committee III: Restrictive Business Practices. 

Committee IV: Inter-governmental Commodity Arrangements. 
Committee V: Administration and Organization. 


These countries were :—Colombia, Denmark, Poland, Peru, Mexico and Syria. 
The organizations were :—the Food and Agriculture Organization, the International 
Bank for Reconstruction and Development, the International Labour Office and the Inter- 
national Monetary Fund. 

*The organizations were :—the International Chamber of Commerce, the International 
eewenve Alliance, the World Federation of Trade Unions, and the American Federation 
of Labour. 


1 
2 
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A sixth committee, the Joint Committee on Industrial Development, was estab- 
lished following a joint meeting of Committees I and II. In addition to these 
working committees an informal committee of heads of delegations met from 
time to time during the First Session and provided the general guidance and 
steering required for the efficient conduct of the Committee’s business. 

9. The officials of the Preparatory Committee at its First Session were: 

Chairman: M. Max Suetens (Belgium/Luxembourg). 
First Vice-Chairman: M. Z. Augenthaler (Czechoslovakia ). 
Second Vice-Chairman: H. E. Sefior Alberto Inocente Alvarez (Cuba). 
Committee I 
Chairman: H. E. Dr. Wunsz King (China). 
Vice-Chairman: Mr. 8. D. Pierce (Canada). 
Committee II 
Chairman: Dr. H. C. Coombs (Australia). 
Vice-Chairman: Dr. A. B. Speekenbrink (Netherlands). 
Joint Comittce on Industrial Development 
Chairman: Mr. H. S. Malik (India). 
Vice-Chairman: H. E. Dr. Wunsz King (China). 
Vice-Chairman: Dr. H. C. Coombs (Australia). 
Committee III 
Chairman: M, Pierre Dieterlen (France). 
Vice-Chairman: Senor don Higinio Gonzilez (Chile). 
Committee IV 
Chairman: Mr. J. R. C. Helmore (U. K.). 
Vice-Chairman: Mr. Melander (Norway). 
Committee V 
Chairman: Mr. Lynn R. Edminster (U. 8.). 
Vice-Chairman: Senhor Helio de Burgos Cabal (Brazil). 

10. The various working committees gave detailed consideration to the appro- 
priate sections of the agenda, using as a basic document the draft Charter for 
an International Trade Organization submitted by the delegation of the United 
States, together with documents submitted by other delegations including, inter 
alia, a Draft Charter submitted by the delegation of Brazil, a detailed commen- 
tary on the United States proposals submitted by the delegation of India, a memo- 
randum on employment policy submitted by the delegation of the United Kingdom 
and other documents. 

11. There ensued in the Committees an extensive discussion of the viewpoints 
of the different delegations and an attempt was made to arrive at a statement 
of the points on which a general identity of view could be reached. Where dif- 
ferences of views could not be reconciled, the Committees contented themselves 
with a statement of the different viewpoints advanced. The Committee also en- 
deavoured so far as possible to prepare draft texts for a Chapter of or Articles 
of Agreement for an International Trade Organization, giving expression to the 
principles upon which a broad identity of view had been reached. Part II of this 
Report, therefore, contains a record of the discussions in the working commit- 
tees and in an Appendix there appear the texts which resulted from these dis- 
eussions. These texts are included in the Appendix as they do not form an inte- 
gral part of this Report but are rather in the nature of a working document of 
the Preparatory Committee which will receive further editing, first by a Drafting 
Committee, which is to meet in New York in January, and again at the Second 
Session of the Preparatory Committee which is at present planned to take place 
in Geneva beginning on 8 April 1947. 

2. Reviewing the work of the First Session, it may be justly claimed that good 
progress has been made. The work will be carried forward and, it is hoped, com- 
pleted at the Second Session in April 1947 which will also include multilateral 
negotiations between the members of the Preparatory Committee directed to- 
wards the reduction of tariffs and the elimination of preferences.‘ In order to 
prepare the way for these tariff discussions the Preparatory Committee elab- 
crated a document:on procedures.’ It is hoped that with the completion of the 
task of the Preparatory Committee at its Second Session, the stage will have 
been set for the International Conference in the autumn of 1947. 

13. In coneluding this Introduction to the Report it is desired first, to place 
on record the appreciation of the Preparatory Committee for the cordial wel- 
come afforded to it by H. M. Government in the United Kingdom, and second, 


*See Annexure 7. 
* See Annexure 10. 
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to recognize the great contribution to the Preparatory Committee of the extensive 
and careful work which the experts of the United States had done and which was 
embodied in the draft Charter for an International Trade Organization 


PART II 


CHAPTER I-—-ACHIEVEMENT AND MAINTENANCE OF HIGH AND STEADILY RIsiNeg 
LEVELS OF EFFECTIVE DEMAND, EMPLOYMENT AND ECONOMIC ACTIVITY 


SECTLON A. THE RELATION OF EMPLOYMENT ‘fO THE PURPOSES OF THE ORGANIZATION 


1. In order to maintain internationa) trade at high and stable level, it is neces- 
sary to maintain a high and stable level of demand for goods and services 
throughout the world as well as to achieve a reduction in trade barriers At the 
same time full and productive employment and the maintenance of hich and 
stable levels of effective demand cannot make their maximum contributions to 
raising standards of living without the reduction of harmful trade barriers 

2. It is a main purpose of the United Nations, recognised in Article 55 
the Charter of the United Nations, to promote “higher standards of living, fi 
employment, and conditions of economic and social progress and development.’ 
Some discussion took place as to the meaning to be attached to the phrase “full 
employment.” In the less industrialized countries whose economies are more es- 
sentially based on primary production, a deficient demand shows itself not so 
much in mass unemployment (the common form in industrialized countries), as in 
under-employment or unprofitable employment among their primary producers. 
For this reason the main objectives of employment policy were defined to include 
the avoidance of under-employment as well as of unemployment. 

3. It was pointed out that if the phrase “full employment” were to be inter- 
preted in the literal sense, namely that no one able and willing to work should 
ever be unemployed for however short a period, governments might be held to 
be committed to types of action which they would not in fact be prepared to 
earry out. It should, of course, be open to any government to adopt as strict 
an interpretation as it desires, but for the present purpose it seems appropriate 
to interpret “full employment” as a condition in which useful employment op- 
portunities are available to all those able and willing to work. It is the mainte 
nance of such a condition and of the high and stable level of demand associated 
with it which is of real concern from the international point of view. 


SECTION B. THI MAINTENANCE OF DOMESTIC EMPLOYMENT 


The Preparatory Committee considers that governments owe a responsibility 
not only to their own citizens but also to the citizens of other countries to do 
all that is within their power to maintain full and productive employment and 
high and stable levels of demand within their own territories. A decline of 
demand in an important country, by reducing its imports from other countries 
or by causing a burdensome surplus in world markets of commodities, which it 
was previously producing for its own consumption, is liable to lead to the spread 
of unemployment or under-employment outside its borders. For this reason gov 
ernments should agree to take action designed to achieve and maintain full 
and productive employment of their domestic labour and high and stable levels 
of effective domestic demand. The type of measure which might be taken for 
this purpose should, of course, be left to the individual decisions of the gov- 
ernments concerned, which must be free to choose the measures which are appro- 
priate to their own domestic institutions. This choice should be unfettered, 
although, of course, it is recognized that the measures chosen should be com- 
patible with the other purposes and provisions of the Charter of the International 
Trade Organization. 


SECTION E. THE DEVELOPMENT OF DOMESTIC RESOURCES AND PRODUCTIVITY 


Full employment of labour in any country is not the sole condition which, 
in addition to other factors such as the level of trade barriers, determines the 
level of effective demand on the part of that country for the products of other 
countries. A country, which fails to develop its resources effectively or which 
fails to take every opportunity to raise the productivity of its labour, will, 
in effect be failing to expand to the maximum its effective demand for goods 
and services. Accordingly all governments should recognize that they have a 
common interest in the productive use of the world’s resources, and should agree 
to take action designed progressively to develop their economic resources and 
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to raise their standards of productivity. Here again the choice of measures 
should be left to the government of each individual country, provided that the 
measures chosen are compatible with the other purposes and provisions of the 
Charter of the International Trade Organization. 


SECTION D. FAIR LABOUR STANDARDS 


1. It is considered that if full employment is to make its due contribution to 
the higher standards of living and conditions of economic and social progress to 
which Article 55 of the Charter of the United Nations refers, it is necessary that 
a fair share of the product should accrue to the workers. All countries have a 
common interest in the maintenance of fair labour standards, particularly in 
the case of production for export, since otherwise one country’s products may be 
undercut by those of another in which labour is unfairly exploited. Labour 
standards cannot, of course, be uniform in all countries, but must be related to 
national productivity. But there was wide support for the view that govern 
ments should agree to take whatever action might be appropriate and feasible to 
eliminate sub-standard conditions of labour in their production for export and 
generally throughout their economies. 

2. A few delegates expressed some doubt whether an agreement on this subject 
should be included in employment provisions. These doubts were based on two 
grounds: 

(a) It would be wrong to attempt to set too high a standard in certain 
countries, since this would seriously handicap the expansion of production 
in those countries which, having plentiful supplies of labour but relatively 
little capital equipment or industrial skill, must for a time base their develop 
ment on lower remuneration than that in more developed countries. 

(0) Since the International Labour Organization is the specialized agency 
which has been specifically charged with this problem, it would lead to a 
duplication of functions to include an agreement on this subject in the 
Charter of the International Trade Organization. 

38. On point (@) the Preparatory Committee agreed that, if any agreement on 
labour conditions is included in the employment provisions, it must be made clear 
that there cannot be any single comprehensive standard of fair labour conditions 
appropriate to all countries, but that the standard must in each case be related 
to the productivity of the country concerned. 

4. On point (0) it was generally agreed that the main work on this question 
should continue to be carried out by the International Labour Organization, and 
that, if any agreement on this subject is included in the Charter*® of the Inter 
national Trade Organization, those countries, which are also members of the 
International Labour Organization, should cooperated closely with that organi- 
zation in carrying out the agreement. The reason for proposing that some agree 
ment on this subject should, nevertheless, be included is that labour standards 
in any country, and in particular in its production for export, are a matter which 
virtually affect the employment of labour and the flow of international trade. 


SECTION E,. THE REMOVAL OF MALADJUSTMENTS IN THE BALANCE OF PAYMENTS 


1. The Preparatory Committee considers that a country, even though it is main- 
taining full employment at home, developing its economic resources and raising 
its standard of productivity and maintaining fair labour standards, may, never 
theless, exercise a deflationary pressure upon other countries. This will be so if 
it is persistently buying from abroad and investing abroad too little in relation 
to its exports. Indeed its export surplus may be the means whereby it is main 
taining its own domestic employment. 

2. It was not suggested that countries, which are experiencing difficulties 
through unfavourable balances of payments, may not themselves be partly re 
sponsible for the maladjustments. For example, countries with adverse balances 
of payments, whose difficulties are being intensified by flight of capital from their 
currencies, might properly be called upon to put a stop to such capital export. 
But insofar as the pressure on their balances of payments is due to the failure of 
countries with excessively favourable balances of payments to spend their exter- 
nal purchasing power on imports or to utilize it for productive investment abroad, 


* Throughout this Report and its Appendix the term “Charter” standing alone refers to 
the text drafted by the Preparatory Committee and appended to this Report. When the 
United States Draft Charter or the Charter of the United Nations are mentioned, they are 
referred to by their full titles. ; 
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the main responsibility for the necessary readjustment should not fall on the 
countries which are under pressure. 

3. In the Preparatory Committee there was wide support for the view that 
where fundamental disequilibrium in a country’s balance of payments involved 
other countries in persistent balance of payment difficulties, which affected 
adversely «he maintenance of employment in those countries, the country con- 
cerned should make full contribution to action designed to correct the mal- 
adjustment. The particular measures that should be adopted (e. g., the 
stimulation of imports or the removal of special encouragements to exports, an 
appreciation of the country’s exchange rate, an upward revision of its internal 
price and cost structure, an increase in foreign investment, etc.) should, of course, 
be left to the government concerned to determine. The problem here lies in a 
sphere in which the International Monetary Fund has a very special concern, and 
it is most desirable that in this field both the national governments concerned and 
the International Trade Organization should cooperate fully with the Fund. 


SECTION F. SAFEGUARDS FOR COUNTRIES SUBJECT TO EXTERNAL DEFLATIONARY 
PRESSURE 


1. After further consideration of the position of countries whose economies are 
subjected to deflationary pressure as a result of a serious or abrupt decline in 
the effective demand of other countries, the Preparatory Committee concluded 
that there must be adequate safeguards to meet this contingency. 

2. In this connection it was noted that the Articles of Agreement of the Inter- 
national Monetary Fund contain, for members of the Fund, some important 
safeguards: 

(a) The provisions relating to exchange control permit the control of cap- 
ital exports so that no country suffering from an external deflationary pres- 
sure need find its troubles intensified by flight of capital from its currency. 

(b) A country which finds itself in a “fundamental disequilibrium” as a 
result of the maintenance of its own domestic prices, costs, and incomes in 
conditions of external deflation, can apply for an appropriate depreciation 
of the exchange value of its currency and such a depreciation could not be 
frustrated by competitive depreciation on the part of other members of the 
Fund which are not in a similar “fundamental disequilibrium.” In this 
regard it was noted that the Executive Directors of the International Mone- 
tary Fund have interpreted the Articles of Agreement of the Fund to mean 
“that steps which are necessary to protect a member from unemployment 
of a chronic or persistent character, arising from pressure on its balance 
of payments, are among the measures necessary to correct a fundamental 
disequilibrium.” 

(c) If a country or group of countries has so large an export surplus that 
its currency becomes “scarce” in the Fund, other countries would be per- 
mitted to restrict their purchases from it to the necessary degree without 
restricting their purchases from each other. 

3. The Preparatory Committee is of the opinion that the Charter of the Inter- 
national Trade Organization should also contain adequate safeguards. It was 
in any case proposed that countries in balance of payments difficulties should be 
permitted to impose quantitative restrictions on their imports, and it was recog- 
nized this would constitute an important safeguard of the type in question. 
It is suggested that when these safeguards are discussed, all relevant parts 
of the Charter of the International Trade Organization should be carefully 
examined to ensure that there are adequate safeguards for a country subjected 
to pressure as the result of a decline in the effective demand of other countries. 

4. It was generally felt that the clauses relating directly to employment should 
give general recognition to this need for adequate safeguards by requiring the 
International Trade Organization to have regard, in the exercise of its functions 
as defined in the other articles of the Charter, to the need of countries to take 
action, within the provisions of the Charter, to safeguard their economies against 
deflationary pressure in the event of a serious or abrupt decline in the effective 
demand of other countries. 


SECTION G. INTERNATIONAL ACTION TO MAINTAIN EMPLOYMENT 


1. In present circumstances the direct action necessary to maintain full and 
productive employment and a high and stable level of effective demand must, 
in the main, be the sum of individual national efforts. Nevertheless there are 
certain ways in which the appropriate intergovernmental organizations might, 
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acting within their respectve spheres and consistently with the terms of their 
basic instruments, make some direct contribution to the maintenance of employ- 
nent and the stability of world demand. 

2 It is considered that the Economic and Social Council, in consultation with 
the appropriate intergovernmental organizations, might usefully study the possi- 
bilities in this field. In addition to a consideration of the effects on employment 
ind production of a lowering of barriers to trade, such studies might well cover 
such measures as the synchronization of credit policies so as to ease terms of 
borrowing over a wide area in times of general deflationary pressure arrange- 
nents to promote stability in the incomes, and so in the buying power, of pro- 
ducers of primary products, the timing of expenditure on international capital 
projects, and the encouragement of a flow of capital in periods of world defla- 
tionary pressure to those countries whose balance of payments needs temporary 
support in order to enable them to maintain their domestic policies for full and 
productive employment. 


SECTION H. THE FUNCTIONS OF THE ECONOMIC AND SOCIAL COUNCIL AND THE 
SPECIALIZED AGENCIES 


1. The international structure, which may be necessary to achieve these em- 
ployment objectives, was considered: Effective action in this sphere will involve 
separate action by governments and by a number of inter-governmental organi- 
mations. Yet such action must be properly concerted, if the national and inter 
national measures for offsetting a general depression are to be properly timed 
and of the right magnitude. 

2. The Preparatory Committee considers that there should, accordingly, be 
some international body under whose sponsorship governments and inter-gov 
ernmental organizations can consult with a view to concerted action to maintain 
employment, and the appropriate body for this purpose would seem to be the 
Eeonomie and Social Council of the United Nations, together with its Economic 
and Employment Commission and its sub-commissions, to which this task has 
already been entrusted. 

3. The functions, which, it is thought, the Economic and Social Council should 
either perform itself or sponsor through arrangements with the appropriate inter 
governmental organizations, cover 

(i) the regular collection, analysis and exchange of relevant information 
and 
(ii) the organization of consultation with a view to concerted national 
and international action in the field of employment. 
In addition to these continuing functions, it Was considered the Economic and 
Social Council might initiate those studies of possible direct international action 
for the maintenance of employment to which reference has been made in para 
graph 2 of Section G. 

4. The work, which it is suggested, the Economic and Social Council and the 
inter-governmental organizations concerned might undertake on this subject will 
be of great importance. The information which is to be collected should, as far 
as possible, cover the level and composition of the national income and expendi 
ture and of the balance of payments, as well as statistics of employment, unem 
ployment, production, ete. As far as is appropriate and practicable, it should 
cover future programmes and probable future trends in order that the needs of 
employment policy may be intelligently anticipated. Close and regular consulta- 
tion for concerted action by governments and inter-governmental organizations 
will be necessary in order to see how far national policies (e. g. for expenditure 
on public works) or any relevant international policies can be timed so as to make 
their most effective joint contribution to the maintenance of world demand. 


SECTION I. THE FORM OF THE EMPLOYMENT PROVISIONS 


1. The Preparatory Committee holds the view that the suggestion that the 
Economic and Social Council should continue to fulfill these general functions in 
employment policy need not conflict with the special link that should exist be- 
tween employment and trade. Governments may find it difficult to assume the 
commercial obligations of the International Trade Organization in the absence 
of undertakings by others to do their best to maintain a high and stable level of 
effective demand and employment policies must not conflict with commercial 
obligations. It is necessary for these reasons to link the trade obligations and 
the employment obligations closely together. Accordingly it is considered it 
would probably be most appropriate to include the employment undertakings in 
the Charter of the International Trade Organization. 
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2. It is thought, however, that there is one aspect of employment which should 


probably be treated differently. In paragraph 2 of Section G, it is suggested that 
the Economic and Social Council and the appropriate inter-governmental or 
ganizations should be invited by the United Nations Conference on Trade and 
Employment to consider what action might be taken in the international field 
to assist in maintaining full and productive employment and a high and stable 
level of world demand. It is thought that this invitation might best be extended 
in a separate resolution. A draft of this resolution for the consideration of the 
Conference on Trade and Employment is set out in the next paragraph. 


3. Tert of Draft Resolution on International Action Relating to Employment 


THE UNITED NATIONS CONFERENCE ON TRADE AND EMPLOYMENT 


CONSIDERING that a significant contribution can be made to the achievement 
and maintenance of full and productive employment and of high and stable 
levels of effective demand by international action sponsored by the Economie 
and Social Council and carried out in collaboration with the appropriate inter 
governmental organizations, acting within their respective spheres and con 
sistently with the terms and purposes of their basic instruments HEREBY ASKS 
the Economic and Social Council to undertake at an early date, in consultation 
with the appropriate inter-governmental organizations, special studies of the 
form which such international action might take AND sUGGESTs that, in addition 
to covering the effects on employment and production of a lowering of barriers 
to trade, the studies of the Economic and Social Council should include a con 
sideration of such measures as: 

(1) The concerted timing, to the extent which may be appropriate and 
practicable in the interests of employment policy, of national and inter 
national measures to influence credit conditions and the terms of borrowing; 

(2) National or international arrangements, in suitable cases, to promote 
due stability in the incomes of producers of primary products, having regard 
equally to the interests of consuming and producing countries; 

(3) The timing, to the extent which may be appropriate and practicable 
in the interests of employment policy, of capital expenditure on projects which 
are either of an international character or are internationally financed; 

(4) The promotion, under appropriate safeguards, of an international 
flow of capital in periods of world deflationary pressure to those countries 
whose balance of payments needs temporary support in order to enable them 
to maintain domestic policies for full and productive employment. 


CHAPTER II—INpDUSTRIAL DEVELOPMENT 
SECTION A. THE DEVELOPMENT OF FCONOMIC RESOURCES 


1. The Preparatory Committee feels that there should be a clear recognitior 
in the Charter of the International Trade Organization that the progressive 
development of economic resources in all parts of the world is not only desirable 
in itself as a means of raising living standards in particular countries, but is 
also desirable as a means of expanding the volume of world trade, thus benefiting 
all countries interested in international commerce. Improvements in standards 
of production and real income in a country contribute to the achievement and 
maintenance by that country of high and rising levels of effective demand for 
goods and services in general, thus enhancing the capacity of that country to 
participate in world trade. The development of economic resources will also 
have desirable social consequences by expanding the range of useful employment 
opportunities. It is, therefore, desirable that there should be progressive de- 
velopment, especially in those countries whose industries at present are inade- 
quately developed relative to their potential. 

2. It is thought that one of the chief gains from development is found in the 
resulting greater diversification within and between primary, manufacturing and 
service industries. Such diversification can contribute to increased stability 
in the economy of a country and confer upon it great social and cultural benefits. 
The development of manufacturing industries will be of particular importance 
as it is through such development that the greatest measure of diversification 
of production and employment opportunities can be achieved. 

3. It is desired also to draw attention to a matter of interest to all couatries, 
namely, the early economic reestablishment and industrial restoration of those 
countries whose economics have suffered from the direct impact of war. These 
countries have resources so real and important to the rest of the world that their 
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temporary disappearance or decline has been followed by difficulties in parts of 
the world far removed from the theaters of war. Their economies are in many 
cases those of already well-developed countries and are ready for relatively 
rapid reestablishment which will put them in a position to make available to other 
countries materials, equipment and other manufactured products, which will be 
needed for economie development In these countries there are qualified tech 
nicians and experienced artisans already accustomed to modern industrial tech 
nology and ready to undertake the great diversity of occupations involved. Once 
restored these war-devastated countries will be in a position to contribute to 
technical progress and to the raising of productivity and living standards. It is 
believed, therefore, that measures should be taken to facilitate a rapid return 
in the devastated countries to the development interrupted by the war and that 
this will be helpful to the rapid and sound development of other countries. 





ADAPTATION ECONOMIES 
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1. As the less developed countries progressively undertake the production of a 
wider range of commodities for their domestic markets, it is likely that the more 
highly developed economies, which formerly supplied the markets of the less 
developed countries, will be faced with problems of adapting their economies to 
the changed circumstances. These problems will be minimised, both in degree 
and duration, if countries are careful to ensure that their development pro 
grammes are soundly based and carried out. The Preparatory Committee sug 
gests that only in this way will the developing country make its most effective 
contribution to its own economic welfare and to international trade, and only thus 
will the more highly developed countries be able to adapt their economies with 
reasonable prospect of success, 

2. On the other hand there will also be problems of adjustment facing the 
developing countries. These problems will be mainly associated with the transfer 
of workers from agriculture and other primary industries, as the productivity of 
labour in such industry increases, to manufacturing and other branches of expand 
ing economic activity. This transfer may involve a geographical redistribution 
of population with all its attending problems, as well as problems of occupational 
training and retraining. 

































SECTION C. CONDITIONS OF INDUSTRIAL DEVELOPMENT 




















In any country the conditions of the industrial development of economic 
resources include capital, capital goods and materials markets, an adequate 
technology, managerial skill and technicians and trained artisans in sufficient 
numbers. When any of these conditions are unsuitable, international and domes 
tic action may be taken to modify the situation. This international action may 
be such as to facilitate the supply of capital, capital goods and materials, to 
provide skilled management, trained technicians and artisans and to improve 
technology. Individual countries may take action to plan and carry out develop 
ment projects, to raise standards of industrial management, and to provide for 
the training of their own nationals as technicians and artisans, and subject to 
international obligations, they may aim by the use of protective measures at 
providing a reasonable share of the home markets to the commodities being 
produced in their own territories. 





SECTION D. PROVISIONS OF CAPITAI 








1. Capital may be needed by a country to modernize and improve the tech 
nology of existing industries, to expand existing industries or to establish new 
ones. It may also be needed to improve or increase the supply of public utilities 
such as transport and communication services, water and power supplies. While 
projects of the latter character are essential to progressive development, they may 
not be immediately or directly remunerative, and international action may be 
all the more necessary, if the supply of capital is to be adequate. 

2. The Preparatory Committee feels that the international supply of capital 
Will be particularly necessary to the less developed countries and to the countries 
which have suffered from war. The channel for this supply may be through 
private investors, through government agencies, or through the International 
Bank for Reconstruction and Development. In view of the importance of indus 
trial development to expansion of world trade, it is felt that all members of the 
International Trade Organization should recognize that they have a responsi- 
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bility to co-operate within the limits of their power to do so with appropriate 
international organizations in ensuring that there is a regular flow of capital 
to those countries in particular which have limited capital resources. The 
International Trade Organization might well participate in discussions with 
its own members and with other international organizations regarding proposals 
to this end. In addition it is felt that members should undertake not to place 
any unreasonable impediments in the way of other members having access to 
capital. 

3. A country embarking on a programme of development involving substantial 
imports of capital goods may be faced with the possibility of balance of payments 
difficulties. It is considered that if at any time a country anticipates that such 
difficulties are imminent, it should be permitted to impose qualitative regulation 
of its imports so that the appropriate balance may be kept between its imports 
of capital and consumer goods. Naturally such a regulation of imports will 
only remain necessary while the prospect of balance of payments difficulties 
remains, 


SECTION FE. SUPPLIES 


In all countries there will be a demand for capital equipment and materials 
of all kinds arising from programmes of production and development. For most 
countries, including those which are actively promoting their industrial and 
general economic development, this demand can only be satisfied by obtaining 
supplies of one kind or another from other countries. Therefore the Preparatory 
Committee is of the opinion that members of the Organization should recognize 
that they have an obligation to other members to refrain from placing unreason- 
able obstacles in the way of supply of capital goods and materials of all kinds 
needed by other members. This obligation, of course, would be undertaken 
subject to the other provisions of the Charter. For example, where special 
shortages occur in the supplying country, particularly in the early post-war 
transitional period, such countries would be free to apply restrictions in the 
manner provided in Article 25 of the Charter. In such circumstances, however, 
it is hoped that they would take into account the needs of other countries, and 
hold such restrictions to a minimum, 


SECTION F., TECHNOLOGY AND TRAINING 


One of the most important ways in which industrial development can be pro- 
moted throughout the world is through the dissemination of knowledge concern- 
ing techniques of production, particularly in countries at present inadequately 
developed relative to their potential. This can be achieved in part by national 
and international action to make available as widely as possible (subject to 
considerations of national security), knowledge of new developments in all 
countries resulting from changing technology and scientific research, and in 
part by individual action by business entities in the less industrialized countries 
gaining access to patents, specifications and technological developments. This 
may be accomplished, for example, by such business entities becoming associated 
with more experienced ones in the more highly industrialized countries. Tech- 
nology can be improved also if technicians and skilled artisans in the more 
developed countries are encouraged to go, permanently or temporarily, to the 
less developed countries. On the other hand the less developed countries should 
provide for raising the standard of technical and technological training of their 
own nationals and should have opportunities of sending their own nationals to 
the more developed countries for instruction and training. 


SECTION G. MUTUAL RESPONSIBILITIES 


In the carrying out of programmes of industrial and general economic develop- 
ment, therefore, there will be an interdependence between the less developed and 
the more highly developed countries. In relation to the international supply of 
facilities for economic development including capital funds, capital goods and 
materials, equipment, advanced technology and trained personnel, the Prepara- 
tory Committee is of the opinion that all countries should recognize that they have 
mutual responsibilities. It has already been noted that countries in a position 
to supply these facilities should impose no unreasonable impediments that would 
prevent other countries from obtaining access to such facilities. It is equally 
important, however, that countries receiving such facilities should treat the 
supplying countries, including their business enterprises and citizens in con- 
formity with the provisions of any of their relevant international obligations and, 
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in general, that they should take no unreasonable action injurious to the interests 
if the supplying country. 


SECTION H. MARKETS AND PROTECTION 


1. As a general rule newly established industries depend, initially at least, 
upon domestic markets for the sale of their products. The Preparatory Com- 
mittee is of the opinion, therefore, that where necessary members desiring to 
promote industrial development should have or should be afforded reasonable 
freedom to employ protective measures so that an adequate portion of their 
local markets may be assured to the commodities concerned. However, since 
an unwise use of protective measures by any country for the purpose of promoting 
industrial development places an undue burden on the economy of that country 
and imposes unwarranted restrictions on international trade, it is desirable that 
ountries promoting development should not make immoderate use of such 
protective measures. 

2. The use of dumping policies by other countries might be particularly harm- 
ful to countries wishing to carry out a prozramme of development or reconstruc- 
tion. However, special action will be recommended later to provide against this 
contingency. 

3. Since the comparative development of member countries is uneven, and 
since the levels of existing tariffs are unequal, it is considered that account should 
be taken of these factors by members generally in any tariff negotiations and by 
the Organization should it be called upon to determine whether a country has 
fulfilled its obligations with respect to such negotiations. 


SECTION I. NATURE OF PROTECTION 


1. Considerable attention was devoted to the question of the kind of protective 
measures which might be used for promoting development. It was generally 
recognized that the Charter provides a substantial measure of freedom to use 
subsidies and that it also permits the use of tariffs in those cases where tariff rates 
are not bound against increase as a result of agreements voluntarily negotiated 
by prospective members as contemplated in connection with the Charter. Discus 
sion of this problem was, therefore, related principally to the means whereby 
a member might obtain a limited release from obligations assumed to the course 
of such negotiations with other members and from regulations contained in the 
Charter governing the use of forms of protection other than subsidies and 
unbound tariffs. 

2. It has been concluded that such releases should be granted in appropriate 
circumstances and the procedure, which is described in paragraph (3) of Article 
13 of the Charter, has been agreed. Sub-paragraph (b) of that paragraph 
covers a situation in which permission is sought to raise a tariff that had been 
bound as a result of negotiations with other members, or in which it is desired to 
impose some other form of protection that is otherwise not permitted by the 
Charter and that would impair the value to other members of an agreement nego- 
tiated with respect to tariffs. The somewhat simpler procedure indicated under 
sub-paragraph (¢) provides for cases in which release is sought from obliga- 
tions assumed by ratification of the Charter and such release would not impair 
the result of prior tariff negotiations. Particular attention was given to the 
possible use of quantitative regulation of imports as a means of protection. The 
Preparatory Committee is of the opinion that, subject to the suggested procedure, 
this means should be employed only where it would place a lighter burden on the 
country giving the protection and where it would be less restrictive of interna- 
tional trade than would be the case with other forms of protection. 

3. One delegate felt that quantitative restrictions should be recognized as a 
means of giving protection which could be used at any time in the early stage of 
industrial development by a member deeming it absolutely necessary, subject 
only to the right of any other member to complain to the Organization if such 
member felt that in any instance quantitative restrictions were being used un- 
justifiably. This delegate specifically reserved his position with regard to para- 
graph (3) of Article 13 of the Charter. 

4. A second delegate expressed concern at what he regarded to be the com- 
plicated and lengthy character of the procedure for obtaining release provided 
in paragraph (3) of Article 13. He felt the suggested procedure might make it 
difficult for under-developed countries to obtain a release, particularly to use 
quantitative restrictions. In those cases in which quantitative restrictions are no 
more restrictive than alternative forms of protection, he would urge that the pro- 
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cedure adopted by the Organization should be less cumbersome, providing for 
release on the basis of criteria established by the Organization, without requir- 
ing prior consultation with other members. Although realizing the evils of 
quantitative restrictions, he believed their use for protection should be provided 
specifically in the Charter However he did appreciate the compromise that 
had been reached in this matter and did not at this stage propose any amend 
ments, although reserving his position 

5. Despite the proposal, set out in paragraph (8) of Article 13, namely that 
the Organization should be empowered to give a release in appropriate circum 
stances to a member in respect of any obligations under the Charter, one delegate 
felt that there should be more specific provision for the use of regional prefer 
ential arrangements as a means of giving protection and reserved his position on 


this point 
SECTION J. ALLOCATION OF FUNCTIONS 


1. Careful consideration was given to the question of how the international 
functions relating to industrial development can best be carried out and to the 
part which the International Trade Organization should play in their perform 
ance. It is clear that the International Trade Organization must exercise 
functions relating to industrial development at least insofar as measures of 
commercial policy are employed to foster such development. From the point of 
view of the purposes of the Charter and the effective working of the International 
Trade Organization, there are strong arguments for empowering the Organization 
to perform certain positive functions in relation to industrial development, par- 
ticularly in the provision of technical aid to members in the formulation and 
execution of plans for development. Accordingly there has been included in the 
Charter a tentative provision which, if adopted, would enable the International 
Trade Organisation within its competence and resources to provide such aid. 

2. This task, because of its essentially administrative character, would be 
appropriate to a specialized agency, and its performance by the Internationa 
Trade Organization might provide a useful means of positive co-operation with 
members. Furthermore it would provide the personnel of the Organization with 
continuous experience of the positive as well as the protective aspects of nationa 
development policies and so assist them in maintaining the balanced point of 
view which will be essential to the wise exercise of the discretions which the 
Charter entrusts to the Organization. 

3. The Preparatory Committee is aware, however, that this problem cannot 
be looked at solely from the point of view of the purposes of the Charter. There 
are a number of inter-governmental agencies and organizations concerned with 
various aspects of industrial development. These include the Sub-Commission 
on Economic Development of the Economic and Social Council, the International 

sank for Reconstruction and Development, the International Labour Organiza 
tion, the Food and Agricultural Organization and the United Nations Educa 
tional, Scientific and Cultural Organization. The Preparatory Committee 
assumes that the Economie and Social Council will shortly be giving considera 
tion to the question of the appropriate division among various agencies of re 
sponsibilities not yet allocated in the field of economic development and to the 
means whereby their activities can be adequately co-ordinated, and that the 
decisions of the Council on these questions must be based on other and possibly 
wider considerations than those which fall within the competence of the Prepara 
tory Committee, Accordingly, paragraph (3) of Article 11, by which the Organ 
ization is empowered to provide technical aid to members, has been placed in 
square brackets as an indication that its inclusion should be regarded as pro 
visional until the views of the Economie and Social Council on this question 
have been formulated. 

4. It is suggested, therefore, that the Economic and Social Council should be 
invited, when examining the allocation of functions in relation to industrial 
development, to give due weight to the considerations set forth above and to 
advise whether the inclusion of paragraph (3) of Article 11 is consistent with the 
Council's views.* 

5. In view of the fact that there are many factors, other than those directly 
relating to the International Trade Organization, which require to be taken 
into consideration in this matter, the Preparatory Committee expresses the hope 
that those of its members, which are not also members of the Economic and 
Social Council, may be invited to submit their views at the time the Council is 
considering these matters, 


7Paragraph (3) of Article 11 
* See Annexure 8 
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(vi) Under the revision of paragraph 2 of Article 8 (Article 14), which is 
recommended by the Preparatory Committee, the preferences excepted from 
the most-favoured-nation clause are those remaining a‘ter the negotiations 
contemplated in Article 24 rather than those in effect on a particular date 
Also, the categories of preferences thus excepted are broadened to include 
not only Imperial and Cuban-American preferences but also preferences in 
force between neighbouring countries in 1946. 

(vii) The base dates in paragraph 2 of Article 8 of the United States Draft 
Charter would determine in a precise way those preferences to be eliminated 
under the most-favoured-nation clause and those preferences to be subject to 
negotiations under Article 18 of that Charter. Accordingly, the removal of 
the base dates from this paragraph will require that some other method be 
found of establishing a basis for negotiations with respect to preferences 
Recommendations on this point are included in that part of the Report which 
relates to the proposed multilateral trade-agreement negotiations among 
members of the Preparatory Committee. 

(viii) In this connection one delegate suggested that Articles 8 and 18 of 
the United States Draft Charter should be interpreted in such a way that, so 
long as a preference remained accordable in one part of a preferential sys 
tem specified in paragraph 2 of Article 8, that part of the preferential system 
according the preferences should be at liberty to extend the same, or a lesser 
measure of preference to any other part of the same preferential system 
which at present did not enjoy it. 


2. Reduction of Tariffs and Elimination of Preferences 
(a) General Observations 


(i) The Preparatory Committee was in general agreement with the basic prin 
ciples that the members of the International Trade Organization should enter 
into reciprocal and mutually advantageous negotiations with each other directed 
to the substantial reduction of tariffs on imports and exports and to the elimina 
tion of import tariff preferences, that these negotiations should proceed in ac 
cordance with certain rules and that members, which unjustifiably fail to fulfil 
their obligation regarding tariffs and preferences, should not be entitled to 
receive the benefits resulting from the fulfilment of these obligations by other 
members. 

(ii) One delegate while recognizing that the proposed negotiations are to 
be conducted on a reciprocal and mutually advantageous basis and that the 
obligations undertaken pursuant to such negotiations would be subject to read- 
justment by the International Trade Organization in accordance with the prin 
ciples and procedures set forth in Chapter IV (Economic Development), never 
theless questioned the application to countries in the early stages of economic 
development of the principles set forth above that tariffs should be reduced 
substantially. 

(iii) Another delegate suggested that the rules governing the negotiations 
should take into account the relative levels of the tariffs of each country in the 
light of the position of those countries which are in the early stages of industrial 
development. While making this suggestion, this delegate indicated his will 
ingness to raise with his Government the question whether the principles and 
procedures recommended in Chapter IV (Economic Development) do not ade- 
quately meet the requirements he wished to see satisfied. 

(b) Scope of Negotiations 

(i) Under paragraph 1 of Article 18 of the United States Draft Charter 
the proposed negotiations would extend to tariffs on imports and exports and 
import tariff preferences. Under the revision prepared by the Preparatory 
Committee the scope of the negotiations has been broadened to clearly cover 
charges on imports and exports other than tariffs. The additional charges 
in question are intended to mean charges analogous to tariffs; they are not, 
for example, intended to include non-discriminatory internal taxes which are 
collected at the time of importation. 

(ii) The reference to negotiations regarding state-trading margins, which 
appears in paragraph 1 of Article 18 of the United States Draft Charter, has 
been omitted from the revision. It was believed that undertakings to nego- 
tiate with respect to such margins, in the manner specified in the case of taritfs 
and preferences, were adequately provided in the revision. (Article 32. 


(c) Rules Governing Negotiations 


(i) Certain drafting changes were suggested with regard to the rules govern- 
ing negotiations set forth in paragraph 1 of Article 18 of the United States 
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Draft Charter. Firstly—Sub-pargraph (@) provides that “Prior international 
commitments shall not be permitted to stand in the way of action with respect 
to tariff preferences.” It was agreed that the intention lying behind this pro 
vision could be more clearly expressed as follows: “Prior international com 
mitments shall not be permiited to stand in the way of negotiations with respect 
to tariff preferences, it being understood that action resulting from such 
negotiations shall not require the modification of existing international obliga 
tions except by agreement between the contracting parties or, failing that, by 
termination of such obligations in accordance with their terms.” Secondly 
Sub-paragraph (b) provides that negotiated reductions in most-favoured-nation 
tariffs should operate automatically to reduce or eliminate margins of prefer 
ences in effect on 1 July 1989. In view of the impracticability of establishing 
a common base date for negotiating preferences, the revision recommended by 
the Preparatory Committee omits any reference to a base date to be used in 
applying this rule. Three delegates thought that the rule should not operate 
automatially, but that members should be free to negotiate for a reduction in 
the preferential rate as well as in the most-favoured-nation rate, provided that 
the margin between the two negotiated rates is smaller than that exising on 
a (prior) date to be agreed upon. Thirdly—An additional rule has been in 
cluded, as sub-paragraph (c) of Article 24, which provides that during the 
negotiations the binding or consolidation of low tariffs or of tariff-free treat 
ment shall in principle be recognized as a concession equivalent in value to the 
substantial reduction of high tariffs or the elimination of tariff preferences, 

(ii) The Preparatory Committee also considered the question whether a rule 
should be included in Article 18 of the United States Draft Charter to the effect 
that the elimination of quantitative restrictions (as defined in Article 19 of that 
Charter) on the one hand, and the binding of preference-free treatment on the 
other hand, should be considered concessions equal in value to the reduction of 
tariffs or the elimination of preferences. It was agreed that since preference 
free treatment and quantitative restrictions were to be dealt with under general 
rules incorporated respectively in Article 14 (Most-Favoured-Nation Treatment) 
und Articles 25-28 (Quantitative Restrictions) of the revised text, they could 
not properly be included in the rules governing selective tariff negotiations. At 
the same time it was recognized that, in accordance with the plan for conducting 
tariff negotiations among the members of the Preparatory Committee, those 
countries would not be called upon to subscribe to the most-favoured-nations and 
quantitative restrictions provisions until selective tariff negotiations had been 
completed and vice-versa. It was believed that this circumstance would assure 
that due weight will be given in the tariff negotiations to the benefits to be 
derived from the elimination of quantitative restrictions and the general grant 
of most-favoured-nation treatment 


(d) Withholding of Tariff Benefits From Member of the Organization 
Which Fail to Carry Out Obligations for the Reduction of Tariffs 
and Elimination of Preferences. 

Several changes were made in paragraph 3 of Article 18 of the United States 
Draft Charter 

(i) Paragraph 8 provides that the International Trade Organization may 
authorize a member to withhold tariff reductions from another member 
which “failed to negotiate” as required by paragraph 1. Under the revision 
the Organization can authorize withholding for failure to negotiate “in 
accordance with the rules laid down in paragraph (1)” (i. e., in subpara 
graphs (a), (b) and (c) of paragraph (1)). Thus, for example, a country 
having low tariffs cannot be accused under paragraph (3) of failure to 
negotiate adequately because of unwillingness to reduce its tariffs substan- 
tially. Also under the revision, a member can bring a complaint before the 
Organization in the event of another member failing to consider reductions 
of high tariffs in return for bindings of low tariffs. 

(ii) Under paragraph 3 of the United States Draft Charter the with- 
holding of tariff benefits by members is restricted to tariffs reductions 
effected pursuant to negotiations under paragraph 1. Under the revision 
members are authorized to withhold any tariff benefits, including bindings, 
granted pursuant to negotiations. The purpose of this change is to assure 
that low tariff countries (which may not have granted many tariff reduc- 
tions) will not be placed in an unfavourable bargaining position in dealing 
with members of the Organization which may be reluctant to carry out the 
obligations of paragraph (1) of Article 24. 
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(iii) Language has been included in paragraph (3) of Article 24 to assure 
that the Organization, in determinating whether a member has unjustifiably 
failed to negotiate adequately as required by paragraph (1), will take into 
account the situation of the member under the Charter as a whole, including 
Chapter LV of the Charter (Industrial Development). 


? 


8. Emergency Action in Respect of Imports of Particular Products. 


(a) The Preparatory Committee considers that members of the Organization, 
in the event of unforeseen developments and of injurious effects on their trade 
caused by or threatened by reason of the obligations laid down in Chapter V 
(including tariff or preference concessions) should be permitted to withdraw or 
modify the obligations to the extent and for the time necessary to prevent the 
injurious effects. The Preparatory Committee agreed that this right should be 
subject to adequate safeguards and to the possibility of counter-action by other 
members in the event of the abuse of the right. 

(b) Three basic changes have been incorporated in the revision of Article 29 
of the United States Draft Charter. 

(i) Language has been inserted in paragraph (1) of the revision (Article 
34) which makes it clear that members invoking the Article may withdraw 
or modify concessions in respect of preferences as well as concessions in 
respect of tariffs and obligations regarding quantitative restrictions ete. 

(ii) A provision has been included under which members may, in critical 
and exceptional circumstances, modify or withdraw concessions under the 
\rticle, on a provisional basis, without prior consultation with the other 
interested members of the Organization, provided that consultation is under- 
taken immediately following upon the taking of such action 

(iii) Two delegates questioned the desirability of permitting action under 
the Article without prior consultation even in emergency circumstances 
One of these delegates also proposed that if action without prior con- 
sultation was permitted to a member, immediate counteraction by other 
affected members should also be permitted, without the delays involved in 
obtaining the permission of the International Trade Organization to take 
such action 

(c) Provision has been made to assure that, ordinarily, counteraction taken 
under Article 34 will not be disproportionate to the provoking action. At the 
same time the Organization is authorised to permit severe counteraction in 
cases of abuse of the privileges granted by the Article. 

j. Consultation—Nullification or Impairment 

(a) The Preparatory Committee agreed that members of the International 
Trade Organization should stand ready to consult with one another regarding 
any matter affecting the operation of the provisions of Chapter V of the Charter 
relating to trade barriers It was also agreed that any member should be 
entitled to request the Organization to set aside any obligations under Chapter 
V, and that the Organization should be authorized to set aside such obligations, 
in the event of any situation arising, whether or not caused by action by another 
member, which would nullify or impair any object of the Charter If a member 
is adversely affected by obligations being set aside, it should be entitled to 
withdraw from the Organization on short notice. 

(b) Under Article 80 of the United States Draft Charter a member can be 
authorized by the Organization to suspend the application to another member 
of obligations under Chapter V only in the event of the second member being 
found to have taken some action (whether or not in conflict with Chapter V) 
which nullified or impaired an object of Chapter V. Under the revision any 
action by a member or the development of any situation, which impaired or 
nllified any object of the Charter (including any object set forth in Chapter ITI 
(Employment) ) can be an occasion for the lodging of a complaint with the 
Organization. The Organization can make recommendations to the members 
concerned and, in serious cases, release any member (and not merely the com 
plaining member as originally) from its obligations under Chapter V. Members 
adversely affected by the suspension of obligations on the part of another 
member are entitled to withdraw from the Organization on short notice. 

(c) Two types of cases will illustrate the kind of action which may be per- 
mitted under the revision (Article 30) but which is precluded under the Article 
as drafted in the United States Draft Charter. 

(i) A member may seek, and obtain from the Organization, a release from 
its obligations under Chapter V on the ground that its economy is suffering 
from deflationary pressures caused by the lack of effective demand for its 
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goods from abroad (possible impairment of the objects of Chapter III). In 


such cases it is contemplated that the Organization, before granting any such 
release, Will consult with the Economie and Social Council of the United Nations 


or with other intergovernmental organizations, to determine whether some other 


remedial action is not open to the member seeking the release, 
(ii) A member importing a particular product may sed from appro- 


priate obligations under Chapter V in order to adjust competitive conditions 


between two exporting countries (for example, in cases in which one of the 
exploiting substandard labour contrary to 
release may be 





exporting countries is deliberately 
the objectives of Chapter III) Also, the request for such a 
made by one of the exporting countries (in the example above the exporting 
country suffering from unfair competition caused by substandard labour in the 
other exporting country) rather than by the importing country. 





5. Territorial Application of Chapter V.—Customs Unions—Frontier Traffic 


(a) The Preparatory Committee was in agreement that the 


the customs territories 


provisions of the 


Charter regarding trade barriers should apply to each of 
under the jurisdiction of members, that an appropriate exception to these provi- 
accorded to facilitate frontier traffic, for 
on and for new preferential 
raph (2) Article 66 


sions should be made for advantages 


} 


advantages incident to the formation of a customs 
Yr 


arrangements approved by the Organization und 





and customs unions should be 


and that suitable definitions of customs territories : 
included in Chapter V. 

(b) In addition to certain drafting amendments, the following change 
made in Article 38 of the United States Draft Charter: 

(i) That Article provides that Chapter V shall not prevent ‘‘the union for 
customs purposes of any customs territory and any other customs territory.” 
Under the revision this exception extends to “the formation of a union for 
customs purposes, ete.” thus permitting measures which in fact represent a 


Ss were 


transitional stage towards a customs union 

(ti) A new paragraph has been added which recognises that new prefer- 
ential arrangements (for example, those of a regional character) may in 
the Organiza 
2) 


exceptional circumstances be justified and make it clear that 
tion will be authorized to approve such arrangements under paragraph 
of Article 66 of the Charter. 
(c) Two delegates made reservations with regard to preferences of regional 
it such preferences have an intrinsi¢ alue 
ject to the procedure provided in paragraph 





character. One of them stated th: 
by themselves and should not be sub 
(2) of Article 66. 


6. Submission of Report on Procedures for Proposed Multilateral Trade Agre 





( 


ment Negotiations 
(a) The Preparatory Committee has prepared a report setting forth proce 
dures to be followed in connection with the negotiations regarding tariffs and 
preferences to be conducted among its members pursuant to Article 24 of the 
Charter and in accordance with its resolution of November 26, 1946.° 
(b) It is believed that the text of this report is largely self-explanatory It 
may be noted, however, that the paragraph, which points out the importance of 
avoiding new tariff measures which would tend to prejudice the proposed nego 
tiations, is not, of course, a legally binding obligation such as might prevent 
countries from introducing tariff changes regarded as urgent 
(c) With regard to the proposal in the report that the tariff agreement among 
the members of the Preparatory Committee should be unilateral in form and it 
legal application, one delegate considered that bilateral tariff agreement or 
agreements limited to a small group of countries the benefits of which 
eralized under the operation of the most-favored-nation clause would be prefer- 
able because they might be necessary. 


are gen 


more e isily revised wher 
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SECTION B. GENERAT 
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CEPTIONS 





1. A substantial degree of agreement among the members of the Preparatory 
Committee was reached on questions of the principle underlying these provisions. 
However, as was to be expected, there were numerous differences of opinion, and 
a number of reservations were made on account of national variations in the 
practice of detailed administration. 


® See Annexure 7. 
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2. Complete reconcilation of views was not possible to the extent that agreed 
texts for insertion in the Charter could be prepared within the time at the dis- 
posal of the Preparatory Committee. A greater degree of unanimity might 
have been possible if more time had been available. In addition, many of the 
delegates’ suggestions were merely drafting points and it was felt that these 
should be dealt with by the Drafting Committee. 


SECTION C, QUANTITATIVE 





RESTRICTIONS AND EXCHANGE CONTROI 






1, General Elimination of Quarantine Restrictions 

(a) There was wide agreement with the proposal for a general rule against 
the use of import and export restrictions and prohibitions, the rule being subject 
to exceptions permitting the use of restrictions in .pecified circumstances and 
under specified conditions. 

(b) The Preparatory Committee agreed that during a post-war transitional 
period it should be permissible to use such restrictions to achieve the equitable 
distribution of products in short supply, the maintenance of war-time price con- 
trol by countries undergoing shortages as a result of the war, and the orderly 
liquidation of temporary surpluses of government-owned stocks and of industries, 
which were set up owing to the exigencies of war, but which it would be uneco- 
nomie to maintain in normal times. These last two exceptions would be subject 
to consultation with other interested members and all these exceptions would 
be limited to a specified post-war transitional period, which might, however, be 
subject to some extension in particular cases, 

(c) There was wide agreement for an exception to the general rule against 
export restrictions or prohibitions so as to enable a country to take temporary 
action to relieve critical shortages of foodstuffs or other essential products. 
There was also wide agreement for an exceptional use of restrictions to apply 
standards of classification and grading of commodities in international com- 
merce, subject to safeguards against their misuse for the purpose of giving 
disguised protection, 

(7?) Consideration was given to the suggestion that there should be an excep- 
tion permitting import restrictions on agricultural or fisheries products to accom- 
pany measures restricting the domestic production or sale of like products and 
to remove a temporary domestic surplus by means which involved selling that 
surplus at prices below the current market price to certain groups of domestie 
consumers. There was wide agreement for the view that a clause on these lines 
was desirable but two delegates proposed that, in order to give similar protection 
to agricultural or underdeveloped countries, the exception should not be confined 
to agricultural and fisheries products. One delegate, on the other hand, took 
the position that the exception should cover only agricultural products. There 
was wide agreement for the view that any supplies of the product which were 
en route at the time at which public notice was given of the restrictions should 
not be excluded, though they might be counted against any quotas in the import- 
ing country. It was generally agreed that this point should be covered in this 
Article unless it were already adequately met in Article 21. 

(e) It was suggested that restrictions imposed under this exception should 
not be imposed on seasonal commodities at a time when similar domestic prod- 
ucts were not available and it was generally agreed that this snggestion might 
usefully be further considered at the Second Session of the Preparatory 
Committee. 

(f) There was wide agreement for the view that restrictions on imports, 
imposed to match a restriction on domestie production, should not be such as 
to reduce the proportion of imports to domestic production below the level which 
might otherwise have been expected to rule, it being necessary to judge the situa- 
tion not only in the light of the position at a previous period but also in the light 
of any changes in conditions which might have occurred since that date. The 
view was, however, expressed that such a rule might weigh unduly on the domes- 
tic producers, since the exporters in other countries might be able more readily 
to find alternative markets. 

(7) The suggestion was put forward by some delegates that the exception 
in the case of agricultural products should he widened by permitting restrictions 
on imports without restrictions on home production so as to maintain domestic 
prices at a level sufficient to cover domestic costs of production or so as to enable 
a domestie surplus to be cleared. It was suggested that this could be accom- 
plished by deleting the last three sentences of sub-paragraph (2) (e) of Article 
25. However, it was felt by other delegates that such proposals would extend 
the scope of the exception to an undesirable degree. 
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put forward the suggestion that the wording of the 


(kh) Some delegates 
‘icultural products should be changed so that the 





’ would be inserted after the words “to remove a temporary 


words “for instance’ 
this suggestion 


surplus of the like domestic product”. Other delegates felt that 
would permit an undesirable expansion of the exception and, therefore, opposed 
he suggestion, 

(i) There was general agreement that restrictions or prohibitions on private 
trade might be imposed in order to protect the position of state-trading enter- 
prises operated under other articles and that import or export quotas imposed 
under inter-governmental commodity agreements concluded under the Charter 
might be used. 

(j) The suggestion was also made that it should be permissible to use import 
restrictions, under proper safeguards, as an antidumping measure in those cases 
of intermittent dumping in which import duties did not provide a suitable 
nstrument of control. After consideration it was generally agreed that as far 
as the establishment of new industries are concerned, the position should be 
sufficiently covered by the provisions of Chapter IV. In respect of the threat 
of intermittent dumping to established industries, there was wide agreement 
with the view that the position was probably already adequately covered under 
Article 34, but one delegate remained uncertain whether this was in fact the 
case. 

(k) It was suggested that export 
preservation of scarce natural resources even if there were not 
domestic consumption, as required under paragraph j of Article 32 of the United 
States Draft Charter. While it was recognized that there might be cases in which 
such action would be unobjectionable, the view was widely expressed that such 
an exception, unless subject to sufficient safeguards, might unduly restrict access 
to raw materials. It was generally agreed that the point might usefully be 
further examined at the Second Session of the Preparatory Committee 
restrictions on exports should be 


restrictions should be permitted for the 
restriction on 


(1) It was suggested by one delegate that 
the safeguard of living standards, for the facilitation of in- 
prices so as to achieve 
import restrictions 


permissible for 
dustrial development and for the stabilization of domestic 

balanced development of the national economy, and that 
should be permissible for the enforcement of governmental measures to regulate 
domestic production, distribution and consumption so as to maintain a dynamic 
equilibrium between the diverse economic activities of a nation in the process of 
industralization. After discussion of this suggestion, there was wide agreement 
in the Preparatory Committee that it was already adequately covered in the 
provisions of Chapter IV and by the proposals made with regard to the use of 
import restrictions under Article 26 to safeguard the balance of payments 

(m) Some delegates announced that, because they thought the procedure laid 
down in sub-paragraphs (3) (@) and (c) of Article 13 of Chapter IV (Industrial 
Development) needed further examination, they might propose an addition to 
of Article 25 to include another exception in the following terms: 


paragraph (2) 
protective 


Import restrictions for the purpose of economic development as a 
measure provided that they are less restrictive in their effect than other forms 
of protection and provided that they are in conformity with the criteria laid 
down for the purpose by the Organization.” Other delegates, however, con- 
sidered that the procedure laid down was appropriate, 

(n) The Preparatory Committee considered the question of the treatment of 
certain existing preferential arrangements which were established under inter 
national agreements but not effected by the normal method of a difference in 
rates of duty. In these special circumstances it is recommended that any such 
arrangements remaining after the negotiations to commence on 8 April, 1947 
should be dealt with by a provision in a protocol to the Charter or (pending the 
conclusion of the Charter) to the General Agreement on Tariffs and Trade to the 
effect that the member applying these arrangements shall be entitled to continue 
them or equivalent measures, pending either: 

(i) an arrangment under Chapter V, if the members concerned desire that 
the product should be made the subject of such arrangement, or 

(ii) some other arrangement regarding the matter between the members 
concerned. 

(o) It was agreed that only a very limited number of commodities fell under 
this heading and that the countries concerned should establish the facts about 
them so that the above recommendation could be taken into account in the forth- 
coming negotiations. It was further recognized that the concessions or lack 
of concessions in respect of the items concerned would, for purposes of assessing 
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the results of the negotiations, stand on the same footing as concessions or lack 
of concessions in respect of particular tariff or preference items. 


2. Restrictions to Safeguard the Balance of Payments 


(a) The Preparatory Committee considers that it should be permissible for a 
country to restrict imports when such restriction is necessary to safeguard its 
external financial position, particularly in view of the fact that in many cases 
there will be domestic employment, reconstruction, development or social policies 
which result in increases in the demand for imports. It was recognized that in 
many cases policies of internal reconstruction and development might be an 
essential factor in restoring equilibrium to a country’s balance of payments on a 
sound and lasting basis. 

(0) Consideration was given to the best method of ensuring that such a safe 
guard should be available for the protection of a country’s external financial 
position without giving freedom for the unnecessary use of import restrictions 
It is thought that countries should undertake to observe certain principles in 
the use of such import restrictions, and that, since the fundamental objective is to 
safeguard a country’s external financial position, these principles should be based 
upon movements in the country’s monetary reserves. Import restriction, it was 
suggested, should only be newly imposed or intensified insofar as was necessary 
to stop or to forestall the imminent threat of a serious decline in monetary re- 
serves or, in the case of a member with very low monetary reserves, to achieve 
a reasonable rate of increase in its reserves, 

(c) There are, however, many factors to which due regard must be paid in 
interpreting any such rules. There may be special nonrecurrent movements of 
funds affecting a country’s reserves, a country may have special credits outside 
its monetary recerves which it might be expected to use to a proper extent 
and at a proper rate to meet the strain on its external position, a country 
which has high reserves may, nevertheless, have high future commitments or 
probable drains upon its resources to meet in the near future All such factors 
will have to be taken into account in interpreting movements in a country’s 
reserves, 

(d) It was generally agreed that there should be an undertaking to remove 
or to relax restrictions on the same general principles, as a country’s external 
financial position improved 

(e) It was also generally agreed that, in order to avoid unnecessary damage 
to the commercial interest of other members, import restrictions imposed to safe 
guard a member's external financial position should not be carried to the point 
of total exclusion of any particular class of goods. 

(f) Consideration was given to the relations which should exist between 
members and the Organization in order to ensure that members should, on the 
one hand, not be able to abuse the application of import restrictions on these 
grounds, but should, one the other hand, have some certainty that they could 
apply them when necessary. It is considered that for these purposes, there will 
need to be arrangements for consultation between the members and the Organ- 
ization, for complaint to the Organization, and ultimately for the Organization 
to recommend the withdrawal or modification of restrictions if these are being 
improperly applied. 

(9) In this whole process of consultation, review and recommendation, the 
Organization, it is recognized, will have to keep in the closest contact with the 
International Monetary Fund. The Fund is the specialized agency which deals 
with the financial aspects of balance of payments problems and the use of import 
restrictions to safeguard the external financial position of members can only 
he properly considered by the Organization if, at every stage, it invites the Fund 
to participate in its consultations. 

(h) It was widely agreed that a first stage in this process should be consulta- 
tion as to the nature of a country’s balance of payments difficulties, the various 
corrective measures which may be available and the possible effects of such 
measures on the economics of other members. It is thought that a member, 
which was considering the imposition of restrictions for the first time, should as 
a general rule undertake such consultations before imposing the restrictions and, 
in cases in which previous consultation is impracticable, should undertake such 
consultations as soon as possible after imposing the restrictions. The Organiza- 
tion should, it is generally thought, be able to initiate consultations with any 
member which is already imposing restrictions on these grounds, and should, in 
any case, always initiate such consultations with any member which has found 
it necessary substantially to intensify its restrictions. It is also thought that the 
Organization should, within two years of its institution, review all restrictions 
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existing at its institution and subsequently maintained on the grounds of safe- 
guarding members’ external financial positions. 

(i) Many members, which may find it necessary to impose restrictions to 
safeguard their external financial position, may wish to obtain some security 
that the restriccions which they are applying or intend to apply will not be 
challenged or that if their external position becomes sufficiently difficult, they 
will be able to impose restrictions which will not be challenged. For this reason, 
it was generally agreed, a member should have the right to obtain the Organiza- 
tion’s previous approval of restrictions which it was already applying or intend- 
ing to apply, so that it could not be challenged by another member when it applied 
tothem. It is generally considered that such previous approval should relate to 
the general extent, degree and duration of the restrictions and should not prevent 
another member thereafter from bringing a complaint to the Organization that 
the restrictions were being applied in a manner which unnecessarily damaged its 
commercial interests. 

(j) Similarly, a member may seek the j1 us approval of the Organization 
not in relation to any actual restriction which it is already applying or intending 
to apply, but in relation to the contingent (uture conditions which, if they occur, 
will justify it applying restrictions. For example, it may be agreed between 
the member and the Organization that the member cannot in any circumstances 
during an agreed period ahead be reasonably expected to allow its monetary 
reserves to fall below an agreed figure. 

(k) The Preparatory Committee considers that it should be open to any 
member to bring a complaint to the Organization that another member is apply- 
ing restrictions when they are unnecessary to safeguard its external financial 
position or that it is doing so in a way which is unnecessarily damaging the 
commercial interetss of the complaining member. In this case the Organization, 
if it is satisfied that the complaining member has made out a prima facie case 
that its commercial interests are adversely affected, should consider the com 
plaint. It should have power after consultation with the International Monetary 
Fund to recommend the withdrawal or modification of the restrictions and if the 
member in question fails to withdraw or modify them accordingly, such other 
members of the Organization will be released from such obligations towards the 
member in question as the Organization may specify. The Organization should, 
however, not be able to recommend the withdrawal or general relaxation of 
restrictions insofar as it had given previous approval for them, nor should it be 
able to do so on the grounds that the member's external financial difficulty 
could be avoided by a change in the member’s domestic employment, reconstruc- 
tion, development or social policies. 

(1) It was generally agreed that a member imposing restrictions on balance of 
payments grounds should be permitted to seleet imports for restriction in such 
a way as to promote its domes.ic employment, reconstruction, development or 
social policies, in accordance with its own judgment as to the essentiality of the 
products concerned. 

(m) The Preparatory Committee agreed that if there were a persistent and 
widespread application of restrictions on these grounds, there should be a pro- 
cedure whereby the Organization in consultation with the International Mone- 
tary Fund should initiate discussions with members to consider whether other 
measures might not be taken by the countries with favourable or unfavourable 
balances of payments or by the Economic and Social Council of the United Na- 
tions or any appropriate intergovernmental organization to remove the underlying 
disequilibrium. 

(n) The Preparatory Committee is of the opinion that the principles and pro- 
cedures for restricting imports under private trade to safeguard a member’s ex- 
ternal financial position should be applied mutatis mutandis to the restriction 
(to a greater extent than would otherwise be permissible) of imports by a state- 
trading organization. It should, however, be provided that the disclosure of 
information, which would hamper the commercial operations of such a state- 
trading organization, would not be required. 

(0) There was general agreement for the view that in the early years after 
the war the Organization, in carrying out its functions under this Article and 
under Article 28, should pay due regard to the difficulties of post-war adjustment 
with which the members would be confronted in varying degrees. 

(Pp) It is to be noted that under sub-paragraph (2) (a) of Article 26 a country 
can apply quantitative import restrictions to anticipate the imminent threat of 
a serious decline in its monetary reserves. Moreover it is there suggested that 
in interpreting this principle due regard should be had to any commitments or 
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other circumstances which may be affecting a country’s needs for reserves. It 
follows that a country, which is threatened with a serious decline in its reserves 
and which has heavy external payments to meet in the near future, can protect 
its external financial position by import restrictions. 

(q) In paragraph (1) of Article 26 it is recognised that “members may need 
import restrictions as a means of safeguarding their external financial posi 
tion .. . particularly in view of their increased demand for the imports needed 
to carry out their domestic . .. development policies” and in sub-paragraph 
(3) (e) of the same Article it is laid down that “the Organization . . . shall not 
recommend the withdrawal or general relaxation of restrictions on the grounds 
that the existing or prospective balance of payments difficulties of the member 
in question could be avoided by a change in the member's domestic . . . develop- 
ment... policies’, Thus it is clear that a member cannot be required to 
modify its domestic development plans on the grounds that they impose a strain 
on its balance of payments and thus make control of imports necessary. 

(r) In paragraph (4) of Article 26 it is expressly laid down that “a Mem 
ber may select imports for restriction on grounds of essentiality in such a way as 
to promote its domestic . . . development .. . policies’, so that a member can, if 
necessary, restrict the import of consumer goods without restricting the im- 
port of capital goods. 

(8) This Article will, however, prevent a member from applying restrictions if 
its foreign exchange resources are sufficient for it to finance all types of imports. 
In other words, the member will be permitted under Article 26 to restrict only to 
the extent necessary to safeguard its monetary reserves. Up to this point it 
will have to admit imports of one class or another. Members will also be under 
an obligation not to apply any restrictions of a selective character in a manner 
which unnecessarily damages the commercial interests of other members. 

(t) Many of the problems which have been examined in connection with this 
Article and with Articles 28 and 29 are necessarily of very direct concern to the 
International Monetary Fund and, to a less extent, to the International Bank 
for Reconstruction and Development. Trade restrictions applied to safeguard 
external financial resources will inevitably be of common interest to the Inter- 
national Trade Organization and to the International Monetary Fund. In par 
ticular, since it is generally agreed that trade restrictions should be avoided 
whenever possible, the question arises of the possibility of alternative means 
under the procedures of the Fund and the Bank for meeting a disequilibrium in 
balances of payments. 

(uv) In considering these problems the Preparatory Committee has been much 
helped by the benefit of the views of the observers from the Fund and the Bank, 
It is generally felt that it would be of great assistance to the work of the Pre- 
paratory Committee if the Fund and the Bank could be invited to study Articles 
26, 28 and_29 with a view to putting their considered opinions on these issues 
before the Second Session of the Preparatory Committee. 

(v) One delegate suggested to the Preparatory Committee that there should 
be amendments providing for (a@)broadening the criteria under which restric- 
tions could be imposed for balance-of-payments reasons, (b) eliminating the 
provision for complaints by members against such restriction maintained by 
other members, and (¢c) the use of quantitative restrictions as a means for creat 
ing favourable conditions for the industrial development of an economically un- 
developed country. It was generally agreed that these proposals to some extent 
had been met in Chapter V and in Chapter IV and that further changes would 
expand the use of quantitative restrictions too far. 


3. Non-discriminatory Administration of Quantitative Restrictions. 

(a) The Preparatory Committee considers that there should be a general rule 
for non-discrimination in the use of quantitative restrictions, but that there are 
certain necessary exceptions to this general rule. 

(0) In applying the principle of non-discrimination to import restrictions, it 
is thought that the following represent a desirable set of principles which should 
also apply to tariff quotas: 

(i) Wherever possible a global quota should be fixed in advance for the 
importation of the product in question; 

(ii) Where (i) is not practicable, restrictions might be applied by import 
licenses without a global quota ; 

(iii) Whether issued within a global quota or without a global quota, im 
port licenses or permits should, in general, not tie the import to a particular 
source of supply ; 
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(iv) Where (iii) is not practicable, the restrictions might take the form of 
a quota allocated among the various sources of supply. In this case the 
general principle should be to allocate the quotas on commercial principles 
such as price, quality and customary sources of supply These commercial 
principals might be applied in principle in either of two ways—tirstly, agree 
ment might be sought between the exporters who have a substantial interest 
in supplying the product, and secondly, where this course is not reasonably 
practicable, reference should be made to shares in a previous representative 
period, due account being taken of special factors which may have affected 
the trade in the product. The member should make the initial decisions 
about the shares of such quotas but should be prepared to enter into con- 
sultations about adjustments; 

(v) No conditions should be imposed such as would prevent any member 
from making full use of its share in any quota, subject to importation being 
made within any prescribed period to which the quota may relate. 

(ec) It was generally agreed that members should undertake to supply ade 
quate information about the administration of their import restrictions In 
eases in which import licenses are used, the Preparatory Committee considers 
information should be supplied, at the request of any member having a sub 
stantial interest in the trade, about the administration of the licenses and about 
the licenses granted, but there should be no obligation to reveal the names of 
importing or supplying firms. Where quotas are fixed, public notice should be 
given in advance of the size of the quota and where the quota is allocated among 
supplying countries all members having an interest in supplying the product 
should be given prompt notice of the shares of the various countries in the quotas 

(d) It was generally agreed that there must be the following exceptions from 
the general rule of non-discrimination in the application of quantitative 
restrictions 

({) Members should not be precluded from the imposition of restrictions 
which have the equivalent effect of the exchange restrictions which a country 
could impose under Section 8 (0) of Article VII of the Articles of Agree 
ment of the International Monetary Fund (scarce currencies clause) 

(ii) A group of territories, which have a common quota in the Interna 
tional Monetary Fund, should be able to impose restrictions against imports 
from other countries in order to protect their common monetary reserves. 

(iii) Members should be able to assist, by measures not involving a sub 
stantial departure from the general rule of non-discrimination, a country 
whose economy has been disrupted by war but this freedom should only 
extend until 31 December 1951 

(iv) Some element of discrimination in import and export restrictions may 
be needed in order to carry out inter-governmental commodity agreements 
under the commodity policy provisions of the Charter or in order to apply 
the restrictions, which have been suggested for the post-war transitional 
period to ensure an equitable distribution among consuming countries of 
products in short supply.” 

(e) A more difficult problem arises in the treatment of inconvertible cur 
rencies. It is thought that the objective is to establish multilateral trading over 
as wide an area as possible and that for this purpose it is desirable that currencies 
should become convertible as soon as is safely possible. But so long as some 
currencies remain inconvertible there is difficulty in reconciling the full appli 
cation of the principle of non-discrimination with the courses of action which 
are imposed upon members by their external financial situations. This difficulty 
is of course fully recognized, as far as exchange restrictions are concerned, in 
the provisions of Article XIV of the Articles of Agreement of the International 
Monetary Fund. The problem here is to make appropriate provision for this 
difficulty in the trade field. 

(f) The nature of the difficulty may be conveniently expressed by considering 
the position of country A, which has a favourable balance of payments, with 
country B which has an inconvertible currency. This favourable balance can be 
settled only by 

(i) Accumulation by A of inconvertible balances of B’s currency or by 
a loan to B in A’s currency ; or 

(ii) an increase in A’s imports from B; or 

(iii) a reduction of A’s exports to B. 


10 See sub-paragraphs (1) (c) and (i) of Section C 
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(9) If A is unable or unwilling to make the appropriate loan under (i) and 
if the costs of B are too high to enable A to accept B’s exports without infringing 
the rule of non-discrimination, the only possibility is a reduciton in A’s exports to 
B. It was argued that A can always avoid this difficulty by selling the exports 
which would otherwise have gone to B, to countries with convertible currencies 
and there was general agreement that where the majority of countries had con 
vertible currencies, this Would normally be the case. It was argued, on the 
other hand, that countries, which normally conduct a large proportion of their 
trade with countries whose currencies are inconvertible, might be obliged to re 
strict their trade substantially because of the limited import capacity of coun 
tries with convertible currencies, and that consequently the additional purchase 
of imports from country B, even on a discriminatory basis, might be less restric 
tive of world trade than the full application of non-discrimination. It was fur 
thermore argued that any provisions made to deal with this general problem 
should also cover the problem of balances of inconvertible currencies accumu 
lated before the entry into force of the Charter. 

(h) It was agreed that in any case members should be entitled to attach such 
conditions to their exports as would be necessary to ensure that an exporting 
country would receive for its exports its own currency or the currency of any 
member of the International Monetary Fund specified by the exporting country 
and thus avoid the danger of being, in effect, compelled to accumulate balances 
of inconvertible currene, 

(i) It is considered that there must be some provision also to deal with the 
corresponding import problems, but it is felt that there are serious dangers in a 
wide exception from the rule of non-discrimination even during the post-war 
transitional period If such a period is at all prolonged, it would permit the 
establishment of bilateral patterns of trade and discriminatory practices gen 
erally which would effectively prevent the development of multilateral trade, a 
central objective of the Charter. It was argued that such arrangements would 
tend to become self-perpetuating and that their possibility would, in effect, delay 
the achievement of sound and lasting equilibrium in the balances of payments of 
the countries with inconvertible currencies and would thus postpone for at 
indefinite period their ability to make their currencies convertible. On the 
other hand it was argued that if countries with inconvertible currencies had to 
face the full rigour of international competition, they would be forced to restrict 
their imports from all sources to a degree which would seriously impair their 
prospects of recovery. It was further contended that the existence of some 
provision to enable countries with convertible currencies to apply discriminatory 
restrictions in special circumstances would encourage countries with incon 
vertible currencies to take the risk of accepting convertibility at an earlier 
stage than they would have otherwise been prepared to do. 

(j) It was generally agreed that the difficulty may be solved by permitting 
discriminatory import restrictions under the two following conditions, both of 
which would have to be fulfilled: 

(i) that the discrimination should increase the member's total imports 
above the maximum level which would be possible in the absence of the 
discrimination. The intensity of the import restrictions, which a member is 
permitted to impose under Article 26, is determined by the pressure upon 
its monetary reserves. This fixes the amount of imports which it can afford 
from countries with convertible currencies. The purpose of this condition 
is to ensure that a member will purchase as much as it can afford from these 
sources, and that it will not be permitted to discriminate unless this would 
enable it to secure additional imports from countries with inconvertible cur- 
rencies. It would thus be impossible for a member to decrease its total 
imports from countries with convertible currencies by discriminatory 
restrictions 

(ii) that the discrimination should either correspond to exchange restric 
tions permissible under the Articles of Agreement of the International 
Monetary Fund or should carry with it the approval of the Organization 
in agreement with the International Monetary Fund, which is the inter 
governmental organization which is competent in this field. The member 
would not be entitled to impose discriminatory import regulations, which 
did not have equivalent effect to exchange restrictions permitted to the 
member under the Articles of Agreement of the International Monetary 
Fund, or under the terms of a special exchange agreement between the mem- 
ber and the Organization.” If a member were not imposing exchange restric 





1 See sub-paragraph 4 (e) of this Section. 
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tiens, it would be able to impose discriminatory import restrictions in special 
circumstances only with the prior approval of the Organization in agreement 
with the Fund. 

(kh) In view of the advantages, which may be expected to accrue to the trade 
of all countries from the other provisions of the Charter, it is generally cor 
sidered appropriate that the discriminatory element in any trade restrictions 
applied under this provision (or exchange restrictions having equivalent effect) 
should, from the outset, be liable to be withdrawn or modified if the Organiza- 
tion, after consultation with the International Monetary Fund, finds that they 
were being applied inconsistently with the exceptions provided under this Article 
or in a manner which discriminated unnecessarily against the trade of another 
member. It should, however, always be possible for a member to seek the Or 
ganization’s prior approval for its action and in this case it would not be open 
to challenge to the extent to which such approval was given. Where the member 
is not imposing exchange restrictions, this prior approval svould be obligatory. 

(l) It was suggested that if there were an abrupt or serious decl.ne i 
effective demand by one or more members, the imposition of non-discriminatory 
import restrictions under Article 26 by other members might in some cases be 
more injurious to world trade than discriminatory restrictions, and that pro 
vision should be made in this Article for permitting such discriminations, if the 
Organization considered that this general situation existed and warranted 
their application After consideration it was agreed that the Organization 
would have adequate powers under the revised Article 35, taking into account 
Article 8 of Chapter III of the Charter (Employment Provisions), 
this contingency 

(m) A main objective of the Organization is to achieve the earliest possible 
elimination of all discriminations which restrict the expansion of world trade 
rhe difficulties which the Article is designed to meet may be hoped t 
very considerably, as an increasing number of members accept the obligations 
of Sections 2, 83 and 4 of Article VIII of the Articles of Agreement of the Inter 
national Monetary Fund. It is, therefore, generally agreed that the provisions 
of sub-paragraphs (1) (d) (iii) and (iv) of this Article should be reviewed 
when three-quarters of the members of the Organization have 


meet 


oO narrow 


made their 
currencies convertible, or in any event, not later than 31 December 1951 


,. Erchange Arrangements 


(a) The problem of foreign exchange arrangements in relation to the Organi 
zation is a question of great importance, since commercial obligations can be 
fundamentally affected by such matters as exchange control, exchange deprecia 
tion, multiple exchange rates, etc. The International Monetary Fund is the 
specialized agency, which has been created to deal with these matters, and it is 
desirable as far as possible to avoid overlapping functions between it and the 
Organization. Where trade matters and exchange matters inevitably overlap 
it is desirable that there should be the maximum consultation and cooperatio 
between the Fund and Organization. 

(b) The Preparatory Committee is of the opinion that members should under 
take not to seek by exchange action to frustrate the purposes of this Charter 
nor to seek by trade action to frustrate the purposes of the Articles of Agreement 
of the International Monetary Fund. 

(c) The problem would be much simplified if all the members of the Organi 
zation were also members of the International Monetary Fund No deci 
was reached on the question of requiring common membership, however, as some 
delegations felt it may well be necessary to allow freely for independent member 
ship of the Organization and of the Fund 

(d@) Consideration was, therefore, given to the question whether special pro 
vision should not be made for a country which wished to become a member of the 
Organization without becoming a member of the Fund It is generally reco 
nized that some such provision may prove to be necessary, but the Preparatory 
Committee considers that examination of this issue can usefully wait until the 
probable membership of the Organization and of the Fund become clearer 
Pending this further examination, Article 29 has been expressed in a way which 
implies that members of the Organization would in general be expected to be 
members of the Fund, but that means could be provided for non-members of the 
Fund to join the Organization. 

(e) It is thought that if the general principle were adopted that members of 
the Organization should also be members of the Fund, opportunity must neve1 
theless be left for a member of the Organization to exercise the right, which 
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it has under the Articles of Agreement of the International Monetary Fund, to 
withdraw at short notice from the Fund—a right which would be compromised 
if a member of the Organization were required to be a member of the Fund, and 
were not free to withdraw from the Organization at short notice. 

(f) It is generally considered appropriate that any member of the Organiza- 
tion, which is not also a member of the Fund, should not have full freedom in 
exchange matters, since by exchange arrangements it might frustrate its trade 
obligations. There is wide measure of agreement for the suggestion that such 
a member should enter into a special agreement with the Organization in ex- 
change matters, which would provide that the purposes common to the Organiza- 
tion and the Fund would not be frustrated as a result of action in exchange 
matters by the member in question. In such cases the Organization would 
accept the opinion of the Fund whether action by the member in question in 
exchange matters were permissible under the terms of the special exchange 
agreement and the member would undertake to provide the Organization with 
the information necessary for reaching such a decision. 


SECTION D. SUBSIDIES 


I. Subsidies on Primary Products 

(a) In general the intention of Article 25 of the United States Draft Charter 
is to give members, whose interests are prejudiced by subsidization, the right to 
a full international consideration of their case, to oblige subsidizing members 
to participate in such consideration and to provide for limiting subsidization 
so that its prejudicial effects may be reduced. 

(b) As concerns primary products, the Article recognizes that, when trade is 
distorted by the special difficulties referred to in Chapter VI of the United 
States Draft Charter. The procedures of that Chapter rather than those of 
this Article should apply. 

(c) In view of the fact that export subsidies are recognized as being more 
likely to distort trade than so-called “domestic” subsidies, the Article looks 
toward the early elimination of the former in most cases but merely to the 
limitation of the latter. Nevertheless it is emphasized that the Article envisages 
gradual rather than sudden modifications of subsidies in cases where such modi- 
fication calls for substantial economic and social adjustment in the territories 
of affected members. 

(d) The points considered by the Preparatory Committee in preparing a 
revision of the text of Article 25 of the United States Draft Charter are indicated 
below : 

(i) Wherever the Draft Charter has words such as “injury to the trade 
of a member”, it was thought advisable to say “prejudice to the interest of 
a member’. It was felt that this wording would in practice facilitate 
application. 

(ii) The word “limiting” in the last sentence of paragraph (1) of the 
revision is used in a broad sense to indicate maintaining the subsidization 
at as low a level as possible, and the gradual reduction in subsidization over 
a period of time where this is apprepriate. 

(iii) One delegate suggested that the Drafting Committee be requested to 
consider adding, after the words “imports of such product” in the first 
sentence of paragraph (1) of the revision, the words “or of closely competi- 
tive products”. Another delegate declared that he was not in a position 
to judge whether such a request should be made. 

(iv) It is suggested that the Drafting Committee consider whether it is 
necessary to retain the cross reference clauses beginning, “Except as pro- 
vided” at the beginning of the same paragraph. 

(v) The words added at the end of the second sentence of paragraph (2) 
of the revision are designed to make it clear that payments to producers 
from the proceeds of domestic taxes from which export products are ex- 
empted are looked upon as “domestic” rather than export subsidies. The 
added words, and the sentence to which they are attached, are essentially 
explanatory of part of the first sentence of paragraph (2). . 

(vi) The substitution of the phrase “a complete analysis of the prac- 
tices in question and the facts justifying them” for the words “an explana- 
tory statement”, in the fourth sentence of paragraph (2) of the revision 
is associated with a discussion of possible results of the determination men- 
tioned in the following sentence. It is felt that under certain circumstances 
some export subsidies might be justified as being consistent with the objec- 
tives of the Charter. 
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(vii) It was considered whether the words “the like product” in the 
first sentence of paragraph (2) could be construed in such a way as to per- 
mit escaping the provisions of this paragraph in cases when the exported 
product differs slightly from a product sold in the domestic market. It was 
decided, however, that this would be a case falling under the terms of Article 
35 and thus that the measure, whether or not in conflict with the terms of 
Chapter V of the Charter, would imply nullification or impairment of the 
Chapter. ‘The subsidizing member would, therefore, be obliged to give 
sympathetic consideration to the views of other interested members and, 
assuming good faith, the problem could probably be solved. The implications 
of qualifying words, such as “the like or similar product,’ might be con 
sidered by the Drafting Committee. 

(viii) Certain delegates felt that the period of three years prescribed in 
the third sentence of paragraph (2) of the revision for giving effect to the 
provisions of that paragraph was unduly long. It was agreed that tl 
question of shortening this period should be taken up at a later stage, after 
the countries had had the opportunity of considering the effect of such a 
shortening on their domestic legislation. 

(ix) One delegate made the following reservation in regard to paragraph 
(2): “The adoption or maintenance of subsidies or similar measures to 
promote the production or exportation of certain special commodities in 
a member country which has suffered from a chronic adverse balance of 
payments should be allowed until such a time as its equilibrium in the 
balance of payments will have been actually attained, when the question 
of such measures may be reconsidered through consultation by the coun- 
tries concerned.” This delegate also suggested that paragraph (3) of the 
revision should be amended so that “the share of any such special export 
in world trade, whether or not acquired as a result of the use of subsidies 


or similar measures, should not be subject to limitation by its share in 
world trade during any previous representative period, except when it is 
proved to be part of a burdensome world surplus.” Certain delegates, hew- 


ever, advised against these amendments because of the adverse effect which 
such subsidies would have upon the trade of other countries. 

(x) Paragraph (3) would render it possible for interested members, in 
consultation with the Organization, to operate a domestic stabiliziation 
scheme for a primary product if the stabilized domestic price at times ex- 
ceeds the export price and if, through effective production controls or other- 
wise, the scheme operated so as to act to prejudice the interest of members. 
Some delegates thought that this was implicit in paragraph (2) and that 
the explicit exemption under paragraph (2) might render it more difficult 
to apply paragraph (2) so as to cover other legitimate exceptions. Accord- 
ingly empty square brackets were added at the end of the new paragraph 
to indicate that suggestions may be forthcoming to cover other exceptional 
ases. 

(xi) One delegate raised the question of whether the comparison made 
in paragraph (3) should not be between the export price and the price 
paid to domestic producers, and requested that a later opportunity be given 
to consider this matter. 

(xii) Sub-paragraph (4) (a) of the revision indicates that the consultative 
procedure of Chapter VII with reference to primary products in the case of 
which special difficulties may arise, may be applied when subsidies on such 
products call for determination by consultation under the terms of paragraph 
(1) or (2). Inthis connection and in relation to the provisions of paragraph 
3 of the United States Draft Charter, it is suggested that the Drafting Com 
mittee consider Article 30 in connection with Chapter VII and with para 
graph (6) of Article 66, with a view to simplifying the texts in question. 
They are intended to provide firstly, a uniform type of consultative pro- 
cedure for dealing with primary commodities in the case of which special 
difficulties may arise either in the initial period of transition or thereafter, 
and secondly, an adequate consultative procedure for dealing with non- 
primary products according to the general intentions of Article 30 expressed 
in the opening sentence of this Section. 

(xiii) One delegate announced that he would reserve his position regarding 
the provisions of sub-paragraphs (4) (0) and (c) of the revision. 

(xiv) One delegate expressed the opinion that the Drafting Committee 
should consider the provisions in Article 11 of the United States Draft 
Charter in connection with Article 30. He felt specially that Article 11 
should, in the same way as sub-paragraph (2) (a) of Article 245 does for 
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quotas, provide for the legitimation of subsidies, if these were accepted after 
consultation by interested members. 


2. Subsidies on Manufactured Goods 


(a) The question of subsidies on manufactured goods was studied in the light 
of a document submitted by a delegate when a proposal that the existing pro- 
visions of the United States Draft Charter be altered so as to provide leeway for 
the use of measures to assist developing industries under certain circumstances 
was being discussed. 

(b) It is pointed out in this document that Article 25 of the United States 
Draft charter “would permit, without serious qualification, the use of govern- 
mental subsidies for the purpose of establishing and expanding a manufacturing 
industry.” The following requirements laid down in Article 25 in respect of 
such subsidies, it is stated, are moderate and few: 

(i) If the subsidy does not reduce imports, no requirements are made. 

(ii) If the subsidy does reduce imports, the only requirement (subject to 
what is said below) is that it is to be reported to the International Trade 
Organization together with an indication concerning the probable effect 
of the subsidy and the reason why it is necessary. 

(iii) Even if the subsidy should cause serious injury to international 
trade, the only requirement is that the members granting it discuss with 
members, whose interest is seriously prejudiced, the possibility of limiting 
the subsidy. 

In view of these facts no change in the text of the Article on Subsidies on 
Manufactured Goods as it appears in the United States Draft Charter was 
considered necessary. 

(c) One delegate drew attention to the fact that only the richer countries 
were able adequately to support their industries by means of subsidies. 


SECTION E, STATE TRADING 


1. Non-diseriminatory Administration of State-Trading Enterprises. 

(a) The provisions of Article 26 of the United States Draft Charter are, on 
the whole, acceptable to the Preparatory Committee, subject to the following 
modifications: 

(i) It was considered that this Article, in conformity with certain others 
in that Charter, should be modified so as to refer to goods only. Hence the 
words “or services’? were deleted in the first paragraph. 

(ii) In paragraph (1) of Article 31 the words “distribute or produce” 
in the first sentence have been placed in square brackets because certain 
delegates considered that it should be possible for a member government to 
confer exclusive or special privileges upon certain types of enterprise (e. g., 
for carrying on certain types of manufacture), without at the same time 
exercising effective control over the trading operations of such enterprises. 
In order to make their point of view clear these delegates wished to add 
in square brackets the words “and exercises effective control over the 
trading operations of such enterprise,”’. Other delegates, however, con- 
sidered that in such circumstances it would be proper that the government 
conferring the exclusive or special privileges should assume the responsi- 
bility of exercising effective control over operations affecting the external 
trade of such enterprise. 

(iii) The illustrative examples of “commercial considerations” by which 
the state-trading enterprises of a member should be guided in fulfilling their 
obligation of non-discriminatory administration, were supplemented to 
include “differential customs treatment”. 

(iv) Attention was paid to the nature of the “specific and detailed infor 
mation” which the member maintaining a state enterprise was required 
to provide by the terms of the Charter in order to make possible a deter- 
mination whether the trading operations of the enterprise fulfilled the 
requirements of paragraph (1). It was argued that such an enterprise 
should not be called upon to provide more information than a private enter- 
prise trading under the same or similar conditions. Accordingly, the last 
sentence of paragraph (1) was amended so as to fall in line with the pro- 
visions of Article 35 of the Charter. 

(v) Since paragraph 1 of Article 8 of the United States Draft Charter 
had been amended by deletion of the provision relating to governmental 
contracts, it was felt necessary to insert a new paragraph in Article 31 deal- 
ing with the subject. A distinction was made as between governmental 
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purchases for resale, which are covered by this paragraph, and purchases 
for governmental use and not tor resale rhe discussion on this latter point 
was prompted by the consideration that in some countries purchases of 
industrial and other equipment of various types from abroad might well 
be effected through the medium of state enterprise and that, while it might 


be difficult in certain circumstances to observe the rule of “commercial con- 
siderations” for such purchases, it was at least necessary to provide that the 
rule of “fair and equitable treatment’ should apply but that in applying 
it full regard should be given to all relevant circumstances. The question 
was raised whether purchases on the basis of the so-called “tied loans” would 
be considered to conform with this rule. The view was generally held that 
a country receiving a loan would be free to take this loan into account as a 
“commercial consideration” when purchasing its requirements abroad. The 
position of countries making such “tied loans’ was another question 

(vi) Two changes were made in the definition of a state enterprise in the 
last paragraph of this Article For greater clarity, the words “directly or 
indirectly” were deleted and the words “effective control” were substituted 
for the term “a substantial measure of control”. 

(vii) It was agreed that when marketing boards buy or sell they would 
come under the provisions relating to state-trading; where they lay down 
regulations governing private trade, their activities would be covered by the 
relevant Articles of the Charter it was understood that the term “imarket- 
ing boards” is confined to boards established by express governmental action. 


4 Hapansion of Trade by Ntate VWonopol es of Ind dual Products 


(a) The principle underlying Article 27 of the United States Draft Charter, 
being the counterpart of paragraph 1 of Article 18 of that Charter, is generally 
acceptable to the Preparatory Committee. The principal changes, which are 
recommended and which are listed below, serve mainly two purposes—tirstly, 
to provide a more accurate basis for the determination of the “negotiable 
juargins”’, and secondly, to take into account the special nature of fiscal 
monopolies. 

(0) The references to Article 33 of the Charter in the first sentence was 
provisionally removed. 

(c) The term “landed cost, before payment of any duty, of such products 
purchased by the monopoly from suppliers in member states” was substituted for 
the words “the price at which such product is offered for sale to the monopoly 
by foreign suppliers,” since it is considered that a mere offer does not provide a 
firm basis for the calculation of the margin. A similar change was made in respect 
of exports. Moreover, since in certain countries imports by state monopolies are 
subject to customs duty, it was considered appropriate to choose a definition 
which, while taking into account all costs up to the moment of entry, excluded 
duties and other charges (e. g. internal taxes, transportation and distribution). 
The Preparatory Committee agreed, however, that it would be open to countries 
to negotiate, if they wished, a margin representing the difference between the total 
cost of a product (i. e. including internal taxes, costs of distribution and trans- 
portation etc. and, where appropriate, profit) and the monopoly’s first-hand 
selling price in the home market. 

(d) It is considered that, when calculating the margin under (b) of Article 27 
of the United States Draft Charter, allowance should be made for a margin of 
profit. That margin, however, should not be so excessive as to restrict the volume 
of trade in the product concerned. Accordingly the words “a reasonable margin 
of profit” were added. 

(ec) It was considered appropriate that, in applying the margin determined by 
negotiation, landed costs and selling prices might be averaged over a recent period 
of years, and a sentence to that effect was added. 

(f) The reference to Section C (Quantitative Restrictions) was deleted and 
the words “subject to the other provisions of this Charter” substituted. A further 
modification was made so as to permit of account being taken, in the case of 
imports, of rationing of the product to consumers, and in the case of exports, 
of the quantities available for export. 

(g) Attention was paid to the special position of monopolies operated for 
revenue purposes. It was contended that their profits (and consequently the 
margins between their “landed costs” and selling prices), had to be regarded as a 
form of internal taxation. A new paragraph was added to cover the case of such 
monopolies. 

(h) One delegate wished to reserve his position generally upon this Article. 
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8. Pxrpansion of Trade by Complete State Monopolies of Import Trade. 


Although the substance of Article 28 of the United States Draft Charter was 
not discussed, the Preparatory Committee has decided that it should remain 
provisionally as it appears. 


SECTION F. kKELATIONS WITH NON-MEMBERS 







The Preparatory Committee considered Article 31 of the United States Draft 
Charter which is concerned with this subject but decided to leave the questica 
for consideration at a later stage. 


CHAPTER IV—RESTRICTIVE BUSINESS PRACTICES 
























































SECTION A. POLICY 





TOWARD RESTRICTIVE BUSINESS PRACTICES 


1. The Preparatory Committee has not attempted to define precisely what is 
meant by restrictive business practices but has taken the phrase to mean 
broadly those practices in international trade which restrain competition, limit 
access to markets, or foster monopolistic control and thus substitute the decisions 
of single enterprises or groups of enterprises acting in concert and exercising 
monopolistic power for the forces of the market in the determination of price 
levels, volume of production and distribution of products. It was found con- 
venient to refer to the list of such practices in paragraph 2 of Article 34 of the 
United States Draft Charter, which, though not exhaustive, includes the most 
common types of such practices. 

2. In preliminary exchanges of views it was found on the one hand that some 
delegates regarded these practices as invariable and automatie barriers to a free 
and expanding system of international trade and in conflict with the obligations 
which it was proposed members of the Organization would assume under other 
chapters of the Charter. On the other hand some delegates perceived consider- 
able advantages in their wise use, particularly in introducing stability in indus- 
tries requiring large investment and depending mainly on external markets. It 
was also urged that restrictive agreements were frequently accompanied by 
exchanges of technical information which facilitated establishment of new 
industries in the less industrialized countries. 

3. It was found, however, that, despite this wide divergence of view on the 
significance of these practices, there was a unanimous helief that they were 
capable of having harmful effects on the expansion of production and trade and 
the maintenance in all countries of high levels of real income and on the other 
purposes of the Organization, whether, as some felt, by their very nature, or as 
others maintained, only in their wrongful use. Accordingly it was agreed that 
all members of the Organization should undertake to take all possible steps within 
their jurisdiction to prevent restrictive practices having harmful effects on the 
purposes of the Organization. 

4. It was clear to all delegates of the Preparatory Committee, that govern- 
ments would be unlikely to agree in their judgment of the effects of particular 
practices and that an undertaking of the kind just referred to would leave open 
the possibility of one member allowing or approving a monopolistic arrange- 
ment or practice, which would be felt by another member to injure the purposes 
of the Organization. Accordingly it was agreed that the Organization should he 
empowered to receive complaints and to investigate them. It was felt that this 
was the most important function which the Organization could discharge in this 
field. 

5. It was agreed that the procedure of complaint and investigation should 
apply equally whether the practices were pursued by private or by public (i. e. 
government-owned or controlled) enterprises or by a mixture of the two, so far as 
agreements are concerned, but the procedure should apply to the practices of single 
monopolistic enterprises only when these are privately owned. The problem of 
the public enterprise acting independently should, it is thought, be dealt with 
under the provisions governing state-trading. Care will have to be taken in any 
event that ultimately the provisions regarding restrictive business practices and 
regarding state-trading are in harmony. 


SECTION B. PROCEDURE WITH RESPECT TO COMPLAINTS AND CONFERENCES 





1. The Preparatory Committee considers that complaints should he received 
and examined by the Organization whether they come from members or from 
affected persons, organizations or business enterprises, provided in the latter 
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cases that the responsible government approves the consideration of the complaint 
by the Organization. The steps, which the Organization should take, should be on 
the following lines: 

(a) At the request of a member it should, at its discretion, be free to 
arrange conferences between members to consider a specific practice which 
the member feels has or is about to have a harmful effect on the purpose 
of the Organization. 

(b) It should consider written complaints, obtain minimum information 
both from the complainant and from other members concerned and then 
determine whether a further investigation is necessary. 

(c) If it is satisfied that there is a prima facie case for further consid- 
eration, then it should obtain information from all members which wish to 
submit such information, and it should afford opportunity for any member 
and for the commercial enterprises alleged to have been engaged in the 
practice to be heard by it if they so wish. 

(d) The Organization should then determine whether the practice com- 
plained of has the harmful effect feared and, if so, it should report to all 
members its findings, requesting them to take action to prevent the con- 
tinuance or recurrence of the practice and at its discretion recommend 
specific remedial measures. [Each member would, of course, take action in 
accordance with its own laws and procedures. 

(e) The Organization should then prepare a report on the case. 


SECTION C. STUDIES RELATING TO RESTRICTIVE BUSINESS PRACTICES 


1. It was felt that it was necesary that the Organization should give further 
study to the subject, as it was clear that it was one of extreme difficulty on 
which there was no unanimity of opinion among the various countries. If is 
considered, therefore, that the Organization should study types of restrictive 
practices, and conventions, laws and procedures relevant to these practices. It 
should obtain information from members to assist it in its studies, and it 
should be at liberty to make recommendations concerning conventions, laws and 
procedures so far as these are relevant to the obligations which members will 
undertake. 

2. The Organization should also be empowered to arrange conferences at the 
request of members for general consultation on the problem. 


SECTION D. OBLIGATIONS OF MEMBERS 


The Preparatory Committee agreed that members should take all possible 
steps to prevent commercial enterprises within their jurisdiction from engaging 
in practices having harmful effects on the purposes of the Organization. Met- 
bers should also conduct investigations in order to be able to furnish information 
requested by the Organization in connection with complaints, though they should 
be free to withhold confidential information affecting national security or pro- 
duction techniques. It was felt, however, that in the obligation requiring mem- 
bers to furnish this information, there should be some provision whereby the 
legitimate business interests of particular enterprises should be safeguarded 
as far as feasible from possible injury, which might arise if detailed information 
were to fall into the hands of their competitors or other private persons. In 
considering the initiation of action appropriate to their system of law and 
economic organization members should also take the fullest account of any 
recommendations made by the Organization following on its investigation of a 
particular complaint. They should report to the Organization what actions 
have been taken. 


SECTION E, SUPPLEMENTARY ENFORCEMENT ARRANGEMENTS 


The Preparatory Committee recognizes that members may co-operate with 
-ach other in assisting the enforcement of any provision made by other membors 
in furtherance of the general objectives. There should be no specific obligation 
on members to take such action, but it should be made clear that they are free 
to adopt this course if they wish, provided that they notify the Organization. 


SECTION F. CONTINUED EFFECTIVENESS OF DOMESTIC MEASURES AGAINST RESTRICTIVE 
BUSINESS PRACTICES 


(It was recognized that the responsibilities of the Organization in this field 
should not affect the national laws under which some countries have made gen- 
eral provision for the prevention of monopoly or restraint of trade. 
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SECTION G. EXCEPTIONS TO PROVISIONS OF THIS CHAPTER 


The Preparatory Committee considers that the procedure previously described 
should not apply to inter-governmental commodity agreements made under the 
arrangements specified in Chapter VII of the Charter or international agree- 
ments of the kind described in Article 59 of the Charter, though the Organiza- 
tion should, at its discretion, be 


empowered to make recommendations to mem- 
bers and to appropriate 


international organizations concerning any features of 
such agreements which may have harmful effects on the purpose of the 
Organization 


SECTION H. GENERAL OBSERVATIONS 


1. Three delegates suggested that the provisions of Chapter VI (Restrictive 
Business Practices) should be extended to cover services. One delegate stated 
that the Chapter would have no meaning, if the question of restrictive business 
practices relating to services such as shipping, insurance and banking were ex- 
Cc uded 

2. Two delegates suggested that consideration should be given to the possi- 
bility of establishing some form of procedure for the registration with the Inter- 
national Trade Organization of international combinations, agreements or other 
arrangements as defined in sub-paragraph (2) (a) of Article 39. One delegate 
felt, moreover, that some degree of publicity should be given to the results of such 
a procedure, 


CHAPTER V—INTER-GOVERNMENTAL ComMMopiry ARRANGEMENTS 


I 
SECTION A. GENERAL CONSIDERATIONS 


1. The Preparatory Committee recognizes that the conditions of production 
and consumption of certain primary commodities are such that international 
trade in these commodities is subject to special difficulties not generally as- 
sociated with manufactured goods. These difficulties arise from inelasticities of 
supply and demand, often involving the accumulation of surpluses, which cause 
serious hardship particularly to small producers. Experience has shown that 
such difficulties have been greatly accentuated by booms and slumps. To the 
extent, therefore, that a policy of high and stable employment is successful on an 
international scale, the fluctuations in primary production and consumption are 
likely to be reduced, and the special difficulties of primary commodities corre- 
spondingly eased. On the other hand the achievement of greater stability in the 
real income of primary producers will in its turn assist in the general mainte- 
nance of high and stable levels of employment. Nevertheless, in the case of par- 
ticular commodities, the root causes of difficulties will remain, and it is necessary, 
in the interests of producers and consumers alike, to provide methods for deal- 
ing with them in a manner consistent with the maintenance of a high level of 
world trade. 

2. It was agreed that, in the absence of provisions for broad international ac- 
tion, countries might be driven, as in the past, to resort to action restrictive of 
world trade and production. The Preparatory Committee therefore recognizes 
the need, in certain circumstances, for inter-governmental commodity arrange- 
ments and for agreement on the general principles to govern their use. It is 
considered unwise to deal with the great variety of special difficulties peculiar 
to individual commodities and with particular methods appropriate to each and, 
therefore, the Preparatory Committee’s approach to the problem was rather 
one of developing broad general principles to cover as many types of circum- 
stances as possible. 

3. In connection with the scope of the provisions regarding special commodity 
problems that should be included in the Charter of the International Trade 
Organization, it was agreed that, subject to certain limited exceptions, they 
should apply solely to primary commodities. A primary commodity is taken 
to be any mineral or agricultural product, including foodstuffs and forestry 
products. It is suggested that the Drafting Committee might examine tlie use 
of the terms, “primary”, “agricultural”, “mineral”, “commodity” and “product” 
throughout the Charter in order to ensure uniformity and consistency in their 
application. One delegate made a reservation that the term “agricultural prod- 
ucts” in this context should not include fish or fisheries products. 

4. It was considered that a statement covering inter-governmental commodity 
arrangements should include the objectives of such arrangements, the procedure 
for initiating and establishing them, and the broad principles which should 
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apply to them. This statement should also cover the special circumstances in 
vhich agreements might be used for regulating production, trade or prices and 
the special principles that should apply to the operation and administration of 
such regulatory agreements, 

5. There was general agreement that the objective of inter-governmental com- 
modity arrangements should be to alleviate the difficulties which arise, when 
adjustments in production or consumption cannot be effected as rapidly as the 
circumstances require, by the free play of market forces alone. Such arrange- 
ments may aim to facilitate economic adjustments designed to promote the ex- 
pansion of consumption or a shift of resources and manpower out of over- 
expanded industries into new and productive occupations They may also 
aim to moderate pronounced fluctuations in prices, to provide for increased pro- 
duction to meet serious shortages and to maintain and develop the natural re- 
sources of the world and protect them from unnecessary exhaustion. 

6. With regard to this last objective, the attention of the Drafting Committee 
is called to the fact that the wording may require further examination. It is 
not intended, for instance, that the arrangements envisaged by Chapter VII 
should apply to international fisheries conventions. 


SECTION B, INTER-GOVERN MENTAL COMMODITY ARRANGEMENTS IN GENERAL 


1. The Preparatory Committee considers that inter-governmental commodity 
arrangements siiould not be made until there has been full study and discussion 


of the problems relating to the commodity in question. It was, therefore, agreed 
that, where a commodity is experiencing, or is expected to experience, special 
difficulties, a study group may be formed to examine the problem. If the study 
zroup concludes that an inter-governmental commodity arrangement would be 
desirable, it should be followed by a Commodity Conference to discuss the 


appropriate measures to meet the special difficulties. Where it is agreed that 
adequate information is already available about a commodity, a Conference 
may be convened by the Organization without the prior formation of a study 
group. 

2. The general procedure envisaged by the Preparatory Committee is that the 
first step in the development of a commodity arrangement would be the calling 
of a study group, the second, the convening of an International Comniodity 
Conference, and finally the formation of a governing body to administer the 
arrangement agreed upon. The study group from the outset should consist of 
countries substantially interested in the production, consumption or trade of the 
commodity concerned. After this stage there would be increasing participation 
by interested countries. Finally, when the commodity arrangement has been 
agreed upon, it should be open initially to participation by any member. It 
should also be open to such non-members as may be invited by the Organization, 
since, if the arrangement is to be both comprehensive and effective, it must, of 
necessity, include substantially interested non-member countries. Attention was 
drawn to paragraph 2 of Article 31° of the United States Draft Charter, which 
appears to be inconsistent with the participation of non-member countries in the 
benefits of commodity arrangements. It is recommended that the Drafting 
Committee should specify arrangements under Chapter VI as an exception to the 
operation of paragraph 2 of Article 31. 

3. The question of the relationships between the Organization and specialized 
agencies interested in particular commodities was discussed. The Preparatory 
Committee agreed that the competent specialized agencies, such as the Fuod 
and Agriculture Organization, should be entitled to submit commodity studies 
to the Organization or ask that a study of a primary commodity be made. 
They may also be requested by the Organization to attend or take part in the 
work of a study group or a Commodity Conference. It was further agreed that 
when a commodity arrangement is eventually agreed upon, any competent 
specialized agency may be invited by the Organization to nominate a non-voting 
member to the governing body. 

4. There was agreement on certain general principles which should apply to all 
inter-governmental commodity arrangements in order that they may conform 
with the purposes of the Organization. In particular the Preparatory Coim- 
mittee considers that there should be adequate representation of importing and 
consuming countries, as well as of exporting and producing countries. It was 
agreed, however, to ask the Drafting Committee to give further consideration to 





12 See Article 36 of the Charter. 
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the text of this provision in the light of the Preparatory Committee’s desire to 
give appropriate voice to: 
(a) countries substantially interested in the production and consumption 
of a commodity but not in its import or export ; and 
(b) countries which are both large exporters and importers of the 
commodity. 

5. In regard to voting on substantive matters almost unanimous agreement 
was reached. The Preparatory Committee is of the opinion that without preju- 
dice to the right of the countries referred to in the preceding sentence to an 
appropriate voice, the voice of importers and exporters should be equal. It is 
felt that this was the only way in which the interests of both importers and 
exporters could be adequately protected. One delegation was strongly of the 
opinion, however, that equality of voice between importers and exporters should 
not be required, but that importers should have ‘a number of votes equitably 
proportionate to the number of votes of the exporting countries, in order that the 
interests of exporters and importers shall be duly protected.” 

6. The Preparatory Committee stresses that commodity arrangements should 
provide, where practicable, for measures designed to expand world consumption. 
This is particularly desirable when the need for a commodity arrangement arises 
from the existence of a burdensome surplus, or where increased consumption 
would result in an improvement in general well-being, as, for example, in higher 
standards of nutrition. 

7. It was agreed that all inter-governmental commodity arrangements, pro- 
posed or concluded, should be given full publicity, so that all interested parties 
may he fully informed of the measures taken and of the progress achieved in 
the correction of the underlying difficulties 


SECTION C INTER-GOVERNMENTAL COMMODITY ARRANGEMENTS INVOLVING THE 
REGULATION OF PRODUCTION, EXPORT, IMPORT OR PRICES 


1. A distinction is drawn hetween those inter-governmental commodity arrange- 
ments, which involve the regulation of export, import, production or prices, and 
those which do not. The former are referred to as regulatory agreements. It 
was felt that regulatory agreements should be used only in certain defined cir- 
cumstances arising out of difficulties which would not be corrected by normal 
market forces alone, when a burdensome surplus exists or is expected to develop, 
eausing hardship to producers, many of whom are small producers, or where 
special difficulties have given rise, or are expected to give rise, to widespread 
unemployment. In this connection it is desired that “unemployment” be taken in 
a wide sense to include “under-employment”. It was agreed that in exceptional 
circumstances regulatory agreements might also be applied to manufactured 
goods. The Preparatory Committee intends that one effect of this provision 
should be to permit the inclusion of appropriate synthetic products within the 
scope of particular commodity agreements. 

2. The Preparatory Committee discussed whether regulatory agreements might 
be used to deal with shortages. It was generally agreed that such agreements, 
which were made in those cases in which a burdensome surplus was “expected 
to develon”, could appropriately take into account shortage difficulties. The 
history of some commodities shows that there may be recurring periods of bur- 
densome surplus and shortage which need to be considered. Some delegates would 
have preferred to mention this specifically in the circumstances governing the use 
of regulatory agreements, but it was generally felt that this was unnecessary. 
It was furthermore agreed that arrangements relating exclusively to the distri- 
bution of commodities in short supply should be exempted from the provisions 
governing commodity arrangements, and, therefore, could he concluded outside 
their framework. In this connection, the attention of the Drafting Committee is 
drawn to the discussion of the Preparatory Committee on this subject.” 

3. Agreement was reached that in addition to the general principles applicable 
to all inter-governmental commodity arrangements. regulatory agreements should 
be subject to certain additional principles. The Preparatory Committee wishes 
to ensure that restrictive measures in reculatory agreements should he used only 
when essential to prevent or remedy serious dislocation or hardship, that they 
should not lead to unreasonable prices and that thev shonld not afford permanent 
shelter to the less effective and economic sources of supply. The additional prin- 
ciples for regulatory agreements concern such matters as procedure, relations 





13 See Verbatim Record of the Eighth Meeting of Committee IV. 
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between countries participating in agreements and countries not participating, the 
assurance of adequate supplies to meet world demand at reasonable prices and 
the provision of increasing opportunities to meet world needs from the most 
effective and economic sources of supply. In relation to the phrase “reasonable 
prices” it was felt that this term should not be rigidly defined for all agreements, 
as the individual Commodity Councils would wish to decide this matter according 
to the conditions relating to the particular commodity. Certain delegates asked 
or further clarification of the term, and it is suggested that the Drafting Cotn- 
\ittee Should consider this matter. One delegate suggested that the question of 
he attainment of a “reasonable” or “just” price should be included among the 


¢ 
{ 
l 
gate 


objectives of inter-governmental commodity arrangements. Another de 
thought that, in determining the “most effective and economic sources of supply,” 
due consideration should be given “to the historical position of the supply areas 
which are members of the Organization.” 

t. The Preparatory Committee considers that ¢ 
hould provide for a governing body (Commodity Counc 
should be entitled to be represented thereon and to vote 


Ih 


very regulatory agreement 
1) and each participating 
country Subject to the 
principles referred to in paragraph 4 of Section B, voting power may be dis- 
tributed among countries according to the nature and extent of their individual 
interests. It was understood that regulatory agreements might pro- 
ide for qualified majorities on specific matters. Each Commodity Council 
should work within the framework of the International Trade Organization, 
which may appoint non-voting members of the Council and, if so requested, a 
non-voting chairman. The rules and regulations of the Councils should be 


bject to the approval of the Organization. 


if desired 





h. The Preparatory Committee agreed that regulators eements should be 
subject to periodic review They should be effective for not more than five 
years subject to renewal. Where the operation of an agreement has failed to 
conform to the agreed principles, it should be revised accordingly. If this is 


not possible, it should be terminated. 

6. It was agreed that there should be provision fer the settlement of disputes, 
and it was thought desirable that this should be uniform through the Charter. 
Fhe Preparatory Committee, therefore, is of the opinion that disputes arising out 
of inter-governmental commodity agreements and not settled in the Commodity 
Council should be subject to Article S86 of the Charter. 


SECTION D. MISCELLANEOUS PROVISIONS 

1. In order to bring existing arrangements as far as possible into line with the 
general provisions, the Preparatory Committee agreed that members should 
inform the Organization about their participati n commodity arrangements 
existing at the time their obligations under the Charter come into force, and that 
they should accept the decision of the Organization on whether their continued 
participation is consistent with those obligations. A similar principle should ap- 
ply to commodity arrangements which are in process of negotiation at the time 
cbligations under the Charter come into for One delegate proposed that any 
member should be free to withdraw from the Organization if it considers it 
impossible to be guided by the decision adopted by the Organization in these mat- 
ters and if, on appeal, the Organization does not modify the decision in question. 
2. The Preparatory Committee considers that all members of the Organization, 








whether party to a particular agreement or not, should undertake to give the 
most favourable possible consideration to any recommendation by a Commodity 
Council for expanding the consumption of the primary commodity concerned. 

3. Agreement was reached on certain categories of inter-governmental com- 
modity arrangements which would not be subject to the provisions agreed for 
general application. In particular this applies to inter-governmental commodity 
arrangements previously mentioned which relate solely to the equitable dis- 
tribution of commodities in short supply. This would not, of course, preclude 
other inter-governmental arrangements from dealing with shortages as part of 
their operations. 

4. The Preparatory Committee discussed the general question of escape 
clauses. It is thought that, where there is unreasonable delay in the proceedings 
of a study group or Commodity Conference, members may proceed by direct 
negotiations to the conclusion of an agreement, provided that it otherwise con- 
forms to the agreed provisions. One delegate wished to go further and felt that 
there should be specific permission for vitally interested members ‘to proceed, 
where the Commodity Conference fails to make a recommendation in favour 
of an agreement. 
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5. The Preparatory Committee also discussed the way in which the various 
functions outlined in the previous paragraphs should be allocated to the various 
organs of the International Trade Organization, and agreed on suggestions for 
the consideration of the Drafting Committee, which is requested to prepare 
the appropriate text 

6. Appearing hereunder are certain suggestions for the assignment of func- 
tions and organizational relationships as regards inter-governmental commodity 








arrangements, which have been prepared by the Preparatory Committee. 


Reference Chapter VIT. Function Suggested Authority within 


















Article 48, Paragraph (2 Invitation to certain members and | Executive Board on the recommend- 
I members to appoint repre- ition of the Commodity Commis- 
tat t tudy group on; the latter vctual 
1diministrative for 
the study grouy 

Article 48, Paragraph (3 Che study group makes recommen Recommendations received by Com- 
lati tot ( Or T Z if T ; to m “ul t Comn yy iT 1 trans- 
how best to deal with difficulties mitted to members of the Organiza- 

tion through Executive Board. 





mmodity 








Article 49, Paragraph (2 Invitation to non-members to par- litto 
‘ommodity 





Confer- 






















le ! ur iph (1 ceipt of studies, or of request for 
studies, from specialized cies 
Article 50, Paragraph (2 Requests to specialized agencies to | Executive Board on the recommen- 
take part in the work of the lation of the Commodity Com- 





Commodity Conference 

























































Article 51, Paragraph (1 Determination of whether terms are Board on the recommen- 
‘‘no less favourabl roval of the Commodity Com- 
cf terms of subsequent ipa 
tion 

Article 51, Paragraph (2 Invitation to non-members to par- ditto ditto 
ticipate in arrangements 

Article 52, Paragraph (3 Decision whether exceptional cir Executive Board advised by the 
cumstances exist which would Commodity Cor ion, subject 
justify a regulatory agreement for to procedures established by the 
a non-primary commodity Conference 

Article 54, Paragraph (3 Appointment of non-voting mem- | Executive Board on the recommen- 
bers to Commodity Council dation of the Commodity Com- 

mission 

Article 54, Paragraph (4 Nomination of non-voting Chair- | Commodity Commission (Ref. para- 
man at request of Commodity graph 8 of Article 66, of U. S. Draft 
Council Charter 

Article 54, Paragraph (5 Consultation regarding Secretariat ditto ditto 

Article 54, Paragraph (6 Approval of rules of procedure Commodity Commission (Ref. para- 

rraph 7 of Article 66, of U. S. Draft 
Charter 

Article 54, Paragraph (7).. Receipt of reports from Commodity | Commodity Commission (Ref. para- 
Council, and requests to Jatter for graph 9 of Article 66, of U. S. Draft 
special reports Charter 

Article 55 eames, Preparation and publication of a| Preparation by the Commodity 
review of operation of an agree- Commission; publication by au- 
ment thority of the Executive Board. 

Disposal of archives, ete., on termi- | Documents in charge of Director- 
nation of an agreement General 

Article 57, Paragraph (1 Receipt of information regarding | Executive Board (subject to approval 
existing commodity arrangements; of the Conference upon recom- 
review and decision regarding mendation of the Commodity 
continued participation Commission 

Article 57, Paragraph (2 Similar function in connection with | Executive Board (subject to approval 
negotiations of the Conference upon recom 






mendation of the Commodity 
Commission 














1 With reference to paragraphs (1) and (2) of Article 52 it would appear that the determination whether 
the circumstances in fact exist in which a regulatory agreement may be used will be made “by consultation 
among the members having an important interest in the trade in the product concerned” See paragraph 
(6) of Article 66 of the Charter, read together with paragraph (3) of Article 66 and sub-paragraph 2 (0) of 
Article 45 of the United States Draft Cha 











rver. 










General n 





itters not 


specifically referred to in the Charter which involve the Organization will normally 















CHAPTER VI—ESTABLISHMENT OF AN INTERNATIONAL TRADE ORGANIZATION 














SE 





TION A, GENERAL OBSERVATIONS 





It will be appreciated that this part of the work of the Preparatory Committee 
depended very largely on the outcome of other work which was being done 
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simultaneously. For this reason it was impossible to carry many matters con- 
cerning administration and organization to an advanced stage of discussion. 


SECTION B. PURPOSES OF THE ORGANIZATION 


The Preparatory Committee considers that any discussion on this subject 


should be postponed until the structure of the Organization can be seen as a whole 
SECTION C, MEMBERSHIP AND FUNCTIONS 


1. The provisions of the United States Draft Charter relating to membership 
of the Organization were generally approved. It was agreed that the original 
members of the Organization should be those countries represented at the United 
Nations Conference on Trade and Employment which accept the Charter by a 
given date or, in the event of the Charter not being brought into force by that 
date, the countries which agree to bring the Charter into force among them- 
selves. With reference to the admission of new members, however, the Prepara- 
tory Committee considers that the authority of the Conference to act in this 
matter on its own initiative should be made clear and that while such admission 
might be sponsored by the Executive Board, the prior recommendation of the 
Board should not, as in the case of the Security Council of the United Nations, 
by a pre-requisite to approval by the Conference. 

2. In considering the functions of the Organization the point was made that it 
might prove necessary to amplify or expand the provisions of the relevant Article 
ot the United States Draft Charter to correspond with possible new chapters 
of the Charter dealing respectively with employment policy and industrial 
development. One delegate considered that the implications of the provision 
concerning technical advice and assistance to members and to other international 
organizations were not sulticiently clear and entered a reservation that, at the 
appropriate time, the responsibilities to be undertaken by the International Trade 
Organization in this respect would need to be more precisely determined. It 
would have to be decided, for example, whether the intention was that the 
International Trade Organization should employ a large staff of technical experts 
or whether it should act merely as a clearing house to which governments could 
turn for assistance and advice. 

3. There was general agreement to a proposal that the International Trade 
Organization should not only endeavour to bring about international agreements 
on matters within its competence, but should actively promote their acceptance 
by members. 

4. It was explained that the term “arts” in the Charter was intended to be 
interpreted broadly and to include copyright for designs of many kinds. Bi- 
lateral agreements under this provision would certainly not be barred but for 
the most part the widest possible application was desirable. It was emphasized 
that the provision concerning co-operation with the United Nations in the restora- 
tion and maintenance of international peace and security was specifically in- 
tended to ensure that the Organization would possess all the constitutional 
uuthority necessary to enable it to assist the Security Council, if called upon 
to do so. Emphasis was given also to the desirability of co-operating closely 
with the United Nations and other specialized agencies in achieving an economy 
of effort in the carrying out of the functions of the Organization. 


SECTION D. THE CONFERENCE 


1. The provisions of the United States Draft Charter relating to membership 
of the Conference, sessions, procedure and officers were approved without change. 
Consideration was given to the question whether the President of the Conference 
should be elected annually or for each session, the majority opinion favouring 
the former arrangement on the grounds that procedural delays would thereby 
be avoided in the event of special sessions being convened. The Preparatory 
Committee recommends that when the rules of procedure of the Conference are 
being drafted, consideration should be given to the possibility of including some 
appropriate provision which would enable a special session to be called at the 
request of less than a majority of the members. Such a provision might apply, 
for example, in connection with appeals against decisions of the Executive Board. 

2. In discussing the powers of the Conference to suspend, in exceptional cir- 
cumstances, obligations undertaken by members under the general commercial 
policy provisions of the Charter, it was suggested that this power might be 
extended to cover ail obligations under the Charter. It was stressed that the 
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waiving of such obligations was intended to apply only in cases of an exceptional 
nature, involving hardship to a particular member, which were not covered 
by specific escape clauses. It was finally agreed that all the obligations under- 
taken by members, pursuant to the Charter, should come within the purview of 
this general provision. 

3. As regards the apportionment of expenses some delegates urged the adop- 
tion of the same relative scale of contributions as used in the case of the United 
Nations, on the grounds that the difficulties attendant upon the working out 
of a new scale would thus be avoided. However, as the decision on the United 
Nations scale of contributions has not yet been made known and the question 
of voting in the Organization and of membership of the Executive Board has 
then still to be decided, the Preparatory Committee considers it impossible to 
do more at this stage than recommend that, in the absence of any other agreed 
arrangement, apportionment of expenses should follow the general principles 
adopted by the United Nations. 

4. In discussing the powers of the Conference to establish the procedures re- 
quired for making the determinations and recommendations provided in the 
Charter, one delegate desired that a two-thirds majority should be required in 
important matters. However it was agreed that it would be best to adhere 
to the broad principle that all decisions, except possibly those of a very important 
nature, should be voted by a simple majority. 

5. Since it was agreed that one of the functions of the Organization should 
be to make recommendations for international conventions and agreements on 
matters within its competence, it seemed desirable that a provision to this effect 
should be included among the powers and duties expressly conferred upon the 
Conference. To this end agreement was reached on a provision (based on the 
corresponding article of the Constitution of the World Health Organization) au- 
thorizing the Conference to develop and recommend conventions and agreements 
for members’ acceptance, and requiring members to give such recommendations 
due consideration and to decide, within a reasonable time, either to accept or 
to reject them. 


SECTION E, VOTING AND EXECUTIVE BOARD MEMBERSHIP 


1. In the discussion on voting divergent schools of thought emerged as to 
whether some formal provision should be made in the Charter whereby differ- 
ences in importance in international trade of individual members would be re- 
flected in the measure of control they would exercise over the affairs of the 
International Trade Organization. One school maintained that the democratic 
approach to the problem was to allow an equal voice and vote to all members 
and that the successful functioning of the Conference would depend in large 
measure upon a feeling of equality. Certain delegates, however, contended that 
because the International Trade Organization will be a functional rather than 
a political body, it would not be democratic to permit those with a smaller pro- 
portionate share of international trade to overrule those whose share was much 
larger, merely by virtue of their larger number of separate votes. 

2. It was also suggested that it would be anomalous to have only one vote 
for countries having responsibility for dependent territories, the economies of 
which differed radically from their own and some of which had an effective 
measure of autonomy in matters covered by the Organization. The majority of 
delegates favoured in principle the system of one country-one vote, but several 
who did so, expressed willingness to consider alternatives. In the course of dis- 
cussion many shades of opinion were discernible, but it was generally agreed 
that at this stage a full exchange of views was more desirable than any attempt 
to reach final agreement. 

3. Two broad alternatives to the United States Draft Charter were advanced— 
a system of weighted voting in the Conference and permanent seats on the Execu- 
tive Board. The interdependence of these two possibilities was recognized by 
discussing them in conjunction. 

Weighted Voting 

4.—(a) Several delegates declared their difficulty in expressing any definite 
views on the subject of weighted voting without considering concrete schemes. 
A paper was subsequently circulated suggesting that consideration should be 
given to a weighted system of voting both in the Conference and Executive Board, 
based on a formula which provided for 

(i) a basic number of votes for each country, and 
(ii) a number of votes based on total external trade, plus perhaps 
(iii) a number of votes based on national income, 
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(b) It was also suggested that the incidence of voting should be revised period- 
ically to take account of the changing relative position of members—a factor 
which some delegates thought might be provided for by criteria, measuring 
potential development. A ceiling for the number of votes which any one coun- 
try might have was subsequently proposed. In advancing these proposals the 
arrangements made in connection with the International Labor Organization, 
the International Monetary Fund, the International Bank for Reconstruction 
and Development and the Provisional International Civil Aviation Organization 
were quoted as precedents for a differential system in connection with member- 
ship of the Governing Body. The arrangements of the International Labor 
Organization were explained by a representative of that organization. Certain 
delegates thought that some of these. precedents were irrelevant and stressed 
the difficulty of reaching any kind of formulae which would be acceptable to all 
potential members, together with the protection afforded to members by the 
requirement of an affirmative vote of two-thirds of the Conference for decisions 
on crucial issues. 

(c) Other delegates only discussed the proposals on the hypothesis of a 
weighted system being adopted, without prejudice to their preference for the 
one nation-one vote principle. The criteria put forward were criticiz¢d on the 
following grounds: 

(i) Undue weight would be given to small countries with a large external 
trade at the expense of countries with a large population whose external, 
as compared with internal, trade is relatively small. 

(ii) From the democratic point of view population should be given the 
greatest weight. 

(iii) National wealth would be a preferable criterion to national income. 

(iv) Countries, relatively more dependent on international trade than 
others, should have extra voting strength accordingly. 

(v) National income would weigh voting in favor of members whose inter- 
national trade was relatively less important to themselves. 

(vi) The interests of less developed countries would be insufficiently 
safeguarded. 

(vii) The methods of estimating the figures on which the criteria depended 
differed considerably from country to country. 

(viii) The proposals were not clear as far as voting on the Executive 
Board was concerned 

(d) This question is referred to the Drafting Committee for the formulation 
and exposition of alternative schemes of weighted voting which governments 
might consider (although there is some doubt whether this function falls within 
the Committee’s terms of reference). 

Executive Board—Membership 

5.—(a) Many members of the Preparatory Committee, including among their 
number both the sponsors and opponents of weighted voting, felt that there should 
be provision for permanent seats on the Executive Board for members of chief 
economic importance. Several delegates, though favouring equality of voting 
in the Conference, were ready to support the principle of permanent seats on the 
3oard, largely on the grounds that the continuous support and participation of 
these countries was essential to the suecess of the International Trade Organiza- 
tion. It was suggested on the other hand that any special provision was super- 
fluous because the re-election of these countries was always virtually certain. 

(b) A variation of the idea of permanent seats was proposed by which mem- 
bership of the Executive Board would rotate, but with a certain number of 
countries eligible for immediate re-election. This would avoid any necessity for 
formal mention of permanent seats in the Charter. 

(c) It was suggested that it would be better to establish criteria for selecting 
permanent members rather than to name them in the Charter, though the latter 
procedure was mentioned as a possibility. Various alternatives were advanced. 
While some delegates thought that tests of economic importance such as external 
trade and population should be applied, others maintained that wider considera- 
tions than purely economic ones should be taken into account. Some delegates 
thought that geographical criteria should be applied in conjunction with economic 
A scheme was submitted by which the seats would be allotted for five year terms 
with eligibility for immediate re-election, to the most important trading countries 
within the geographical areas of Europe (2), North America (2), Latin America 
(2), Asia (2), Qceania (1) and Africa (1). This was opposed on the grounds 
that the only justification for permanent seats was the difference in importance 
of members in international trade, a factor which was independent of location. 
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lt was suggested, however, that geographical considerations might be applied to 
non-permanent seats. 

(d) The number of permanent and non-permanent seats was also considered. 
An increase of the total from fifteen, as proposed in the United States Draft 
Charter, to twenty was advocated by some delegates, though others thought a 
membership of twenty too large for the smooth working of an executive organ. 

(ce) The opinion was also expressed, however, that the Board would need to 
work largely through sub-committees in any case. Importance was attached to 
the need for relating the number of seats on the Board to the number of members 
of the Organization, Some thought that the position should be left elastic until 
this was known. Various proportions of permanent to non-permanent seats 
were tentatively mentioned without any particular proposition receiving detailed 
consideration or wide acceptance. 

6. The conclusions which emerged from the Preparatory Committee’s delibera- 
tions on the subject of Voting and Executive Board Membership may be briefly 
stated as follows: 

(a) The majority of delegates favoured the principle of one country—one 
vote in the Conference and in the Executive Board. 

(b) A minority desired detailed examination of possible schemes for 
weighted voting, but not necessarily at this stage. 

(c) The principle of permanent seats on the Executive Board in some 
form is acceptable to most delegates. 

(d) The three-year period of membership of the Board set out in the 
United States Draft Charter was largely unquestioned. 

(e) No useful purpose would be served by attempting to produce a defini- 
tive draft covering these particular provisions, until such time as the sub- 
stantive issues involved have been more completely resolved. 

No firm conclusions were reached on the following matters: 

(7) The number of seats on the Executive Board. 

(b) The relative number of permanent seats (if any) and non-permanent. 

(c) Rotational membership of Executive Board. 

(d) The criteria for electing members of the Executive Board, either for 
permanent or non-permanent seats. 


SECTION F., THE EXCUTIVE BOARD-——PROCEDURE, POWERS AND DUTIES 


1. The text of the United States Draft Charter, insofar as it concerns the 
powers and duties of the Executive Board, was accepted with only two amend- 
ments both of which, however, were indicative of two basic concepts, shared by 
the majority of delegates, as to the general status and authority of the Executive 
Board vis-a-vis the Conference on the one hand, and the Commissions, on the 
other. The first amendment was to make permissive rather than mandatory, 
the power of the Board to recommend to the Conference the admission of new 
members, thus emphasizing what most delegates felt should be the clearly sub- 
ordinate position of the former. Similarly it was thought that the Commission, 
in turn, should be definitely subordinate to the Board and to give added emphasis 
to this principle it was decided that the latter should “supervise” and not merely 
“review” the activities of the former. 

2. There was a disposition, however, to allow a maximum of latitude to the 
Board in drawing up its own rules of procedure and electing its officers, though 
certain specific suggestions were made in this regard to which it was hoped 
due consideration would be given. These included proposals that in certain 
circumstances it should be possible for a minority of members of the Board or 
for a specified number of members of the Organization not represented on the 
Board, to convene a session. In discussing the term of office of the Chairman, 
the desirability of providing for a reasonable measure of continuity was stressed 
by several delegates. Whilst, on the whole, the advantages of annual election 
were deemed to outweight the disadvantages, a satisfactory compromise was 
found by specifically providing that the Chairman and other officers should be 
eligible for immediate re-election. A reservation concerning the reference to 
“other officers” was withdrawn on the understanding that the term referred 
only to members of the Board themselves and not to officials of the Secretariat. 
A proposal that the Chairman of the Board should be able to participate in the 
deliberations of the Conference in his capacity of Chairman, though without 
the right to vote, found general acceptance. It was, of course, recognized that 
the Chairman of the Executive Board would probably attend the Conference as 
a representative of his government. Nevertheless it was thought desirable to 
cover the contingency of his not attending in such representative capacity and 
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that in any case, he should be entitled, under the Charter, to at least the same 
rights was respect to participation in the Conference as are accorded chair 
men of commissions. 

3. Agreement was reached also on the desirability of including in the Charter 
a provision under which any member of the Organization would have the right 
to appear and effectively present its case before the Executive Board, when a 
matter of particulai and substantial concern to that member was under con- 
sideration. The provision, as accepted, is based on Article 31 of the Charter of 
the United Nations but is somewhat more precisely drawn in that it grants to 
the member concerned, all the rights of members of the Board except the right 
to vote. At least one delegate, however, expressed serious misgivings lest this 
arrangement should hamper and embarrass the Board by precluding it from 
holding confidential discussions on any subject or from dealing effectively with 
matters of general application Another delegate suggested that the Board 
should not be under any firm obligations to invite members to attend its sessions 


but should do so at its diseretion. 









THE COMMISSIONS 





BECTION G, 








1. The Preparatory Committee discussed the Commissions in general terms, 
particular attention being paid to their composition and procedure. The desira 
bility of establishing commissions as an essential part of the structure of an In 
ternational Trade Organization to perform certain specialized tasks was in no way 
questioned. There was a tendency to treat the matter rather tentatively, largely 
because most delegates felt that the structure, functions and status of Commissions 
and the manner in which they would operate, could not at present be foreseen in 
much detail. Various views were expressed, however, as to the more important 
consideration to be borne in mind. 

2. The Preparatory Committee is of the opinion that the Commissions should be 
subordinate to the Executive Board. The extent to which they should operate 
other than in a strictly advisory capacity is, however, a question which it is felt 
cannot be fully resolved at present. Some delegates expressed the opinion that 
the Commissions should not be called upon to undertake responsibilities of a 
semi-judicial nature and considered that, in this respect, the wording of Articles 
64, 65, and 66“ of the United States Draft Charter raised certain doubts as to 
the functions it is intended the Commissions should perform. It was argued in 
support of this view that only representatives of governments, not experts in their 
own right, should be directly responsible for important executive and judicial 
decisions. 

3. There was general agreement with the proposal that the Commissions should 
consist of outstanding experts of high prestige in their own fields who would 
operate independently of their governments. One delegate, though agreeing in 
principle with this proposal, was of the opinion that the governments concerned 
should in all cases be consulted regarding appointments to commissions and that 
it should be expressly provided that not more than one national from any country 
should serve on any one Commission. The majority of delegates, however, felt 
that in general these conditions would, in fact, be complied with and that it was 
unnecessary and undesirable, therefore, to write them into the Charter itself 

4. The Preparatory Committee considers that in appointing members of com- 
missions due regard should be paid to the importance of selecting personnel on as 
wide a geographical basis as possible. In this connection it was agreed that the 
desirability of having different types of economies represented, particularly in the 
case of the less developed countries, should also be borne in mind. Various opin- 
ions were expressed as to whether some or all the members of Commissions should 
serve on a part time or full time basis. While certain delegates anticipated that 
the work of at least some of the Commissions would be so heavy and continuous 
that full time service might be essential, others thought that, by becoming perma- 
nent international officials, the individuals concerned would tend to lose much of 
their intimate contact with current affairs in their own countries and that this 
would greatly lessen their value to the Organization. In this respect no need 
was felt for changing the text of the United States Draft Charter which did, in 
fact, leave the matter to be decided by the Conference. There was considerable 
support for the idea that the Chairman of each Commission might serve on a full 
time basis, and it is, therefore, recommended that provision be made accordingly 
in the rules of procedure to be drawn up by each Commission. 


“cf. Article 76 of the Charter. 
54 pt. 4 28 
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5. The question of relationship between the personnel of Commissions on the 
one hand, and the Director-General and the personnel on the secretariat on the 
other, gave rise to a certain amount of concern. While it was acknowledged 
that the secretariat should serve the Commissions, it was suggested by a nuin- 
ber of delegates that the respective functions, responsibilities and status of the 
Director-General and of members of commissions would need to be more care- 
fully defined, particularly in cases where the latter were to become permanent 
officials of the Organization. The desirability of the Commissions having access 
to the Executive Board directly rather than through the Director-General is 
particularly stressed. At the same time, however, serious misgiving was ex- 
pressed lest two separate bodies of officials of differing status should be created 
within the one Organization thus opening up the possibility of divided authority 
with attendant friction and confusion. The difficulty of attracting, on a perima- 
nent basis, persons of the calibre required and the possible expense which this 
would involve were also pointed out. 

6. The Preparatory Committee is of the opinion that these questions cannot 
profitably be pursued further until the structure of the Organization as a whole 
begins to take shape. Moreover the number and nature of the Commissions, 
which might ultimately be required, cannot now be foreseen. Agreement was 
reached, however, on certain minor amendments to the relevant provisions of 
the United States Draft Charter, the general purpose of which is to give to those 
provisions a somewhat greater measure of elasticity, having regard to the un 
certain requirements of the future. Subject to the views expressed being given 
proper consideration when appropriate action is taken, the Committee regards 
the amendment provisions as incorporated in the agreed text as satisfactory. 

7. The provisions of the United States Draft Charter dealing with the func- 
tions of the Commissions on Commercial Policy, Business Practices and Com 
modities respectively were discussed in general terms. These particular pro 
visions will be examined more fully at the Second Session of the Preparatory 
Committee. A proposal was submitted calling for the establishment of an addi- 
tional commission to deal with the “Expansion of Production, Industrialization 
and Employment.” In view of the resolution regarding international action in 
the field of employment drafted by the Preparatory Committee for the considera- 
tion of the United Nations Conference on Trade and Employment,” consideration 
of this matter is deferred until a later date. 
SECTION H. THE SECRETARIAT 

1. The Preparatory Committee feels that the structure of the International 
Trade Organization including the secretariat, should be brought into the closest 
possible relationship with the United Nations, for reasons which include economy, 
the shortage of skilled personnel, co-ordination of policy, prevention of over 
lapping, and the avoidance of any possible separatist tendency. The necessity 
of ensuring proper co-ordination with the Economic and Social Council itself, in 
order to avoid needless duplication of work on identical or closely related prob- 
lems, was particularly stressed. Common services and staff conditions for the 
various international economic secretariats now being built up or in contempla- 
tion were advocated wherever possible. 

2. Some delegates thought that, with respect to certain phases of its work, the 
International Trade Organization might make appropriate use of the economic 
secretariat of the United Nations, and that it would be an advantage from this 
viewpoint if the International Trade Organization were located in the same 
place. Most delegates, however, were not prepared to offer any definite views on 
the question of the site at this stage. 

8. In general it was agreed that detailed consideration of this question of 
interlocking staff arrangements would be premature and that the Secretariat of 
the United Nations should be asked to furnish relevant information and sugges- 
tions for consideration at the appropriate time. Certain preliminary observa- 
tions and proposals concerning the coordination and integration of services and 
activities of secretariats were subsequently circulated in response to this request. 
Several delegates indicated that the cost of maintaining a multiplicity of separate 
international organizations was already showing signs of assuming considerable 
proportions and that the expenses of the International Trade Organization should, 
therefore, be kept to the minimum consistent with efficiency. 

4. The principle was generally accepted that provisions relating to the organi- 
zation of the secretariat should be as flexible as possible, particularly with refer- 








1 See Chapter I, Section I. 
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ence to the number, status and powers of Deputy Directors-General, and that, asa 
corollary, the Director-General should be given all the authority and freedom of 
action necessary for carrying out his responsibilities. Most delegates agreed that 
the position of the Director-General should be made as strong as possible in rela 
tion to that of other officials of the secretariat, and that any specific reference 
in the Charter to either the number or functions of Deputy Directors-General 
should consequently be omitted. This decision was felt to be justified on the 
grounds, firstly, that if their status and powers were to be derived directly from 
the Charter, the relative authority of the Director-General would be lessened, and 
secondly, that it should be left to the Director-General to appoint only such 
number of deputies as are in fact needed. Appointments should in any case be in 
accordance with regulations approved by the Conference. A proposal that the 
Director-General be ex-officio non-voting Chairman of the Executive Board did 
not win favour. 

5. While delegates agreed that efficiency, competence and integrity should be 
the paramount considerations in recruiting personnel for the secretariat, many 
thought that adequate geographical representation and familiarity with different 
kinds of economic conditions and interests, should also be taken substantially 
into account. The Preparatory Committee drafted a provision which is intended 
to give effect to this principle, and to conform to the corresponding provision in 
the Charter of the United Nations. Some delegates suggested that personnel of 
the secretariat and Commissions should be recruited only from members of the 
International Trade Organization. Others considered that such a provision would 
be unduly restrictive, and that employment should be open to nationals of all 
members of the United Nations, subject, perhaps, to some measure of preference 
being given to nationals of the members of the Organization. The Preparatory 
Committee also considers that specific provisions regarding nationality should not 
be included in the Charter, thus leaving the way open for the occasional recruit 
ment of exceptionally qualified persons, who otherwise would not be eligible, if, 
in the Director-General’s opinion and subject to such consultation as he may deem 
advisable, the services of such persons would be of special value to the Organ- 
ization. 


SECTION 1. MISCELLANEOUS PROVISIONS 


1. Relations with other Organizations 


(a) Those provisions of the United States Draft Charter, which deal with 
questions of relationship between the International Trade Organization and other 
international organizations found ready acceptance. The useful part which 
these organizations, both inter-governmental and non-governmental, might play 
in helping to promote the objectives of the International Trade Organization is 
generally recognized. 

(b) Although many delegates were willing to leave to the Director-General 
the negotiations of a formal agreement with the United Nations according to the 
precedent set by other specialized agencies, the opinion was also expressed that 
the provisions of such an agreement should be worked out in detail beforehand, 
with a view to their becoming operative as soon as the International Trade 
Organization comes legally into existence. Ail delegates agreed, however, with 
the general proposition that in the interests of economical and efficient admin 
istration, and for the purpose of avoiding inconsistent and even conflicting 
policies, it was of the greatest importance that the closest relationship with the 
United Nations, and particularly with the Economie and Social Council, should 
be specially developed. 

(c) There was a general agreement, too, with the view that it would be un- 
desirable to refer specifically to any particular organization in the provision 
of the Charter dealing with relations with other inter-governmental organiza- 
tions in view of the fact that the activities and responsibilities of a number of 
these organizations will be of special importance from the point of view of the 
International Trade Organization. The importance of the Food and Agricul- 
tural Organization, of the International Monetary Fund, of the International 
Bank for Reconstruction and Development and of the International Labour 
Organization in relation to the work of the International Trade Organization 
is particularly stressed. 


2. Legal Capacity, Privileges and Immunities 


The provisions of the United States Draft Charter dealing with the legal 
capacity, privileges and immunities of the Organization were approved without 
change. In view of the fact that the Secretary-General of the United Nations is 
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under instructions from the General Assembly to consult with specialized 
agencies on the subject of privileges and immunities with a view to ensuring a 
reasonable degree of uniformity in the arrangements made for all inter-govern- 
mental organizations, the Preparatory Committee feels that the provisions of the 
Charter relating to these matters should be expressed in general rather than 
specific terms, leaving the formulation of their detailed application to the 
Conference. 


> 


3. Paument of Contributions 

The Preparatory Committee considers that a penalty clause with reference 
to non-payment of contributions should be incorporated in the Charter. Some 
discussion took place, however, as to the appropriate place in the Charter for a 
provision of this nature, the matter being finally left to the decision of the Draft- 
ing Committee. In order to bring the procedure of the International Trade Or- 
ganization into line with that adopted by the United Nations, a suggestion that 
the wording of this particular provision should conform to that used in the Char 
ter of the United Nations met with general support. 


,. Amendments 

(a) While it was generally recognized that the Organization should be so 
constituted as to allow it to meet constitutional changes of a minor kind without 
undue difficulty, several delegates thought that a member not accepting amend- 
ments, which involve new obligations would be in an anomalous position in its 
relationship to the Organization, if it were not permissible for the member to 
withdraw. 

(b) It was, therefore, felt that provision should be made whereby the Con 
ference might decide that a non-accepting member would be compelled to with- 
draw or, in the absence of such a decision, whereby such a member might be 
enabled voluntarily to withdraw, notwithstanding any general provisions con 
tained elsewhere in the Charter limiting the right of withdrawal. 


5. Withdrawal 

In considering withdrawal and termination account was taken of the necessity 
of giving the Organization a fair chance at its inception to become firmly estab- 
lished. It was felt, nevertheless, in view of the fact that the trade agreements 
legislation of the United States would not permit that country to enter into tariff 
commitments of more than three years’ duration, that the period immediately 
following the adoption of the Charter, within which no withdrawals should take 
place, should likewise be three years, instead of five as proposed in the United 
States Draft Charter. It was also felt that six months’ notice of intention to 
withdraw, rather than one vear (as in the United States Draft Charter), would 
be adequate. _ Thus, a member would be able to withdraw at the end of three 
years, by giving notice at the end of two and a half years. Special provision 
was also made to cover certain overseas territories of members. 


6. Interpretation and Settlement of Disputes 

(a) It was agreed to make the English, Chinese, French and Spanish texts of 
the Charter equally authoritative. The question of providing also a Russian 
text did not present itself at the First Session. 

(b) Attention was called to the possibility of a special chamber for commercial 
cases being established under Article 26 of the Statute of the International 
Court of Justice. There was some doubt, however, as to whether its existence 
might not detract from the prestige of the International Trade Organization. 
Several delegates thought that the jurisdiction of the Organization should be 
final in administrative matters coming within its province and that only legal 
issues should be referred to courts, politico-economic decisions being recognized 
as the Organization’s own responsibility. Although it was generally agreed that 
the Executive Board, where appropriate, could refer disputes to the Commissions 
for preliminary report, some disapproval was voiced at the idea of Commissions 
being formally regarded as courts of first instance. 

(c) Considerable discussion took place on whether appeals to the Interna- 
tional Court of Justice from rulings of the Conference on justiciable issues should 
be subject to the consent of the Conference. It was argued that some limitation 
was necessary both to keep the prestige of the International Trade Organization 
high and to avoid overloading the International Court. The contrary view was 
that only justiciable matters were involved in which the International Trade 
Organization was not expert, and that, in practice, countries would only appeal 
on issues which they regarded as really important. Some compulsory delay 
was also suggested. 
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(d) The Preparatory Comimttee eventually agreed that the right of appeal 
should be subject to procedures established by the Conference, and that in deter- 
mining these procedures consideration should be given to incorporating as a 
pre-requisite an affirmative vote of at least one-third of the members of the 
Conference. The absolute right of appeal to the International Court of Justice 
in security mattters, as set out in the United States Draft Charter, was not 
called into question. 

(e) All delegates thought that the authority of the International Trade Organ- 
ization to seek advisory opinions from the International Court of Justice should 
be continuing and not subject to reference to the General Assembly of the United 
Nations on each occasion. The Article concerned was redrafted to accord with 
the language of the Charter of the United Nations. Although the interpreta- 
tion of this wording was open to question, it was thought that the matter could 
be clarified in the agreement to be concluded under Article 57 of the Charter of 
the United Nations. 

(f) It was agreed to refer to the Registrar of the International Court of 
Justice the question whether complications would be likely to arise from asking 
the Court for an advisory opinion on a matter which might subsequently become 
the subject of a case before it. 

(yg) It was agreed also that in view of paragraph 2 of Article 34 of the Statute 
of the International Court of Justice, the rules of the Conference should enable 
the Director-General to represent the Organization before the Court. 

(hk) The introduction of detailed discussion on arbitration raised consid- 
erable difficulty because delegates were by no means clear as to what kind of 
issues were appropriate for arbitration. A lengthy discussion took place whether 
administrative as well as legal questions should be referred to arbitration, 
whether the Executive Board should await the consent of the parties concerned 
and whether the arbitrators’ decision should be final (most delegates agreed 
that it should). An amendment was agreed upon which would permit the Exec- 
utive Board, with the consent of parties concerned, to refer to arbitration for 
final decision any matter arising out of the operation of the Charter. 

(i) Certain delegates wished the provisions in regard to arbitration and the 
International Court of Justice to be expanded and made more specific, and they 
undertook to prepare a memorandum setting out their views. The Drafting. Com- 
mittee is asked to consider these views in conjunction with the verbatim report of 
Committee V's discussion of this subject. 

7. Entry into Force 

(a) One delegate suggested that, instead of requiring a membership of twenty 
to bring the Charter into force, an alternative method might be to provide for its 
taking effect when a certain proportion of world trade was covered by countries 
accepting its provisions, so that the entry of the Charter into force should not be 
delayed after its acceptance by the most important trading countries. Various 
objections to this procedure were voiced by other delegates. 

(b) In general the procedures suggested in the United States Draft Charter 
for bringing the Charter into force are regarded as satisfactory by the Prepara- 
tory Committee subject to the amendment that any instrument of acceptance 
deposited with the Secretary-General of the United Nations is to be taken as cov- 
ering both procedures, unless it expressly provides to the contrary or is with- 
drawn. 

(c) This was intended to cover the situation that might arise when one or 
more governments, having deposited their acceptances before a given date (pur- 
suant to paragraph (2) of Article 88) might not feel inclined to join the Organ- 
ization should it subsequently come into existence as a result of agreement on the 
part of a relatively limited number of Governments (pursuant to the proviso 
to paragraph (3) of Article 88), but might nevertheless wish their acceptance 
to take effect when the membership reaches twenty or more. 

(d) With reference to the suggested provision under which each government 
accepting the Charter would do so in respect of all dependent territories, atten- 
tion was drawn to the fact that certain overseas territories were in varying de- 
grees of development and, in some cases, were self-governing in matters provided 
for inthe Charter. To meet this situation a less rigid provision was agreed upon, 
the purpose of which is to permit a measure of discretion to the governments 
concerned with respect to their acceptance of the Charter on behalf of terri- 
tories for which they have international responsibility. Reservations regarding 
this provision were entered by three delegates. 
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S. Interim Tariff Committee 

(a) At its Second Session at which tariff concessions will be discussed, the 
Preparatory Committee hopes that certain reductions of tariffs or other conces- 
sions will be agreed. If so, the Committee considers that it might be desirable 
to bring these reductions or concessions into effect as soon as possible, without 
necessarily waiting upon the entry into force of the Charter. It would be for 
the negotiating countries themselves to decide the time. When the Organization 
is set up it is hoped that the countries, which have reduced their tariffs, will join 
it. These countries would then become the nucleus of the Interim Tariff Com- 
mittee, which would be supplemented by other countries joining the Organization, 
and which themselves have made equivalent tariff concessions to the satisfaction 
of the Committee. When two-thirds of the members of the Organization be- 
come members of the Committee, the functions of the latter will vest in the 
Conference 

(b) The Preparatory Committee is of the opinion that for countries making 
reductions membership of the Interim Tariff Committee should be compulsory. 

(c) A reservation was made regarding the position of members which did not 
desire to join the Committee. 

(d) A suggestion was made that if weighted voting were introduced, it might 
be applied in the case of the Interim Tariff Committee. 

(e) A provisional view was expressed that the implementation of tariff agree- 
ments and of the Charter should be interdependent. 


APPENDIX. CHARTER OF THE INTERNATIONAL TRADE 
ORGANIZATION OF THE UNITED NATIONS 


ESTABLISH MENT 


The International Trade Organization of the United Nations is hereby 
established and shall operate in accordance with the provisions which follow. 


CHAPTER I—PURPOSES 
ARTICLE 1 


General Purposes of the Organization. 


To be considered and drafted at a later stage.”* 
CHAPTER II—MEMBERSHIP 
ARTICLE 2 


(1) The original Members of the Organization shall be those countries repre- 
sented at the United Nations Conference on Trade and Employment which accept 
the provisions of this Charter by 31 December, 194 . . . or, in the event that this 
Charter has not entered into force by that date, those countries which agree to 
bring this Charter into force pursuant to the proviso to paragraph (3) of 
Article &8& 

(2) Membership in the Organization shall be open to such other countries as 
accept the provisions of this Charter, subject to the approval of the Conference. 

(3) The Conference shall establish procedures that will open membership in 
the Organization to the United Nations on behalf of the trust territories for 
which the United Nations is the administering authority. 

CHAPTER III—EMPLOYMENT 


ARTICLE 3 


Relution of Employment to the Purposes of the Organization. 

(1) Members recognize that the avoidance of unemployment or under-employ- 
ment through the achievement and maintenance in each country of useful employ- 
ment opportunities for those able and willing to work and of high and steadily 
rising effective demand for goods and services is not of domestic concern alone, 
but is a necessary condition for the expansion of international trade and, in 
general, for the realization of the purposes of the Organization. They also 
recognize that measures to sustain demand and employment should be consistent 


1% See Part II, Chapter VI, Section B. 
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with the other purposes and provisions of the Organization, and that in the 
choice of such measures, each country should seek to avoid creating balance of 
payments difficulties for other countries 

(2) They agree that, while the achievement and maintenance of effective 
demand and employment must depend primarily on domestic measures, such 
measures should be assisted by the regular exchange of information and views 
among members and, so far as possible, be supplemented by international action 
sponsored by the Economie and Social Council of the United Nations and carried 
out in collaboration with the appropriate inter-governmental organizations, 
acting within their respective spheres and consistently with the terms and 
purposes of their basic instruments. 


ARTICLE 4 


The Maintenance of Domestic Employment. 


Members shall take action designed to achieve and maintain full and productive 
employment and high and stable levels of effective demand within their own 
jurisdiction through measures appropriate to their political and economic institu- 
tions and compatible with the other purposes of the Organization. 


ARTICLE 5 


The Development of Domestic Resources and Productivity 

Members, recognizing that all countries have a common interest in the pro 
ductive use of the world’s resources, agree to take action designed progressively 
to develop economic resources and to raise standards of productivity within 
their jurisdiction through measures compatible with the other purposes of the 
Organization. 


ARTICLE 6 
Fair Labour Standards 

Members, recognizing that all countries have a common interest in the main- 
tenance of fair labour standards related to national preductivity, agree to take 
whatever action may be appropriate and feasible to eliminate sub-standard 
conditions of labour in production for export and generally throughout their 
jurisdiction. 


ARTICLE 7 


The Removal of Maladjustments in the Balance of Payments 

Members agree that, in case of a fundamental disequilibrium in their balance 
of payments involving other countries in persistent balance of payments diffi- 
culties, Which handicap them in maintaining employment, they will make their 
full contribution to action designed to correct the maladjustment. 


ARTICLE 8 


Safequards for Countries subject to External Deflationary Pressure 

The Organization shall have regard, in the exercise of its functions as defined 
in the other articles of this Charter, to the need of Members to take action 
within the provisions of the Charter to safeguard their economies against 
deflationary pressure in the event of a serious or abrupt decline in the effective 
demand of other countries. 


ARTICLE 9 


Consultation and Exchange of Information on Matters Relating to Employment 

Members agree to participate in arrangements undertaken or sponsored by 
the Economic and Social Council of the United Nations, including arrange- 
ments with the appropriate inter-governmental organizations 

(a) for the regular collection, analysis and exchange of information on 
domestic employment problems, trends and policies, including as far as possible 
information relating to national income, demand, and the balance of payments; 
and 

(b) for consultation with a view to concerted action on the part of govern- 
ments and inter-governmental organizations in the field of employment policies. 
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CHAPTER IV—EcoNoMIC DEVELOPMENT 
ARTICLE 10 


Importance of Economic Development 

Members recognize that the industrial and general economic development of 
all countries and in particular of those countries whose resources are as yet 
relatively undeveloped will improve opportunities for employment, enhance the 
productivity of labour, increase the demand for goods and services, contribute 
to economic stability, expand international trade and raise levels of real income, 
thus strengthening the ties of international understanding and accord. 


ARTICLE 11 
Plans for Economic Development 

(1) Members undertake to promote the continuing industrial and general 
economic development of their respective countries and territories in order to 
assist in realizing the purposes of the Organization 

(2) Members agree that they will co-operate through the Economic and Social 
Council of the United Nations and the appropriate inter-governmental organiza- 
tions in promoting industrial and general economic development. 

(3) [The Organization, at the request of any Member, shall advise such 
Member concerning its plans for economic development and, within its com- 
petence and resources, shall provide such Member with technical assistance in 
completing its plans and carrying out its programmes, ] “ 


ARTICLE 12 


Means of Economie Development 
(1) Members recognize that progressive economic development is dependent 
upon the availability of adequate supplies of 
(a) capital funds; and 
(b) materials, equipment, advanced technology, trained workers and 
managerial skill. 

(2) Members agree to impose no unreasonable impediments that would prevent 
other Members from obtaining access to facilities required for their economic 
development. 

(3) Members agree to co-operate within the limits of their power to do so, with 
the appropriate international organizations of which they are members in the 
provision of such facilities. 

(4) Members agree that, in their treatment of other Members, business entities 
or persons supplying them with facilities for their industrial and general eco- 
nomic development not only will they conform to the provisions of their relevant 
international obligations now in effect or which they may undertake pursuant to 
Paragraph (5) of Article 66 or otherwise, but also that in general they will take 
no unreasonable action injurious to the interests of such other Members, business 
entities or persons 

(5) The Organization shall receive from any affected Member or with the 
permission of that Member from business entities or persons within its juris- 
diction, complaints that action by another Member is inconsistent with its 
obligations under paragraphs (2), (3) or (4). In the event of such complaint, 
the Organization may, at its discretion, request the Members concerned to enter 
into consultation with a view to reaching a mutually satisfactory settlement and 
may lend its good offices to this end. 


ARTICLE 13 


Governmental Assistance to Economic Development 

(1) Members recognize that special governmental assistance may be required 
in order to promote the establishment or reconstruction of particular industries 
and that such assistance may take the form of protective measures. 

(2) Members recognize that an unwise use of such protection would impose 
undue burdens on their own economies and unwarranted restrictions on inter- 
national trade and might increase unnecessarily the difficulties of adjustment 
for the economies of other countries. 


17 See Part II, Chapter II, Section J, paragraph 3. 
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(3) (a) If a Member, in the interest of its programme of development 
poses to employ any protective measures, which would conflict with any of its 
obligations under or pursuant to the provisions of the Charter, it shall inform 
the Organization, and shall transmit to the Organization any finding in support 
of this proposal. The Organization shall promptly inform those Members, whose 
trade would be substantially affected by the proposal and afford them an oppor 
tunity to present their views. The Organization shall then promptly examine 
the proposal in the light of the provisions of this Chapter, the findings presented 
by the applicant Member, the views presented by Members substantially affected 
and of such criteria as to productivity and other factors as it may establish, 
taking into account the stage of economic development or reconstruction of the 
Member. 

(b) If, as a result of its investigations pursuant to subparagraph (a), the 
Organization determines upon any measure, which would be inconsistent with 
any obligation that the applicant Member has assumed through negotiation with 
other Members pursuant to Chapter V or which would reduce the benefit to 
such other Members of any such obligation, the Organization shall sponsor and 
assist in negotiations between the applicant Member an » other Members 
substantially affected, with a view to obtaining substantial agreement Upon 
such agreement being reached, the Organization may release the applicant Mem 
ber from the obligation in question or from any other relevant obligation under 


the Charter, subject to such limitations as the Organization may impose 

(c) If, as a result of its investigations pursuant to subparagraph (a the 
Organization concurs in any measure other than those covered in sub-pa raph 
(0), which would be inconsistent with any obligation assumed under this 
Charter, the Organization may, in its discretion, release the applicant Member 
from the obligation in question, subject to such limitations as the Organization 
may impose. 


CHAPTER V—GENERAL COMMERCIAL PoLicy 


Section A.—General Commercial Provisions, Most-Favoured-Nation Treatment, 
Tariffs and Tariff Preferences etc. 


ARTICLE 14 


General Most-Favoured-Nation Treatment 

(1) With respect to customs duties and charges of any kind imposed on or in 
connection with importation or exportation or imposed on the international 
transfer of payments for imports or exports and with respect to the method of 
levying such duties and charges and with respect to all rules and formalities in 
connection with importation or exportation and with respect to all matters 
affected by the provisions relating to national treatment in Article 15, any 
advantage, favour, privilege or immunity granted by any Member to any product 
originating in or destined for any other country, shall be accorded immediately 
and unconditionally to the like product originating in or destined for all other 
Members. 

(2) The provisions of paragraph (1) shall not be construed to require the 
elimination of any preferences in respect of customs duties and other charges 
imposed on importation, which do not exceed the preferences remaining after 
the negotiations contemplated in Article 24 and which fall within the following 
descriptions : 

(a) Preferences in force exclusively— 
(i) between territories in respect of which there existed on 1 July 
1939, common sovereignty or relations of protection or suzerainty, or 
(ii) between the territories comprised in Annexure A to this Charter. 
Each Member to which provision (i) applies shall provide a list of 
such territories, which lists shall be incorporated in a further annexure. 
(bd) Preferences in force exclusively between the United States of America 
and the Republie of Cuba. 
(c) Preferences in force on 1 July 1946, exclusively between neighbouring 
countries. 
ARTICLE 15 


National Treatment on Internal Tazation and Regulation.” 


13To be considered further and drafted at a later stage—see Part II, Chapter III, 
Section B. 
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ARTICLE 
Freedom of Transit.” 
ARTICLE 


Antidumping and Countervailing Duties.” 


ARTICLE 
Tariff Valuation.” 
ARTICLE 
Customs Formalities.” 
ARTICLE 2 
Marks of Origin.” 


ARTICLE 21 


Publication and Administration of Trade Regulations—Advance Notice of 
Restrictive Regulations.” 
ARTICLE 22 


Information, Statistics and Trade Terminology. 


ARTICLE 23 
Boycotts.” 
Section B—Tariff and Tariff Preferences 


ARTICLE 24 


Reduction of Tariffs and Elimination of Preferences 

(1) Each Member, other than a Member subject to the provisions of Article 23, 
shall, upon the request of any other Member or Members, enter into reciprocal 
and mutually advantageous negotiations with such other Member or Members 
directed to the substantial reduction of tariffs and other charges on imports 
and exports and to the elimination of import tariff preferences. These negotia- 
tions shall proceed in accordance with the following rules: 

(a) Prior international commitments shall not be permitted to stand in 
the way of negotiations with respect to tariff preferences, it being understood 
that action resulting from such negotiations shall not require the modifica- 
tion of existing international obligations, except by agreement between the 
contracting parties or, failing that, by termination of such obligations in 
accordance with their terms. 

(b) All negotiated reductions in most-favoured-nation import tariffs shall 
operate automatically to reduce or eliminate margins of preference. 

(c) The binding or consolidation of low tariffs or of tariff-free treatment 
shall in principle be recognized as a concession equivalent in value to the 
substantial reduction of high tariffs or the elimination of tariff preferences. 

(2) Each Member participating in negotiations pursuant to paragraph (1) 
shall keep the Organization informed of the progress thereof and shall transmit 
to the Organization a copy of the agreement or agreements incorporating the 
results of such negotiations, 

(3) If any Member considers that any other Member has failed, within a 
reasonable period of time, to fulfill its obligations under paragraph (1), such 
Member may refer the matter to the Organization, which shall make an investiga- 
tion and make appropriate recommendations to the Members concerned. The 
Organization, if it finds that a Member has, without sufficient justification, having 
regard to the provisions of the Charter as a whole, failed to negotiate with such 
complaining Member in accordance with the requirements of paragraph (1), may 
determine that the complaining Member, or in exceptional cases the Member of 
the Organization generally, shall, notwithstanding the provisions of Article 14, 
be entitled to withhold from the trade of the other Member any of the tariff 
benefits which the complaining Member, or the Members of the Organization 
generally as the case may be, may have negotiated pursuant to paragraph (1). 
If such benefits are in fact withheld so as to result in the application to the trade 
of the other Member of tariffs higher than would otherwise have been applicable, 
such other Member shall then be free, within sixty days after such action is taken, 
to withdraw from the Organization upon the expiration of sixty days from the 
date on which written notice of such withdrawal is received by the Organization. 
The provisions of this paragraph shall operate in accordance with the provisions 
of Article 67. 
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Section C—Quantitative Restrictions and Exchange Control 
ARTICLE 25 


General Elimination of Quantitative Restrictions 

(1) Except as otherwise provided in this Chapter, no prohibition or restriction, 
other than duties, taxes or other charges, whether made effective through quotas, 
import licenses or other measures, shall be imposed or maintained by any Mem- 
ber on the importation of any product of any other Member or on the exportation 
or sale for export, of any product destined for any other Member. 

(2) The provisions of paragraph (1) shall not extend to the following: 

(a) Prohibitions or restrictions on imports or exports imposed or main- 
tained during the early post-war transitional period, which are essential to 

(i) the equitable distribution among the several consuming countries of 
products in short supply, whether such products are owned by private 
interests or by the government of any Member; or 

(ii) the maintenance of war-time price control by a country undergoing 
shortages subsequent to the war; or 

(iii) the orderly liquidation of temporary surpluses of stocks owned or 
controlled by the government of any Member or of industries developed in 
the territory of any Member owning to the exigencies of the war, which it 
would be uneconomic to maintain in normal conditions: 

(b) Export prohibitions or restrictions temporarily imposed to relieve 
critical shortages of food-stuffs or other essential products in the exporting 
country. 

(c) Import and export prohibitions or restrictions necessary to the ap- 
plication of standards for the classification and grading of commodities in 
international commerce. If, in the opinion of the Organization, the stand- 
ards adopted by a Member under this sub-paragraph are likely to have an un- 
duly restrictive effect on trade, the Organization may request the Member to 
revise the standards. 

Provided that it shall not request the revision of standards internationally 
agreed under paragraph (6) of Article 22. 

(d@) Export or import quotas imposed under intergovernmental commodity 
agreements concluded in accordance with the provisions of Chapter VII. 

(e) Import restrictions on any agricultural or fisheries product, imported 
in any form, necessary to the enforcement of governmental measures which 
operate 

(i) to restrict the quantities of the like domestic product permitted 
to be marketed or produced ; or 

(ii) to remove a temporary surplus of the like domestic product by 
making the surplus available to certain groups of domestic consumers 
free of charge or at prices below the current market level. 

(f) Any Member imposing restrictions on the importation of any product 
pursant to sub-paragraph (e) shall give public notice of the total quantity or 
value of the product permitted to be imported during a specified period and 
of any change in such quantity of value Provided that any supplies of the 
product in question, which were en route at the time at which public notice 
was given, shall not be excluded but may be counted, so far as practicable, 
against the quantity permitted to be imported in the period in question.” 
Moreover any restrictions imposed under (i) of sub-paragraph (e) shall not 
be such as will reduce the total of imports relative to the total of domestic 
production, as compared with the proportion which might reasonably be 
expected to rule between the two in the absence of the restrictions. In de- 
termining this proportion the Member shall pay due regard to the proportion 
prevailing during a previous representative period and to any special factors 
which may have affected or may be affecting the trade in the product con- 
cerned. The Member shall consult with any other Members which are 
interested in the trade in question and which wish to initiate such consul- 
tations. 

(7) Import and export prohibitions or restrictions imposed on private 
trade for the purpose of establishing a new or maintaining an existing 
monopoly of trade for a state-trading enterprise operated under Articles 31, 
82 and 33. 


19 The words in square brackets should be retained only if the matter is not fully covered 
in Article 21. 
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ARTICLE 26 


Restrictions to Safeguard the Balance of Payments 


(1) Members may need to use import restrictions as a means of safeguarding 
their external financial position and as a step towards the restoration of equilib- 
rium on a sound and lasting basis, particularly in view of increased demand for 
the imports needed to carry out their domestic employment, reconstruction, devel- 
opment or social policies. Accordingly, notwithstanding the provisions of Article 
25, Members may restrict the quantity or value of merchandise permitted to be 
imported insofar as this is necessary to safeguard their balance of payments and 
monetary reserves. The use of import restrictions under this paragraph shall 
conform to the conditions and requirements set out in paragraphs (2), (3) and 
(4). 

(2) Members undertake to observe the following principles in the use of such 
restrictions: 

(a) To refrain from imposing new or intensifying existing restrictions 
except to the extent necessary (having due regard to any special factors 
which may he affecting the level of the Member’s reserves, to any commit- 
ments or other circumstances, which may be affecting its need for reserves, 
or to any special credits or other resources which may be available to protect 
its reserves 

(i) to stop or to forestall the imminent threat of a serious decline in 
the level of monetary reserves; or 

Provided that restrictions under (iii) of this subparagraph may be 
imposed by any Member only after consultation with other interested 
Members with a view to appropriate international action. Import and 
export prohibitions and restrictions imposed or maintained under this 
sub-paragraph shall be removed as soon as the conditions giving rise to 
them have ceased, and in any event, not later than 1 July 1949. 

Provided that this period may, with the concurrence of the Organiza- 
tion, be extended in respect of any product for further periods not to 
exceed six months each. 

(ii) in the case of a Member with very low monetary reserves to 
achieve a reasonable rate of increase in its reserves, 

(b) To eliminate the restrictions when conditions would no longer justi- 
fy the imposition of new restrictions under sub-paragraph (a), and to relax 
them progressively as such conditions are approached. 

(c) Not to carry the imposition of new import restrictions or the intensi- 
fication of existing restrictions under sub-paragraph (a) to the point at 
which it involves the complete exclusion of imports of any class of goods, 

(3) (a) Any Member which, while not imposing restrictions under paragraplis 
(1) and (2), is considering the need for the imposition of restrictions, before im- 
posing such restrictions (or, in conditions in which previous consultation is im- 
practical, as soon as possible after inposing such restrictions) shall consult with 
the Organization as to the nature of its balance of payments difficulties, the 
various corrective measures which may be available and the possible effects of 
such measures on the economies of other Members. The Organization shall invite 
the International Monetary Fund to participate in such consultations. No Mem- 
ber shall be required during these discussions to indicate in advance the choice 
or timing of any particular measures which it may ultimately determine to 
adopt. 

(bv) The Organization may at any time invite any Member which is imposing 
import restrictions under paragraphs (1) and (2), to consult with it about the 
form and extent of the restrictions and shall invite a Member substantially in- 
tensifying such restrictions to consult accordingly within thirty days. Members 
agree to participate in such discussions when so invited. In the conduct of such 
discussions the Organization shall consult the International Monetary Fund 
and any other appropriate inter-governmental organizations, in particular in re- 
rard to the alternative methods available to the Member in question of meeting 
its balance of payments difficulties. The Organization under this sub-paragraph, 
shall, within two years of its institution, review all restrictions existing at its 
institution and subsequently maintained under paragraphs (1) and (2). 

(c) Any Member applying or intending to apply restrictions on imports under 
paragraphs (1) and (2) may, if it so desires, consult with the Organization with 
a view to obtaining the previous approval of the Organization for restrictions 
which it intends to maintain or to impose or for the maintenance or imposition 
in the future of restrictions under specified conditions. The Organization shall 
invite the International Monetary Fund to participate in the consultations. Asa 
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result of such consultations the Organization may approve in advance the main- 
tenance, imposition or intensification of import restrictions by the Member in 
question insofar as the general extent, degree and duration of the restrictions are 
concerned. To the extent to which such approval has been given, the action 
of the Member imposing restrictions shall not be open to challenge under sub- 
paragraph (d) insofar as it relates to action taken in conformity with para- 
graphs (1) and (2). 

(d@) Any Member, which considers that any other Member is applying import 
restrictions under paragrephs (1) and (2) in a manner inconsistent with the 
provisions of those paragraphs or of Articles 27 or 28, or in a manner which 
unnecessarily damages its commercial interests, may bring the matter for dis- 
cussion to the Organization. The Member imposing the restrictions shall then 
participate in discussion of the reasons for its action. The Organization shall, if 
it is satisfied that there is prima facie case that the complaining Member's in 
terests are adversely affected, consider the complaint. It may then, after con- 
Sultation with the International Monetary Fund on any matter falling within 
the competence of the Fund, recommend the withdrawal or modification of re- 
strictions which it determines are being applied in a manner inconsistent with 
the provisions of paragraphs (1) and (2) or of Articles 27 or 28 or in a manner 
which unnecessarily damages the commercial interests of another Member. If 
restrictions are not withdrawn or modified in accordance with the recommenda 
tion of the Organization within sixty days, such other Members shall be released 
from such obligations incurred under this Charter towards the Member applying 
the restrictions as the Organization may specify. 

(e) The Organization in reaching its decision under subparagraph (d) shall 
not recommend the withdrawal or general relaxation of restrictions on the 
ground that the existing or prospective balance of payments difficulties of the 
Member in question could be avoided by a change in that Member’s domestic em 
ployment, reconstruction, development or social policies. Members agree, how- 
ever, that in carrying out such domestic policies they will pay due regard to the 
need to restore sound and lasting equilibrium in their balances of payments. 

(4) In giving effect to the restrictions on imports imposed under this Article, 
a Member may select imports for restriction on the grounds of essentiality in 
such a way as to promote its domestic employment, reconstruction, development 
or social policies. In so doing the Member shall avoid all unnecessary damage 
to the commercial interest of other Members and will accept an invitation to 
consult with any other Member which considers its interests to be so damaged 

(5) If there is persistent and widespread application of quantitative import 
restrictions under this Article, indicating the existence of a general disequilibrium 
which is restricting international trade, the Organization shall seek consultation 
with the International Monetary Fund. The Organization may then, in collab- 
oration throughout with the International Monetary Fund, initiate discussions to 
consider whether other measures might not be taken, either by those countries 
whose balances of payments are under pressure or by those countries whose bal 
ances of payments are tending to be exceptionally favourable, or by any appro 
priate inter-governmental agency or organization” to remove the underlying 
causes of the disequilibrium. Members agree that they will take part in such 
discussions, 

(6) Throughout this Section the phrase “quantitative import restrictions” 
includes the restriction of imports by state-trading organizations to an extent 
greater than that which would be permissible under Article 32 [provided that no 
Member shall be required to disclose information which would hamper the com- 
mercial operations of such a state-trading organization ].™ 

(7) Members recognize that in the early years of the Organization all of them 
will be confronted, in varying degrees, by problems of economic adjustment result 
ing from the war. During this period the Organization shall, when required to 
take decisions under this Article or under Article 28, take full account of the 
difficulties of post-war adjustment. 


ARTICLE 27 


No Discriminatory Administration of Quantitative Restrictions 


(1) Subject to the provisions of Article 28, no prohibition or restriction shall 
be applied by any Member pursuant to this Section on the importation of any 

2 The phrase “inter-governmental agency or organization” is intended to include the 
Economic and Social Council of the United Nations 

2 The words in square brackets should only be retained if the matter is considered not 
to be adequately covered in the Articles dealing with state-trading organizations. 
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product of any other Member or on the exportation of any product destined for 
any other Member unless the importation of the like product of all third coun- 
tries or the exportation of the like product to all third countries, is similarly 
prohibited or restricted. 

(2) Pursuant to the principle set forth in paragraph (1), Members undertake 
in applying import restrictions to observe the following provisions: 

(a) Wherever practicable global quotas (whether allocated among sup- 
plying countries or not) should be fixed, and notice given of their amount 
in accordance with sub-paragraph (8) (0). 

(b) Where global quotas are not practicable, import restrictions may be 
applied by means of import licences without a global quota. 

(c) Import licences or permits which may be issued in connection with 
import restrictions (whether or not within the limits of global quotas) shall 
not, save for purposes of operating quotas allocated in accordance with 
sub-paragraph (d), require or provide that the licence or permit be utilized 
for the importation of the product concerned from a particular country or 
source. 

(d) In cases where these methods of licensing are found impracticable or 
unsuitable, the Member concerned may apply the restrictions in the form 
of a quota allocated among supplying countries In that event the shares 
of the various supplying Members should in principle be determined in 
accordance with commercial considerations such as, e. g., price, quality and 
customary sources of supply. For the purpose of appraising such commer- 
cial considerations, the Member applying the restrictions may seek agree 
ment with respect to the allocation of shares in the quota with all other 
Members having a substantial interest in supplying the product concerned. 
In cases where this method is not reasonably practical, the Member con- 
cerned should allot to Members having a substantial interest in supplying 
the product shares based upon the proportions of the total quantity or value 
of the product supplied by such Members during a previous representative 
period, due account being taken of any special factors which may have 
affected or be affecting the trade in the product. 

(e) No conditions or formalities shall be imposed, which would prevent 
any Member from utilizing fully the share of any such total quantity or 
value which has been allotted to it, subject to importation being made within 
any prescribed period to which the quota may relate. 

(3) (a) In cases where import licences are issued in connection with import 
restrictions, the Member applying the restriction shall provide, upon the request 
of any Member having an interest in the trade in the product concerned, all 
relevant information as to the administration of the restriction, the import 
licences granted over a past recent period and as to the distribution of such 
licences among supplying countries Provided, however, that there shall be no 
obligation to supply information as to the names of importing or supplying 
enterprises. 

(b) In the case of import restrictions involving the fixing of quotas (whether 
or not allocated among supplying countries), the Member applying the restric- 
tions shall give public notice of the total quantity or value of the product or 
products, which will be permitted to be imported during a specified future period 
and of any charge in such quantity or value. 

(c) In the case of quotas allocated among supplying countries, the Member 
applying the restriction shall promptly inform all other Members having an 
interest in supplying the product concerned of the shares in the quota, by quan- 
tity or value, currently allocated to the various supplying countries. 

(4) With regard to restrictions imposed in accordance with sub-paragraph 
(2) (d) or under sub-paragraph 2 (e) of Article 25, the selection of a repre- 
sentative period for any product and the appraisal of any special factors affecting 
the trade in the product shall be made initially by the Member imposing the 
restriction Provided that such Member shall, upon the request of any other 
Member having a substantial interest in supplying that product or upon the 
request of the Organization, consult promptly with the other Member or with 
the Organization regarding the need for an adjustment of the base period selected 
or for the re-appraisal of the special factors involved. 

(5) The provisions of this Article shall apply to any tariff quota established 
or maintained by any Member. 
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ARTICLE 28 


Exceptions from the Rule of Non-Discrimination 
(1) The provisions of this Section shall not preclude 
(a) restrictions with equivalent effect to exchange restrictions authorized 
under Section 3 (b) of Article VII of the Articles of Agreement of the Inter- 
national Monetary Fund: 
(b) prohib.tions or restrictions in accordance with sub-paragraphs (2) (a) 
(i) or (2) (4) of Article 25; 
(c) conditions attaching to exports which are necessary to ensure that 
an exporting country receives for its exports its own currency or the cur- 
rency of any member of the International Monetary Fund specified by the 
exporting country ; 
(d) restrictions in accordance with Article 26 which either 
(i) are applied otherwise consistently with Article 27 against im- 
ports from other countries by a group of territories with common quota 
in the International Monetary Fund or 
(ii) assist in the period until 31 December 1951, by measures not 
involving substantial departure from the provisions of Article 27, a 
country whose economy has been disrupted by war or both 
(iii) provide a Member with additional imports above the maximum 
total of imports which it could afford in the light of the conditions in 
paragraph (2) of Article 26, if its restrictions were consistent with 
Article 27, and 
(iv) have equivalent effect to exchange restrictions, which are per- 
mitted to that Member under the Articles of Agreement of the Inter- 
national Monetary Fund or under the terms of any special exchange 
agreement, which may have been made between the Member and the 
Organization under Article 29 
Provided that a Member, which is not imposing restrictions on payments 
and transfers for current international transactions, may apply import 
restrictions under (iii) of this sub-paragraph in special circumstances and 
only with the prior approval of the Organization in agreement with the 
International Monetary Fund. 

(2) If the Organization finds, after consultation with the International Mone- 
tary Fund on matters within the competence of the Fund, that import restric- 
tions or exchange restrictions on payments and transfers in connection with im- 
ports are being applied by a Member in a discriminatory manner inconsistent 
with the exceptions provided under this Article or in a manner which discrimi- 
nates unnecessarily against the trade of another Member, the Member shall 
within sixty days remove the discriminations or modify them as specified by 
the Organization 

Provided that a Member may, if it so desires, consult with the Organization 
to obtain its previous approval for discriminations, under the procedure set 
forth in paragraph (8) (c) of Article 26 and to the extent that such approval 
is given, the discriminations shall not be open to challenge under this paragraph. 

(8) When three-quarters of the Members of the Organization have accepted 
the obligations of Article VIII of the Articles of Agreement of the International 
Monetary Fund, but in any event before 31 December 1951, the Organization shall 
review the provisions of this Article, in consultation with the International 
Monetary Fund, with a view to the earliest possible elimination of discrimina- 
tions, under sub-paragraphs (1) (d) (iii) and (iv) of this Article, which restrict 
the expansion of world trade. 


ARTICLE 29 
Exchange Arrangements 

(1) The Organization shall seek co-operation with the International Monetary 
Fund to the end that the Organization and the Fund may pursue a co-ordinated 
policy with regard to exchange questions within the competence of the Fund and 
questions of quantitative restrictions or other trade measures within the compe- 
tence of the Organization. 

(2) Members agree that they will not seek by exchange action to frustrate 
the purposes of this Charter and that they will not seek by trade action to frus- 
trate the purposes of the Articles of Agreement of the International Monetary 
Fund. 
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(3) In order to avoid the imposition of trade restrictions and discriminations 
through exchange techniques and in order to avoid the danger of conflicting 
jurisdiction between the Organization and the International Monetary Fund in 
exchange matters, Members of the Organization shall also undertake member- 
ship of the International Monetary Fund ~ Provided [that any country, which is 
willing to join the Organization but unwilling to join the International Monetary 
lund, may become a Member of the Organization if it enters into a special 
exchange agreement with the Organization, which would become part of its 
obligations under this Charter, and Provided further] that a Member of the 
Organization, which ceases to be a member of the International Monetary Fund, 
shall forthwith enter into a special exchange agreement with the Organization, 
which shall then become part of its obligations under this Charter. 

(4) A special exchange agreement between a Member and the Organization 
under paragraph (8) must provide to the satisfaction of the Organization, in 
collaboration throughout with the International Monetary Fund, that the pur- 
poses common to the Organization and the Fund will not be frustrated as a result 
of action in exchange matters by the Member in question. 

(5) A Member, which has made a special exchange agreement under para 
graph (3) of this Article, undertakes to furnish the Organization with such 
information as it may require, within the general scope of Section 5 of Article 
VIII of the Articles of Agreement of the International Monetary Fund, in order 
to carry out its functions relating to this special exchange agreement. 

(6) The Organization shall seek and accept the opinion of the International 
Monetary Fund whether action by the Member in exchange matters is permis- 
sable under the terms of the special exchange agreement and shall act in collabo 
ration with the International Monetary lund on all questions which may arise 
in the working of a special exchange agreement under this Article. 








Section D.—Subsidiecs 


ARTICLE 30 


General Undertaking regarding Subsidies—Elimination of Export Subsidies— 
Exceptions 

(1) Except as provided in paragraphs (2) and (4) of this Article, if any 
Member establishes or maintains any subsidy, including any form of income 
or price support, to the domestic producers of any product, which operates to 
increase the exports of such product from or to reduce the imports of such prod- 
uct into, its territory, sach Member shall notify the Organization in writing as to 
the extent and nature of the subsidization, as to the anticipated effect of the 
subsidization on the quantity of the product imported into and exported from 
the territory of the Member and as to the conditions making the subsidization 
necessary. In any case in which it is determined that serious prejudice to the 
interest of any Member is caused or threatened by the operation of any such 
subsidization, the Member granting the subsidization shall undertake to discuss 
with the other Member or Members concerned or with the Organization the 
possibility of limiting the subsidization. 

(2) Except as provided in paragraph (4), no Member shall grant, directly 
or indirectly, any subsidy on the exportation of any product or establish or 
maintain any other system, which results in the sale of such product for export 
at a price lower than the comparable price charged for the like product to buyers 
in the domestic market, due allowance being made for differences in conditions 
and terms of sale, for differences in taxation and for other differences affecting 
price comparability. The preceding sentence shall not be construed to prevent 
any Member from exempting exported products from duties or taxes imposed 
in respect of like products when consumed domestically or from remitting such 
duties or taxes which have accrued, The use of the proceeds of such duties or 
taxes to make payments to domestic producers would be considered as a case 
under paragraph (1). Members shall give effect to the provisions of this para- 
graph at the earliest practicable date, but in any event not later than three years 
from the day on which this Charter enters into force. If any Member considers 
itself unable to make the provisions of this paragraph effective in respect of any 
specified product or products upon the expiration of that period, such Member 
shall, at least three months before the expiration of that period, give to the 
Organization a notice in writing to that effect, accompanied by a complete anal- 


*2 See Part II, Chapter III, Section C, sub-paragraph 4 (d). 
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ysis of the practices in question and the facts justifying them and an ind 
as to the extension of the period desired It shall then be determined whether 
the extension requested should be made 

(3) A system for the stabilization of the domestic price of a primary product 
which sometimes results in the sale of the product for export at a price vel 
than the comparable price charged for the like product to buyers in the cd 
market, may be determined by the Organization not to be a subsidy ¢« exporta 
tion under the terms of paragraph (2), if it has at times resulted in the sa 
of the product for export at pri ! er than the comparable price « rged 
for the like produ to domest buyers and if the system is so « rated, eithel 
because of the effective limitation of production or otherwise, as not to i 
stimulate exports or otherwise seriousl nrejindice the interest of other men 
bers | 

(4) (a) In any case of subsidizatior fa primary commodit whether fallir 
under paragraph (1) or paragraph (2 if a Member ce iders that its teres 
is seriously prejudiced by the subsidy or if the Member granting the subsidy 
considers itself unable to comply i the provisions of paragraph (2) with 
the time limit laid down therein, the difficeu I \ e deemed to |} STe* 
difficulty of the kind referred to in Cl ter VII ad iit ¢ nt, the m ed 
laid down in that Chapter sl | be followed 

(b) If it is determined that the ensures m | ned j snl aragray (a) 
have not succeeded or do not promise to succee vithin a re ible of 
time, in removing, or preventin he development of a burdensome d 
of the primary product concerned, the requireme f para s (1) a 
shall cease to apply in respect of such prod s from tl effective date of 
such determination, and sha oO e re-apy ! espect of such produc i} 
a date determined in accordance with proc I S roved by the Ore 

(c) Notwithstanding the provisions of para iph (2 and sub-par raph 
(4) (Bb), no Member shall grant ai subsidy on the exportation of any prima 
product, which has the effect of acquiring for that Member a share of worl 
trade in that product in excess of the share which it had during a previou 
representative period, account being taken in so far as practicable of any specia 
factors which may have affected or may he affecti the trade in that prod 
The selection of a representative period for product and the pprais f 





in the product shall be made initially 
by the Member granting the subsidy Provided that such Member shall, upon the 


any special factors affecting the 


request of any other Member having an important interest in the trade in that 
product, or upon the request of the Organizatic consult promptly with the 
other Member or with the Organization regarding the need for an adjustment 


of the base period selected or for the re-appraisal of the special factors involved 
(5) Any determination required by or appropriate to the operation of this 
Article shall be made under procedures established by the Organization in ac 
} 


cordance with paragraph (6) of Article 66 


Section BE. State Trading 
I ' 

Non-discriminatory Administrati of State-Tre By ter prise 

(1) If anv Membe establishes or maintains a state enterprise, wherever 
located, which imports, exports, purchases, sells or distributes any product or 
if any Member grants exclusive or special privileges, formally or in effect, to 
any enterprises to import, export, purchase, sell, [distribute, or produce any 
product, [and exercises effective control over the trading operations of such 
enterprise],” the commerce of other Members shall be accorded treatment * 


less favourable than that accorded to the commerce of any country, other than 
that in which the enterprise is located, in respect of the purchase or sale by 
such enterprises of any product To this end such enterprise shall, in makin 


its external purchases or sales of any product, be influenced solely by « met 
cial considerations, such as price, quality, market-ability, transportation and 
other terms of purchase or sale and also differential customs treatment The 


Member maintaining such state enterprise or granting exclusive or special 
privileges to an enterprise shall make available such information as may be 
appropriate in connection with the consultation provided in Article 35 





See Part II, Chapter III, Section D, paragraph (x) of sub-paragraph 1 (4) 
* See Part II, Chapter III, Section E, paragraph (ii) of sub-paragraph 1 (a) 


39888—54—pt. 4 29 
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(2) The foregoing provisions of this Article relate to purchases by state enter- 
prises for re-sale. With respect to purchases by state enterprises for govern 
mental use and not for re-sale Members agree to accord to the commerce of 
other Members fair and equitable treatment having full regard to all relevant 
circumstances, 

(3) For the purposes of this Article a state enterprise shall be understood 
to be any enterprise over whose operations the government of a Member exer- 
cises effective control. 


ARTICLE 32 


Expansion of Trade by State Monopolies of Individual Products 


(1) If any Member [other than a Member subject to the provisions of Article 
33] establishes, maintains or authorizes, formally or in effect, a complete or 
substantially complete monopoly of the importation of any product, such Mem- 
ber shall, upon the request of any other Member or Members having an interest 
in trade with that Member in the product concerned, enter into negotiations with 
such Member or Members, in the manner provided for in respect of tariffs 
under Article 24, with regard to 

(a) in the case of an import monopoly, the maximum margin by which 
the price for an imported product charged by the monopoly in the home mar 
ket may exceed the landed cost, before payment of any duty. of such product 
purchased by the monopoly from suppliers in the territories of Members; or 

(b) in the case of an export monopoly, the maximum margin by which 
the price for a product charged by the monopoly to purchasers in the terri- 
tories of such Members may exceed the price for such product charged by 
the monopoly in the home market 

after due allowance in either case for internal taxes, transportation, distribution 
and other expenses incident to purchase, sale or further processing and a reason- 
able margin of profit. For the purpose of applying these margins regard may be 
had, in respect of imports, to average landed costs and selling prices of the 
monopoly and, in respect of exports, to average prices charged by the monopoly 
for exports and sales in the home market respectively, over recent periods. 

(2) Members newly establishing any such monopoly in respect of any product 
shall not create a margin as defined above greater than that represented by the 
maximum rate of import or export duty which may have been negotiated in regard 
to that product pursuant to Article 24. With regard to any monopolized product 
in respect of which a maximum margin has been established pursuant to this 
Article, the monopoly shall as far as practicable and subject to the other pro- 
visions of this Charter 

(i) import from Members and offer for sale at prices charged within such 
maximum margins such quantities of the product as will be sufficient to sat- 
isfy the full domestic demand for the imported product, account being taken 
of any rationing of the product to consumers which may be in force at that 
time; and 

(ii) in the case of an export monopoly, offer for sale to purchasers in the 
territories of Members at prices charged within such maximum margins quan- 
tities of the product to the fullest extent that they can be made available 
for exportation. 

(3) In applying the provisions of this Article, due regard shall be had for the 
fact that some monopolies are established and operated solely for revenue 
purposes. 

ARTICLE 33 


[E.cpansion of Trade by Complete State Monopolies of Import Trade ™ 

Any Member establishing or maintaining a complete or substantially complete 
monopoly of its import trade shall promote the expansion of its foreign trade with 
the other Members in consonance with the purposes of this Charter. To this end 
such Member shall negotiate with the other Members an arrangement under 
which, in conjunction with the granting of tariff concessions by such other 
Members, and in consideration of the other benefits of this Chapter, it shall under- 
take to import in the aggregate over a period products of the other Members 
valued at not less than an amount to be agreed upon. This purchase arrangement 
shall be subject to periodic adjustment. ]} 


——— 


' See Part IT, Chapter ITT, Section E, sub-paragraph 2 (b). 
*® See Part II, Chapter III, Section E, paragraph 8. 
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Section F Emergency Provisions Consultation 


ARTICLE 34 


Eine rgency Action on Impo ts of Parti ular Products 


(1) If, as a result of unforeseen deevlopment 
neurred under or pursuant to this Chapter, an; oduet i ig imported 


tions i 
into the territory of any Member in such increased 


conditions as to cause or threaten serious injury to domestic producer f like or 
similar products (or, in the case of a product which is the sub) "a concession 
with respect to the pre nee, to producers in a territo! hi recel or re 

ceived such pre » ice), ‘ ! hall be f tk idraw t . ncessio or 
suspend the obligation, in 1 ’ ch product, in whole or in part, or to modify 


to prevent such 


eas may be necessary 
1 suant t p isions of para 
ng to the Or: { I I 
may be practicable : all at the Organization and the other Members 
ing a substantial interest as exporters of the product concerned, an opportunity 
to consult with it in respect of the proposed action. I ritical and exceptional 
circumstances such action may be taken provisionally without prior consultatic 
Provided that consultation sha e effected immediately following upon the 
taking of such a on if agreement among the interested Members with respect 
to the action is not reached, the Member which proposes to take or con 
tion shall, nevertheless, be free to do so, and if such action is taken or « 
the other affected 
action is taken, to suspend, upon the expiration of v days trom the 
which written notice of such suspension is received by the Organization, 
plication to the trade of the Members taking such action, of such substar 


equivalent obligations or concessions under this Chapter the suspension 


\ 


lembers ill tl ( e, not | ‘r tl sixty days a 


the Organization does not oppose In serious cases t] ‘vanizat 


ize an aftected Member to suspend concessions 01 atior n additi 
which may be substantially equivalent to the : nn originally taken 


ARTIC 


Impa 


d sympathet 


etic cor eration to, and will 
ultation regarding, ich representations 

be made by : ther Member with respect to the eration of customs 
tions and formalities, quantiti al “xchange reg 
tions, Sanitary la an ‘eguiations for the protecti of huma anil 
plant life or vs n venerally all matters affecting the operation of 
Chapter. 

2) If any Men * sl ‘onsider that any o * Member has ace 


measure, whether or not it contli With the rms of this Charter 
any situfation has arisen, which has the effect of nullifying or impairing 
object of this Charter, the Members concerned shall give sympathetic consic 


tion to such written representations or proposals as may be made witha vie 
effecting a satisfa 


tory adjustment of the matte If no such adjustment 


be effected, the matter may be referred to the Oreanization, which shall, 
investigation, and, if necessary, after consultation with the Economie and 
Council of t United Nations and any other appropriate inter-gove 
organizations, make ppropriate recommendations t the Members me 
The Organization, if it considers the case serious enough justify such 
may authorize a Member or Members to suspend the application to at 


Member or Members of such specified obligations or concessions under th lap 
ter as may be appropriate in the circumstances. If such obligations or cor 
cessions are in fact suspended, any affected Member shall then be free, not later 
than sixthy days after such action is taken, to withdraw from the Organization 
upon the expiration of sixty days from the date on which written notice by the 
Organization of such withdrawal is received. 
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ion G. Relations with Non-Members 


ARTICLI 


Contractual Relations with Non-Members Treatment of 
Vembers 


This subject will be further considered at a later stage.” 
Section H. General E.rceptions 
ARTICLE 
To be considered and drafted at a later stage 


Section I. Territorial ipplication 


ARTICLI 


Territorial Application of Chapter \ Customs Unions—F rontier Traffic 
(1) The provisions of Chapter V shall apply to the customs territories of 
Members If there are two or more customs territories under the jurisdiction 
of any Member, each such customs territory shall be considered as a separate 
Member for the purpose of interpreting the provisions of Chapter V 
(2) The provisions of Chapter V shall not be construed to prevent 
(a) advantages accorded by any Member to adjacent countries in order 
to facilitate frontier traflic; or 
(0) the formation of a union for customs purposes of any customs terri- 
tory of any Member and any other customs territory 
Provided that the duties and other regulations of Commerce imposed by 
any such union in respect of trade with other Members shall not on the 
whole be higher or more stringent than the average level of the duties and 
ations of commerce applicable in the constituent territories prior to the 
ation of such union 
Member proposing to enter into any union described in sub-paragraph 
shall consult with the Organization and shall make 
zation such information regarding the proposed union as 
nization to make such reports and recommendations to Members 
deem appropriate 
+) The Members recognize that there may n exceptional cireun 
justification for new preferential arrangements requiring an exceptiol! 
provisions of Chapter V. Any such exception shall be subject to approv: 
Organization pursuant to paragraph (2) of Article 66, 
rr the purpose of this Article a customs territory shall be understood to 
f within which separate tariffs or other reg 
ned with respect to a substantial part of the trade of such area. 
customs territories for customs purposes shall be understood to me: 


ulations of commerce 


» substitution of a single customs territory for two or more customs territories, 

tariffs and other restrictive regulations of commerce as between the 

territories of members of the union are substantially eliminated and substantially 

the same tariffs and other regulations of commerce are applied by each of the 
members of the union to the trade of territories not included in the union. 


CHAPTER VI—RESTRICTIVE BUSINESS PRACTICES 


ARTICLE 89 


Policy Toward Restrictive Business Practices 

(1) Members agree to take appropriate measures, individually and through 
the Organization, to prevent in international trade, business practices which 
restrain competition, limit access to markets or foster monopolistic control 
whenever such practices have harmful effects on the expansion of production and 
trade and the maintenance in all countries of high levels of real income, or ou 
any of the purposes of the Organization set forth in Article 1. 

(2) Without limiting the generality of paragraph (1), Members agree that the 
practices listed in paragraph (3) below, when they are engaged in or are made 
effective by 


II, Section F 
II, Section B 


See Part II, Chapter I 
rt Tz, C2 I 


23 See Par lapter 
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STO¢ 








(a) an internat 


commercial enterpris 





mercial enterprise mong pu 


agencies of government or enterprises vhich th 





contre 


ment 
(Db) 


wien 








anit 





tive control of international trade, among a nul 





one or more products, shal! be subje to investigation, in accordance \ 
the procedure provided by the subsequent Articles this Chapt if the Org 
ization considers them to have or to be about to have uch harmful effects as 
are described in paragraph (1) 
(3) The practices referred to in paragraph (2) are as follows 
(a) fixing prices or terms or conditions f e observed in dealing with 
others in the purchase, sale or lease of any product 
(b) exeluding enterprises from any territorial market or field of business 
activity, allocating or dividing any territori markets or field of business 
activity, allocating customers, or fixing sales or purchase quotas; 
(c) boyeotting or discriminating against particular enterprises ; 
(d) limiting production or fixing production quotas 
(ec) suppressing tech gv or inventio whether patented or unpatented 
(7) extending the use of rights under patents, trade marks or copyrights to 


conditions of 


of the aut 








(a) Arrange, if it considers such action to be justified for particular Members 
to take part in a conference requested by any Member which considers that any 
specific practices exist which have or are about to have the effect described in 
paragraph (1) of Article 59 

(b) Consider each written complaint submitted by any Member or, with the 
permission of a Member, submitted by any affected person, organization or busi 
ness entity within that Member’s jurisdiction liming that specifie prac es 
exist which have or are about to have the effect described in paragraph (1) of 
Article 39, and prescribe the minimum informatio! o be cluded in such com 
plaints 

(c) Request each Member concerned to obtain such information as e (nN 
ganization may deem necessary, includi for example, statements from com 
mercial enterprises within its jurisdiction and then determine whether further 


investigation is justified 

(d@) If it is considered that further investigation is justified, notify all Members 
of each such complaint, request the complainant or any Member to provide 
such information relevant to the complaint us it may deem necessary and con 
duct or arrange for hearings at which any Meml ind the parti alleged to 
itv to be heard 
whether the practices in 
Article 39 


and the information on which 


have been engaged in the practice will 
i 


(ce) Review all information and come 





i 
question have the effect described in paragray 
(f) Report to all Members the findings reaches 


such findings are based If it finds that the practices have had the effect de 
scribed in paragraph (1) of Article 39, request each Member concerned to take 
every possible action to prevent the continuance or recurrence of the practices, 
and at its discretion recommend to the Members concerned remedial measures 


to be carried out in accordance with their respective laws and procedures 

(7) Request all Members concerned to report fully the action they have taken 
to achieve these results 

(h) Prepare and publish, as expeditiously as possible after enquiries have 
been completed, reports on all complaints dealt with under sub paragraph (d), 
showing fully the findings reached, the information on which such findings are 
base’ ond the action which Members concerned have been recommended to ta 
Provided that publication of such reports or of any portion thereof may be with- 
held if it deems this course justified Provided also that the Organization shall 





not, if a Member so request, disclose to any person confidential information fur 
hished by that Member which would materially damage the legitimate business 


interests of a commercial enterprise 
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(i) Report to all Members and make public if it is deemed desirable, the action 
which has been taken by the Members concerned to achieve the results described 
in sub-paragraph (f). 


ARTICLI +1 





Studies Relating to Restrictive Business Practices 
The Organization shall be authorised to 


(a) Conduct studies, either on its own initiative or at the request of any Mem- 
ber, or of the United Nations or of any specialized agency relating to 

(i) types of restrictive business practices in international trade; 

(ii) conventions, laws and procedures such as those concerning incorpora 
tion, compan registration, investments, securities, prices, markets, fair 
trade practices, trade marks, copyrights, patents and the exchange and de 
velopment of technology, in so far as they are relevant to restrictive business 
practice ind to request information from Members in connection ith 
uch studie 

(b) Make recommendations to Members concerning such conventions, laws 
and procedures as are relevant to their obligations under this Chart 

(c) Arrange conferences, when requested by Members, for purpose of gen 
eral consultation on any matters relating to restrictive business practices 


ARTICLE 42 


Ob! gations of Mi mher 


(1) In order to implement the preceding Articles of this Chapter, each Mem- 

ber undertakes to 

(a) Take all possible steps by legislation or otherwise to ensure that 

private and public commercial enterprises within its j 

gage in practices which have the effect described 
Article 39; and 

() to take the fullest account of the Organization’s findings, requests 

and recomendations made under sub-paragraph (f) of Article 40, in the 

light of its obligations under Article 39, in considering the initiation of 


action in accordance with its system of law and economic organization to 


} 
i 





paragraph (1) of 


prevent within its jurisdiction the continuance or recurrence of any prac- 
tices Which the Organization finds to have had the effect described in para- 
graph (1) of Article 39. 

(2) Establish procedures to deal with complaints, conduct investigations, 
prepare information and reports requested by the Organization and generally 
assist in preventing practices which have the effect described in paragraph (1) 
of Article 39, these measures to be taken in accordance with the particular sys- 
tem of law and economie organization of the Member concerned 

(3) Conduct such investigations as may be necessary and practicable to secure 
information requested by the Organization or to prevent practices which have 
the effect described in paragraph (1) of Article 39. 

(4) Furnish to the Organization, as promptly as possible and to the fullest 
extent feasible, such information as is requested by the Organization under 
sub-paragraphs (c), (d) and (9) of Article 40 and under sub-paragraph (a) of 
Article 41, provided that confidential information affecting national security 
or production technique may be withheld. 

(5) Report, as requested by the Organization under sub-paragraph (g) of 
Article 40, the action taken, independently or in concert with other Members, to 
implement recommendations made by the Organization under sub-paragraph (f) 
of Article 40, and, in cases in which no action is taken, to explain to the Organi- 
zation the reasons therefor and discuss the matter further with the Organization 
if requested to do so. 

(6) Take part in conferences upon the request of the Organization in accord- 
ance with sub-paragraph (c) of Article 41. 


ARTICLE 43 


Supplementary Enforcement Arrangements 
(1) Members may, by mutual accord, co-operate with each other in pro- 
hibitive, preventative or other measures for the purpose of making more effec- 
tive any remedial order issued by a duly authorized agency of any Member in 
furtherance of the objectives of this Chapter. 
(2) Members participating in such co-operative actions shall notify the Or- 
ganization. 
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ARTICLE 44 


Continued Effectiveness of Domestic Measures Against Restrictive Business 
Practices 
Any act or failure to act on the part of the Organization shall not preclude 
any Member from enforcing any national statute or de 
preventing monopoly or restraint of trade. 


ree directed towards 


ARTICLE 45 


haree ptions to the Provisions of this ¢ hapte rT 
(1) The undertakings expressed in this Chapter shall not apply to 
(a) inter-governmental commodity agreements meeting the requirements 
of Chapter VII; 
(b) the international agreements excepted in Article 59. 
(2) Notwithstanding the foregoing the Org¢anization may in 
make recommendations to Members and to appropriate inter-governm 
ganizations concerning any features of the agreements referred to 
paragraph (1) (0) which may have the effect described in paragraph 
Article 39. 


CHAPTER VII—INTER-GOVERN MENTAL COMMODITY ARRANGEMENTS 
Section A. General Considerations 


ARTICLE 46 


General Statement on Difficulties Relating to Prima y Commodities 


Members recognize that the relationship between production and consumption 
of some primary commodities may present special difficulties. These special 
difficulties are different in character from those which manufactured goods 
present generally. They arise out of such conditions as the disequilibrium 
between production and consumption, the accumulation of burdensome stocks 
and pronounced fluctuations in prices. They may have a seriously adverse effect 
on the interests of both producers and consumers. Moreover they may have 
widespread repercussions which would jeopardize the general policy of economic 
expansion. 

ARTICLE 47 
Objectives of Inter-governmental Commodity Arrangements 

Members agree that inter-governmental commodity arrangements may be 
employed to achieve the following objectives : 

(1) To enable countries to find solutions to the special commodity diffi- 
culties referred to in Article 46 without resorting to action inconsistent with 
the purposes of the Charter. 

(2) To prevent or alleviate the serious economic problems which may 
when production adjustments cannot be effected by the free play of mat 
forces as rapidly as the circumstances require. 

(3) To provide, during the period which may be necessary, a framework 
for the consideration and development of measures which will have as their 
purpose economic adjustments designed to promote the expansion of con- 
sumption or a shift of resources and manpower out of over-expanded indus- 
tries into new and productive occupations 

(4) To moderate pronounced fluctuations in the price of a primary com- 
modity above and below the level which expresses the long term equilibrium 
between the forces of supply and demand. 

(5) To maintain and develop the natural resources of the world and protect 
them from unnecessary exhaustion. 

(6) To provide for expansion in the production of a primary commodity 
which is in such short supply as seriously to prejudice the interests of 
consumers. 
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Section B. Inter-governmental Commodity Arrangements in General 





ARTICLE 


18 


Special Commodity Studies 


(1) A Member or Members substantially interested in the production, consump 
tion or trade of a particular primary commodity shall be entitled, if they 
consider that special difficulties exist or are expected to arise regarding the 
commodity, to ask t 





iat a study of that commodity be made. 
(2) Unless it resolves that a prima facie case has not been established, the 
ganization shall promptly invite the Members substantially interested in the 
production, consumption or trade of the commodity to appoint representatives to 
a Study Group to make a study of the commodity. Non-Members having a 
similar interest may also be invited 

(3) The Study Group shall, in the light of an investigation of the root causes of 
the problem, promptly report its findings regarding the production, consumption 
and trade situation for the commodity If the Study Group finds that special 
difficulties exist or are expected to arise, it shall make recommendations to the 
Organization as to how best to deal with such difficulties. The Organization 
shall transmit promptly to Member any such findings and recommendations. 







Or 













ARTICLI 





Commodity Conferences 








(1) On the basis of the recommendations of the Study Group or on the basis 











information about the root causes of the proble n agreed to be adequate DY 
the Members substantially interested in the production, consumption or trade 
of a particular primary commodity, the Organization shall promptly at the re- 


quest of a Member having a substantial interest, or may, on its own initiative, 








convene an inter-governmental conference for the purpose of discussing measures 


aqesigi 


ied to meet the special difficulties which have been found to exist or are 
expected to arise 





~) Any Member having a substantial interest in the production, consumption 
or trade of tl commodity shall be entitled to participate in the Conference, 
and non-Members having a similar interest may be invited by the Organization 
to participate 






{ } 


3) If the Conference recommends to Members the adoption of any type of 





inter-governmental commodity arrangement, such arrangement shall conform 
to the prniciples stated in Article 51. 



















ARTICLE 50 





Relations With Specialized Agencies 


1) Competent specialized agencies, such as the Food and Agriculture Or 
ganization, shall be entitled 








1) to submit to the Organization any relevant study of a primary com- 








o ask that a study of a primary commodity be made. 





(2) The Organization may request any specialized agency, which it deems to 
be compentent, to attend or take part in the work of a Study Group or of a Com 
diity Conference 











ARTICLE 51 









General Principles of Inter-governmental Commodity Arrangements 


Members undertake to adhere to the following principles governing the opera 
tion of all types of inter-governmental commodity arrangements: 






(1) Such arrangements shall be open initially to participation by any 
Member on terms no less favourable than those accorded to any other coun- 
try party thereto and thereafter upon such terms as may be approved by 
the Organization 

(2) Non-Members may be invited by the Or 










ganization to participate in 
such arrangements, and the provisions of paragraph (1) shall apply to any 
non-Members so invited. 

(3) Such arrangements shall include provision for adequate participation 
of countries substantially interested in the importation or consumption of 
the commodity as well as those substantially interested in its exportation or 
production 
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(4) In such arrange art pating countries, which are large de 
pendent for consumption on imports of the commodity involved shall, 
determinations made relating to substantive matters, huve together 
equal to that of those largely interested in obtaining export market 
commodity, provided that those countries, w h are largely 
the commodity but which do n fall cis nder either 
classes, Shall have an appr j 

(5) Such arrangements shall pr ide 
designed to expand world consumption of 


(6) Members agree that full publicity shall be given to any 


mental commodity, arrangement proposed o1 neluded, to the 

of considerations and objectives advanced by the proposing Members 
the operation of the : iu! ments and to ature and development 
measures adopted to « t the underlying sit ; 


arrancement 


Nection ¢ Inter-Gove) ntal ¢ oditu Ag 


’roduction, Trade or 


Circumstances G ( 


Members agree th 
(1) A burdens 
expected to deve 
readily lead to a 
decrease in the produ 
specifiC government 
in time to prevent se 
producers who account for 
(2) Widespread uneny 
commodity, arising out « 
has deve med = expect 
governmental action, wou 
alone in time to prevent 
in the case of the i str 
not lend to a signific: 
employment, and because ai 
stantial quantity do not ffi 
the workers involved: or 
(3) The Organization finds tha 
commodity, exceptional circumst: ‘ 
Such agreements shall be subject not o to the ‘j es set forth in this 
Chapter but also to any other requirement hiel Organization may 


establish. 
ARTICLI 


Additional P) ie iple 8s Governing Re gulato 


Members undertake to adhere to the follow 


agreements in addition to those stated in Artic! 
(1) Members agree not to enter int 


unless it has been recommended by 

Article 49. Nevertheless Members 

tion, consumption or trade of a pa 

by direct negotiation to the conelusion of a ereement 
conforms to the other provisions of thi “ha *, if there 
sonable delay in the proceedings of the Study Group 
Conference. 

(2) Under such agreements participating countries shall afford equitable 
treatment as between non-participating Members and participating countries, 
giving equitable advantages in return for the observance of equitable 
obligations. 

(3) Participating countries shall, in matters the subje¢ 
ments, afford non-participating Member countries treat 
able than that accorded to any non-Member country 
pate in the agreement 
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(4) Such agreements shall be designed to assure the availability of 
supplies adequate at all times for world demand at reasonable prices 
(5) Such agreements shall, with due regard to the need during a period 


ag 


of change for preventing serious economic and social dislocation and to the 
position of producing areas which may be s ffering from abnormal and 


temporary disabilities, make appropriate provision to afford increasing 
opportunities for satisfying world requirements from sources from which 
such requirements can be supplied most effectively and economically. 

(6) Participating countries shall formulate and adopt a programme of 
economie adjustment believed to be adequate to ensure substantial progress 
toward solution of the program within the time limits of the agreement. 


ARTICLE 54 


idministration of Regulatory Agreements 

(1) Each regulatory agreement shall provide for a governing body, hereinafter 
referred to as a Commodity Council. 

”) Each of the countries participating in an agreement shall be entitled to 

‘presented by a member on the Commodity Council. These members alone 
sl} | have the right to vote. Their voting power shall be determined in such 
al as to conform with the provisions of paragraph (4) of Article 51. 

(3) The Organization shall be entiled to appoint a non-voting member to each 
Commodity Council and may invite any competent specialized agency to nomi- 
nate a non-voting member for appointment to a Commodity Council 

(4) Each Commodity Council shall have a non-voting chairman who, if the 
Council so requests, shall be nominated by the Organization. 

(5) The secretariat of each Commodity Council shall be appointed by the 
Council after consultation with the Organization. 

(6) Each Commodity Council shall adopt appropriate rules of procedure and 
regulations regarding its activities. These rules and regulations shall be subject 
to the approval of the Organization. 

(7) Each Commodity Council shall make periodic reports to the Organization 
on the operation of the agreement which it administers. In addition it shall 
make such special reports as the Organization may specify or as the Council 
itself considers to be of value to the Organization. 

(S) The expenses of a Commodity Council shall be borne by the participating 
countries. 


ARTICLE 55 


Provision for Initial Terms, Review, and Renewal of Regulatory Agreement 

Regulatory agreements shall remain in effect for not more than five years. 
Their renewal shall be subject to the principles stated elsewhere in this Chapter. 
Periodically, at intervals no greater than three years, the Organization shall pre- 
pare and publish a review of the operation of each agreement in the light of 
the principles set forth in this Chapter. Moreover each commodity agreement 
shall provide that if its operations have failed substantially to conform to the 
principles laid down in this Chapter, participating countries shall revise the 
agreement to conform to the principles or shall terminate it. When an agreement 
is terminated, the Organization shall take charge over archives, statistical mate 
rial and other possessions of the Commodity Council. 


ARTICLE 56 
Setilement of Disputes 
Any question or difference concerning the interpretation of the provisions of a 
regulatory agreement or arising out of its operation shall be discussed originally 
by the Commodity Council. In the absence of agreement, the question shall be 
referred to the Commodity Commission for examination and recommendation 
to the Executive Board. The Executive Board shall then issue a ruling subject 
to the provisions of Article 71. 
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Viscellaneou 


Obligations of Members regarding Evisting and Proposed Commodity Arrange- 
ments 

(1) Members undertake to transmit to the Organization the full text of each 
inter-governmental commodity arrangement in which they are participating at 
the time of the coming into force of their obligations under this Charter. Mem- 
bers also agree to transmit to the Orgunization appropriate information regard- 
ing the formulation, provisions and « ration of such arrangements. Members 
agree to conform with the decisions made by the Organization regarding their 
continued participation in any su inter-g ‘ntal commodity arrangement 
which, after review by the Organization, shall have been found to be inconsistent 
with the intentions of this Chapter. 

(2) Members undertake to transmit to th ranization appropriate informa- 
tion regarding any negotiations, k : » the conelusion of an inter-govern- 
mental commodity arrangem 1 Which they are participating at the time of 
the coming into force of their obligations under this Charter. Members al 
agree to conform Ww lecisions 1 le by the Organization regarding their con 
tinued participation in any such rot ions. The Organization may declare 
that such negotiations conform to the requirements for a Study Group or a Com- 
modity Conference as the case ! 


General Undertaking bu Members 


Members not parties to a particular com y arrangement undertake to 
give the most favourable possible considerati to any recommendation by a 


Commodity Council for expanding consumption of the commodity in question. 


ARTICLI 


Exceptions to Provisions Relating to Inter-governmental Commodity Arrange- 


ments 

(1) The provisions of Chapter VII are not designed to cover inter-govern- 
mental commodity arrangements, which relate solely to the equitable distribu- 
tion of commodities in short supply, or to cover those provisions of inter-govern- 
mental commodity arrangements which appropriately relate to the protection of 
public morals or the protection of human, animal or plant life or health Provided 
that such arrangements are not used to accomplish results inconsistent with the 
objectives of Chapter VI or Chapter VII Members agree not to participate in 
such arrangements if they involve the regulation of production, trade or prices, 
unless they are authorized or provided for by a multilateral convention sub- 
scribed to by a majority of the nations affected or unless operated under the 
Organization. 

(2) None of the foregoing provisions of Chapter VII are to be interpreted as 
applying to arrangements relating to fissionable materials, to the traffic in arms, 
ammunition and implements of war and to such traffic in other goods and ma- 
terials as is carried on for the purpose of supplying a military establishment or, 
in time of war or other emergency in international relations, to the protection 
of the essential security interests of a Member. 


ARTICLE 60 
Definitions 
(1) For the purposes of this Chapter a primary commodity is any agricultural 
product or mineral which enters world trade in substantial volume in a form 
customarily called primary. The term “primary commodity” may include a 
primary commodity on which minor processing has been performed in prepara- 
tion for export. It may also include a group of primary commodities which are 
so closely related to one another that they can conveniently be dealt with in a 
sing'e arrangement. Such a group may, subject to paragraph (3) of Article 52, 
include appropriate non-primary commodities. 
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(2) For the purposes of this Chapter the term “Member” or “non-Member” 
hall, where it is appropriate, be taken to mean a Member or non-Member with 

dependent territories If a Member or non-Member and its dependent terri 
tories form a group, of which one or more units are mainly interested in the 
export of a commodity and one or more in the import of the commodity, there may 
be either joint representation for all the associated territories or, where it is ( 





so 
desired, separate representation for the territories mainly interested in export 
and separate representation for the territories mainly interested in import 

(5) An inter-governmental commodity arrangement is any accord between 
two or more governments relating to a commodity other than an accord relating 


to the purchase and sale of a commodity falling under Section E of Chapter V. 
1 


(4) A regulatory agreement is an inter-governmental commodity arrange 





ment involving regulation of the production, export or import of a commodity or 


regulation of prices, 


CHAPTER VILI—ORGANIZATION 
Nection <A Functions and Structure of the Organization 


ARTICLE 61 


Functions 


(1) It shall be the function of the Organization to collect, analyse and publish 
information relating to international trade, including information relating to 
commercial policy, business practices and commodity problems and to industrial 


and general economic development 


(=) lo provide teclinical assistance and advice to Members and to the United 
Natio and other international organizations, includis such a stance nd 
advice as may be appropriate In connection with specific pre industria 


zation or other economic development. 
(3) To consult with, to make recommendations and reports to Members 
regarding any matter relating to the purposes of the On 


tion of this Charter, inel 


ganization or the opera 
ig the following: 





(a) Leeom nas or determinations relatil to the discharge of the 


responsibilities of the Organization, or of the Members, under Chapter VY. 


(b) Recommendations as te eastures Tor linplementing the objectives with 
regard to restrictive business practices set forth in Chapter VI 
¢c) Recommendations regarding the application to commodity arrange 
ents under consideration by Members of th rinciples overning com 
modity arrangements set forth in Chapter VIT and recommendations initiat 
ing proposals for new commodity arrangement or proposin uch modi- 
ications, including termination of Commodity arrangements already co 
cluded, as may be deemed appropriate under the commodity principles and 


in the general interest. 

(d) Rev OmTiie nda ions as to measures for in ple Thiel tir 2 the objec tives of 
the Organization in encouraging and assisting the industrial and general 
economic development of Members 

(4) To consult with Members regarding disputes growing out of the provi- 
sions of this Charter and to provide for the settlement of such disputes. 
(5) To make recommendations for, and promote the acceptance by Members 
of, international, agreements designed to improve the bases of trade and to 
assure just and equitable treatment for the enterprises, skills, capital, arts and 
technology brought from one country to another, including agreements on the 
treatment of foreign nationals and enterprises, on the treatment of commercial 
travellers, on commercial arbitration and on the avoidance of double taxation. 

(6) To achieve an economy of effort in the performance of the functions set 
out in this Article and to co-operate with the United Nations and with other 
inter-governmental organizations generally in the attainment of the economic 
and social objectives of the United Nations and in the restoration and mainte- 
nance of international peace and security 

(7) Generally to advise and to make recommendations to Members and other 
international organizations and to perform any other function appropriate to 
the purposes of the Organization 


ARTICLE 62 


The Organization shall have as its principle organs a Conference, an Executive 


Board, Commissions as established under Article 72, and a Secretariat 
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(1) The Conference bit onsist of the representative of the Members f 
the On i! itior 
(2) Kach Member sl } ¢ ‘ ‘ w t nd ' LJ int alter es 
an idivisers f its repres trative nthe Ce rel 
(3) No repress ive « the Conference } y re] ‘ more than one M 
\ rc’t 
loft ( 
1) Hach Me ‘ be I rhe rte nthe Cr ferem 
(< I et Ss miy be herwise p it n this Charter decisions of he 
Conference shall be taken by a ijorit 1 ‘ lemb pres ind voting 
AR LI 
Nessic x Pro nd Offic 
(1 I Conference shall meet in regular a ssions and such sp il 
SESSIONS 2 occasion may require Special ses shall be eceonvoked by the 


Director-General at the request of the Executive Board or of a majority of the 


Members 


(2 Lhe ( ontrerence shal al lopt Its owl ries I | Ce ire It shal annui y 
elec Preside! d other o I 
ARTICI ( 


Pours and Duties 


(1) The Conference shall have final authority to determine the pol es of the 
Organizatior It y make recommendations to the Members of the Orga 
ization and to other international organizations regarding any matter pert s 
to the purposes of the Organizatior 

2) The Conference may, by the affirmative votes of two-thirds of its Mem 
bers, determine criteria and set up procedures, for waiving in exceptional circu 
stances, obligations of M bers undertaken pursuant to this Charte1 

(3) The Conference may delegate to the Executive Board authority to exercise 
or perform any of the powers and duties of the Conference, except ch specific 
powers and duties as are expressly conferred or imposed upon the Conference. 

{) The Conference sha pprove the lvet of the Organization, and shi 
apportion the expenses of the Organization among the Members 

) he Conference may develop and, by the fliirmative votes of two-thirds 
of its Members, recommend for their acceptance, conventions and agreen ts 
With respect t any matter within the competence the Organizatior Mach 
Member undertakes tl it . Within eighteen months after such recommenda 
tion by the Conference, make a decision upon i Each Member shall notify the 
Director-General of the action taken and, in the event of rejection of such rec 
wendation, shall furnish a statement of the reasons therefor 

(6 Che Conference shall establish procedures for making the determi ions 
provided for in Article 30 and in paragraph (3) of Article 52, where iny 


such determinations shall be made through the Organization by consultation 
among the embers having an important interest in the trade in the product 
concerned 

(7) The Conference shall establish procedures for making the determinations 


and recommendations provided for in sub-paragraph (38) (d) of Article 26 


paragraph (2) of Article 34 and Article 50 

(S) The Conference ay, by the affirmative votes of two-thirds of its Members 
present ind voting, adopt he standards no nel re terms nad i 
described in paragraph (7) of Article 22 

(9) The Conference shall determine the site of the Organization and sha 


establish such branch offices as it may consider desirable 


(1) There shall be an Interim Tariff Committee which shall act temporurils 
on behalf of the Organization in the making of recommendations and determina 
tions pursuant to paragraph (3) of Article 24 
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(2) The Committee shall consist 


originally of those Members of the Organi- 
zation Which shall have made effective the General Agreement on ‘Tariffs and 
Trade dated , 194 Any other Member of the Organi- 
zation shall be a member of the Committee when, in the judgment of the 
Committee, that Member shall have completed negotiations pursuant to para- 
griiy l of Article 24 comparable in scope or eftect to those cou pleted by 
he o1 nal members of the Committee When the number ot Members of the 
Organization, which are members of the Committee, shall constitute two-thirds 
of the total number of Members of the Organization, the Committee shall termi- 
nate and its functions shall be transferred to the Conference. 
(3) Each member of the Committee shall have one vote. 
(4) Deei ns of the Committee shall be taken by a majority of the members 


present and voting 


(5) The Committee shall adopt its own rules of procedure, including provi- 
sion regarding the election of its officers. 


































Nection D The E Board 


recutive 














ARTICLE 68 
Men ship 
First Allernattve 
(1) The Executive Board shall consist of fifteen Members of the Organization 
elected by the Conference. 
(2) Subject to the provisions of paragraph (3) one-third of the members of 


the Executive Board shall be elected each year for a term of three years. A 








etiring mem! shall be eligible for immediate re-election 
) At election fifteen members of the Executive Board shall be 
chosen Che term of office of tive members shal ri 





| expire at the end of one year 
and of five other members at the end of two years, in accordance wit! 
ments made by the Conference. 

(4) Each member of the Executive Board shall have one representative and 


at ali 


1 arranfe- 


may appoint alternates and advisers to its representative. 
Second Alternative 


(1) The Executive Board shall consist of fifteen members of the Organization 
elected by the Conference, five of whom shall be eligible for immediate re-election. 

(2) Subject to the provisions of paragraph (8) one-third of the members of 
the Executive Board shall be elected each year for a term of three years. 

(3) Same as first alternative. 

(4) Same as first alternative. 


Third alternative 


(1) The Executive Board shall consist of fifteen Members of the Organization 
elected by the Conference. By virtue of their economic importance, six Mem- 
bers shall be appointed as permanent members; nine other Members shall be 

ranted non-permanent seats. The total number of seats may be increased by 
a decision of the Conference taken with a two-thirds majority of its merubers. 


» 


(2) The non-permanent members of the Executive Board shall be chosen for 
a period of three years. At the first election of the non-permanent members, 
three members shall be elected for a term of one year and three others for a 
term of two years. A retiring member shall not be eligible for immediate re- 
election. 

(3) These elections shall take place in accordance with arrangements to be 
approved by the Conference by a two-thirds majority of its members 

(4) Each member of the Executive Board shall have one representative who 
may appoint alternates and advisers. 
Fourth Alternative 


(1) The Executive Board shall consist of twenty Members of the Organization. 

(2) Subject to the provisions of paragraph (3), one-half of the members of 
the Executive Board shall serve for a term of five years and shall be appointed by 
the Members of the Organization having the largest share in the world trade 
and belonging to the following trade groups: Europe (two Directors), North 
America (two Directors), Latin America (two Directors), Asia (two Di- 
rectors), Oceania (one Director) and Africa (one Director). Any change in 
the relative position in world trade of members shall be taken into consideration 
at the end of each term of five years. 
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(3) One-half of the members of the Executive Boart 
by members of the Conference other than those en 
of the Board in accordance with the provisions of 
member shall be eligible for immediate re-election 

(4) The Conference, upon the recommendation of 
establish procedures for the purpose of carrying 
Article. 

(5) Each member of the Executive Board shall ha 
nay appoint alternates and advisers to its represent 


Voting 
(1) Each member of the 
» 


(2) Decisions of the Ex 

present and voting. 
ARTICLE 7 

Sessions, Procedures and Officers 

(1) The Executive Boar 
rules concerning the conven 

(2) The Executive B« 
who shall be eligible for re 

(3) The Chairman of the Executive Board, as such, 
participate, without the right to vote, in » deliberations of the 

(4) Any Member of the Organization, which is not a member of the Exec 
Board, shall be invited to send a representative to any discussion by the Board 
of a matter of particular and substantial concern to that Member. Such repre- 
sentative shall, for the purpose of such discussions, have all the rights of mem 
bers of the Board except the right to vote. 


ARTICLE 71 


Powers and Duties 


(1) The Executive Board shall be responsible for the execution of the policies 


‘ 


of the Organization and shall exercise the powers delegated to it by the ¢ 
ference. It shall supervise the activities of the Commissions provided 
this Charter and shall take such action upon their recommendations 
deem appropriate. It shall provide adequate machinery to review the we 
the Organization relating to industrialization and general economic develop 

(2) The Executive Board may make recommendations to the Conference, to 
the Members of the Organization, or to other international organizations, on any 
subject falling within the scope of the Organization, and shall approve the pre- 
liminary agenda of the Conference. 

(3) The Executive Board may recommend to the Conference the admission 
of new Members of the Organization. 

(4) The Executive Board may refer to the Commissi 
may deem appropriate. 


The Commissions 


Establishment 
The Conference sha ‘ommission on Commercial Policy, a Com- 
mission on Business Practi and a Commodit) mmission and may establish 


such other commissions as n 2 required, Immissions shall be reponsible 


to the Executive Board. 


ARTICLE 73 
Composition and Procedure 

(1) Commissions shall be composed of persons invited by the Executive Board 
and qualified by training or experience to carry out the functions of the Com- 
missions in accordance with the purposes of the Organization. 

(2) The number of members of each Commission and the conditions of service 
of the members of each Commission shall be determined in accordance with 
regulations prescribed by the Conference. 

(3) Kach Commission shall elect its Chairman and shall adopt its own rules 
of procedure, subject to approval by the Executive Board. 
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(4) The Chairmen of Commissions shall be entitled to participate, without 
the right to vote, in the deliberations of the Executive Board and of the 
Conference. 

(5) As set forth more fully in paragraph (2) of Article 81, the Organization 
presentatives of other inter-governmental or 


may make arrangements for re 


ganizations having a special interest in the activities of any of the Commissions 
to participate in the work of such Commissions, pursuant to agreements with 


these organizations 


al Functions 
ious shall have the functions set forth in Articles 75, 76, and 77, 
perform ther functions as the Conference or the Executive 
the Executive Board may 


In connection Witl he settlement of disputes. 


. including such functions as 


ARTICLE 7 
ssion on Commercial Policy 
» considered and drafted at a later stage 


ARTICLI 


the Commission on Business Practices 


mmission on Business Vractices shall have the following functions: 
accordance with Article 40 to 
(a) Arrange, at the request of a Member, consultative conferences 
with other Members and make appropriate reports for Communication 
tion of the Executive Board to all Members; 
‘ive and consider written complaints concerning restrictive 
ctices in international trade; 
Prescribe minimum information required in such complaints; 
Notify Members of complaints received and request information 
te such complaints; 


Request further data from Members and conduct or arrange for 


) Report to the Executive Board its findings and its recommenda- 
tions of remedial measures; 
7) Request reports from Members on the action taken as a result 
of recommendations made to them by the Executive Board; and 
(/) Prepare reports for publication by the Executive Board. 

(2) In accordance with Article 41, and subject to the approval of the 
Executive Board, to conduct studies relating to business practices which 
restrain competition, restrict access to markets or foster monopolistic 
control in international trade, or relating to international Conventions or 
national laws and procedures designed to carry out the objectives of Article 
10 or to those which may effect such objectives and to make recommendations 
when appropriate to the Executive Board for action by Members. 

(5) To advise the Executive Board as to information and other materials 
to be obtained from Members or other sources in the discharge of the duties 
and responsibilities of the Commission. 

(4) To perform such other functions, pursuant to the objectives of Chapter 
VI as may be assigned to it from time to time by the Executive Board. 


ARTICLE 77 


Functions of the Commodity Commission 
To be considered and drafted by the Drafting Committee.” 


Section F.—The Secretariat 


ARTICLE 78 
Con position 
(1) The Secretariat shall consist of a Director-General and such staff as may 
be required. 


2? See Part ‘hapter V, Section D, Paragraph 6. 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 157 


(2) The Director-General shall have authority to appoint such Deputy Director 
General as he deems necessary Such appointments shall be made in accordance 
with regulations approved by the Conference 


ARTICLE 
The Director-General 


(1) The Director-Genera all be appointed by the ‘ence upon the 
ommendation of the Execut » Boar is lut terms and condit 
of office shall be in accordance with regul: } d by tl onterence 
shall be the chief administrative oflicer cas ranization ubject to 
general supervision of the Executive Board 

(2) The Director-General or a de ignat by i shall participate, 
without the right to vote, in a nference, of the Executive 
Board, of the Commissions and of the littees of the Organizatio rhe 
Director-General shall ha authority to i proposals for the consideration 
of any organ of the Organizatior He all make an annual report to the 
Conference and to » Execut soard oO he work of the Organizatic and 
shall prepare the annual e ; ssion to the Conference 


Employment of St 


(1) The Director-General shall a nt t taff of t retariat and 
duties and terms and conditions rvice in aecordal \ regulations 
proved by the Conference rhe para int ! ratic n the employ: 
the staff and in the determinati its tio SET » shall be tl 
of securing the highest star | 
regard being paid to the 
basis as possible 

(2) The conditions of 
salary, tenure and retireme 
as prac ticable, in con 
United Nations and of 


brought into relationship with the 
the Charter of the United Nations 


Nection G Viseellaneous 


Relations with other Organizations 

(1) The Organization shall be brought into re i l wit] » United Nations 
as soon as practicable as one of the specialized agencies referred to in Articie 57 
of the Charter of the United Nations Phis relat h hall be effected through 
an ngreement with the United Nations under Article 68 of the Charter of the 


United Nations, whic! reement shall be coneluded b ie Director-General and 


approved by the Conference. The agreement shall pre ‘ effective co-opera 
tion between the two Organizations in the pursu their common purposes, 
and at the same time shall recognize the competence of the Organization withi 

its jurisdiction as defined in this Charter Notwithstanding the provisions of 
Article S85, any changes in this Charter required under the agreement wl ich do not 
involve new obligations by Members, shall be effective on approval of the agree 
ment by the Conference 

The Organization shall co-opet 
interests and activities ar 


ing relationships with such organizat 


of joint committees or provision for re 


other measures as may be necessary 
established by the Director-General 
with such organizations may be made by the Exe 

(3) The Organization may make suitable arrangements 
co-operation with non-governmental organizations concerned with matters 
its competence and may invite them to undertake specific tasks 

(4) Whenever the Conference of the Organization and the competent 
ities of any other international organization, whose purposes and fun 
within the competence of the Organization, deem it desirable to effeef a 
of its resources and functions to the Organization, to incorporate it 
Organization or to bring it under the supervision or authority of the Or 


39888—54—pt. 4 30 


or 
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tion, the Director-General, subject to the approval of the Conference, may enter 


ito mutually accepta arrangements for th purpose. This Organization 
acquire assume such functions of, or incorporate or 


ise such c 1 over, . er organizations as may be provided by any 
to the purpose In accordance with their 
Members shall take such steps as the 


such of * international organizations 


Organ arion 
mmissions provided for ir 
tors-General and of the 
In the discharge of their 
from 


n 
on 


their 
Pthe Organi ion ( al ) 8} he . onal 


f their duties. 


rit ry of each of its Members such legal 


» exercise of its functions and for the fulfil- 


ARTICLE 


} 7} 
tio 


leges and Immunities of ti Organiza 


The Organization shall enjoy in the territory of each of its Members such 


es and immunities as are necessary for the fulfilment of its purposes. 


resentatives of the Members of the Organization and its officials shall 


such privileg and immunities as are necessary for the 

! ise of their functions in connection with the Organ n 
(3 The Conference mayl make recommendations with a view to determining 
the details of the application of paragraphs (1) and (2) and may propose con- 


ventions to the Members for this purpose 


ARTICLE 85 
tmendments to the Charter 
1) Amendments to this Charter shall become effective upon receiving the 
approval of the Conference by the affirmative votes of two-thirds of its members. 
(2) Notwithstanding the provisions of paragraph (1) those amendments, 
which involve new obligations on the part of the Members of the Organization, 
shall take effect upon acceptance on the part of two-thirds of the Members for 
each Member accepting the amendments, and thereafter for each remaining 
Member on acceptance by it. In such cases the Conference may determine that 
uny Member, which has not accepted the amendment, within a period specified 
by the Conference, shall thereupon be obliged to withdraw from the Organization. 
In the absence of a determination that a Member shall be obliged to withdraw, 
a Member shall, notwithstanding the provisions of paragraph (1) of Article 89, 
have the right to withdraw, on due notice, as provided in paragraph (2) of! 
that Article, 
(3) The Conference shall, by the affirmative votes of two-thirds of its Mem 


bers, adopt rules of procedure for carrying out the provisions of this Article. 
ARTICLE 86 


Interpretation and Settlement of Disputes 

(1) The Chinese, English, French and Spanish texts of this Charter shall be 
regarded as equally authoritative. 

(2) Any question or difference concerning the interpretation of this Charter 
or arising out of its operation shall be referred to the Executive Board for a 
ruling thereon. The Executive Board may decide either to give a ruling on the 
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rr itself or to refer 
terms as may be 
Board shall, upon the req 
of general application, 
Conference. 

(3) Any justiciable issue ari ; t of a ruling of the Conference with re 
to the interpretation of subparagrapl Cc), 1), (€), or Article 37 
paragraph (2) of Artic ; 

International Cou E . ice, and any justici i » aris 
iny other ruling of the Cont ay, Accs » with such 
at the Conferen t : weil i al 
International C 

of any 


Payment of Contributions 

Each Member undertakes to contribute promptly 
of the Organization’s expenses as apportioned by the Confere 
the Organization, whi is in arrears in the payment of its financi 
to the Organization, shall have no vote in the Conference, if the 
urrears equals or exceeds the amount of the contributions due f1 
preceding two full years. The Conference may, neverthel 
Member to vote, if it is satisfied that the failure to pay is due 
eyond the control of the Member. 


ess, ] 


Hntry into Force 


(1) The origi 
Nations Confe! 
Secretary-Gener: 
ll interested ¢ 
Fach government accep x this Charter sha 

ryv-(;ene of the tn 

vernments re ented at the United Nati ‘ 
ployment and all other Members of the United ition which w not 

nt 


represented at th Conference, of the date of de h instrume of 


ance with 


acceptance and of the date on which this Charter ente l force under 
paragraph (3). 

(3) This Charter shall enter into force of the sixtieth day following the day 
on which the number of governments represented at the United Nations Con- 
erence on Trade and Employment, which have deposited acceptance pursuant to 
paragraph (2), shall reach twenty, and the acceptance of each other accepting 
overnment shall take effect on the sixtieth day following the day on which the 
nstrument of such acceptance le} d Provided that, if this Charter shall 


I 
f 


not have entered into force by 31 December 194, any of the governments which 
have made effective the General agreement on Tariffs and Trade dated i 
194__, tovether with any other governments represented at the United Nations 
Conference on Trade and Employment, may agree to bring this Charter into 


force among themselves in accordance with arrangements which they may agree 


upon. Any instrument of acceptance deposited with the Secretary-General of 
the United Nations shall be taken as covering both procedures for bringing this 
Charter into force, unless it expressly provides to the contrary >is withdrawn. 
(4) Each government accepting this Charter does so in respect of its metr 

politan territory and the oversea territories for which it has international 
responsibility with the exception of those territories which are self-gove 

in respect of matters provided for by the Charter. Each Member shall mn ) 
the Secretary-General of the United Nations of its acceptance of the Charter o 
behalf of any such self-governing territory willing to undertake the obligation 
of the Charter, and upon such notification the provisions of the Charter shall 
oecome applicable to that territory 





CRITICAL MATERIAI 


ANNEXI 


ind its dependen 


ONOMIC AND SOU 


aerin 


upplen 


pansion of multil: ral ade an ’ undertak 
to seek full employment 


ca in International Conference on Trade and Employment, 


the latter t of 1946, for the purpose of promotil expansion of product 


exchange and consumption of goods 
2. CONSTITUT a Preparatory Committe ( aborate an annotated dri 

| coluvention, for consideration by the Conference 
ions Which may be submitted to it by the Economie and 
Member of the Uinted Nations 

vasis of discussion for the Preparatory Committee, that 


enda ( ] the f Hlowlng topics : 
International agreement relating to the achievement and ma 
nance of high and stable levels of employment and economic activity 
(b) International agreement relating to regulations, restrictions, and 
discriminations affecting international trade 
c) International rreement relating to restrictive busine practices 
(d) International rreement relating to intergovernmental commodity 
ents 
tablishment of an international trade organization, as 
cy of the United Nations, having responsibilities in the fields of ()), 
(d) above 
rs the Preparatory Committee, when considering the foregoing items, 
to oOo account t » special conditions which prevall n countries whose 
manufacturing industry is still in its initial 5 res of development, and the 
questions that arise in connection with commodities which are subject to special 
problems of adjustment in international markets; 
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the Council 
the agenda 
bers of the 
Er ployment ; 
APPOINTS 
vernn 
Canada 
inds, New 
nd the [ 


List oF DEL 
MEMBERS O1 


OF INTER-GOVER 


Dr. H. C. Coombs 
Reconstruction 

Mr. FE. MeCarthy, Secretar 

Mr. C. E. Morton Assista 
Trade and Customs 

Mr. J. Fletcher, Chief, Tr: 
ment of Trade and Customs. 


Belgium 
Mr. Va 
Dele: 
Mr. A ’ 
Vicomte du Par 
Mr. G. Most 
Mr. C. Roge 


Luarembourg 
Mr. P. Bs 
Mr. C. C 


CANADA 


McKinnon, Head of Delegation, 
n, Deputy Minister of Customs a 
Couillard, Department of Trade 
Mr. J. J. Deutsch, Director of Ecor 
Mr. H. R. Kemp, Dire 
sion, Depart 
Mr. F. A. Me 
Mr. 8.. D. 
Affairs 


H. E. Senor don Manuel Bianchi 

in London 
Senor don Higinio Gonzales, Commercial C 
Senor don Humberto Videla, Consul-General of 
Senor don Manuel Merino, Director of the Agricu 
Senor don Manuel Fredes, Secretary-General of 


Corporati 


Senor don Raul Fernandez 


Senor don Harold Biggs 
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CHINA 


H. FE. Dr. Wunsz King, Ambassador to Belgium 

M TT TT. Chan jirector, Department of Foreign Trade, Ministry of 
Eceonon Affairs a 

Mr. How Ben, Member, Economic Planning Committee, Ministry of Economic 
















Mr. Cc. L. Tur Counsellor, Ministry of Finance 
Mr. K. S. Ma, Member, Tariff Commission, Ministry of Finance, 


CUBA 


H. I Senor Alberto Inocente Alvarez, Minister of State for Foreig Affairs 
H. I. Senor G. de Blanck, Cuban Minister in Londot 
Senor Rufo Lopéz Fresquet, Representative of the Treasury in the National 


Economic Board, Technical Adviser to the Ministry of Finance 
Sk lo Antonio Guerra, Representative of the Treasury in the National 
Econo Board and Statistical Adviser to the Finance Ministry 











CZECHOSLOVAKIA 







H. E. Zdenek Augenthaler, Envoy Extraordinary and Minister Plenipoten 
tinrvy Czechoslovak Ministry of Foreign Affairs, Chief of Economic Depart- 
ment. 

Mr. Max Bitterman, Czechoslovak Ministry of Foreign Trade, Chief of 

Piannis I) rtment 

Mr. Lucian Benda, Secretary of Legation, Czechoslovak Ministry of Foregin 


Department (Acting also as Secretary to the Delega 






Itto Ben Counsellor, Czechoslovak Ministry of Finance, Tariff De- 





ustin Sobol, Counsellor, Czechoslovak Ministry of Industry, Foreign 











Zdenko Blazej, Czechoslovak National Bank, Chief of Research Depart- 


Mr. Jaroslav Kopeec, Counsellor, Czechoslovak Ministry of Agriculture, 
Foreign Trade Department 
Mr. Karel Bala, Managing Director, Czechoslovak Supply Company in 


Mr. Otakar Voit First Secretary to the Czechoslovak Embassy in London, 
Mr. Bohumil Bayer, Counsellor, Czechoslovak Ministry of Foreign Trade 











‘ounsellor, Slovak National Counc 
, Counsellor, Slovak National Council 
Czechoslovak Supply Company, Agricultural Adviser. 


il. 



























FRANCE 


M. Hervé Alphand, Head of Delegation, Director-General, Ministry for For- 
eign Affairs 

M. Roger Nathan, Director of Foreign Economic Relations, Ministry of Na- 
tional Economy. 

M. Pierre Baradue, Chief of Service, Ministry for Foreign Affairs. 

M. Robert Marjolin, Assistant Commissioner for Economic Planning. 

M. Roger Joffet, Director of Economic Affairs, Ministry of Agriculture 

M. Peter, Director of Economic Affairs. Ministry of Agriculture. 

M. Jean Richard, Deputy Director, Ministry of National Economy. 

M. Jean de Sailly, Commercial Adviser, French Embassy, London. 

M. Pierre Calvet, Financial Attache, French Embassy, London. 

M. Oliver Wormser, First Secretary, French Embassy, London. 

M. Pierre Escoube, Technical Adviser, Ministry of National Economy. 

M. Ernest Lecuyer, Ministry of Foreign Affairs. 

M. Charles Igonet, Chief of Service, Ministry for Industrial Production. 

M. Theodule Bossuat, Director-General of Customs. 

M. Louis Roux, Administrator of Customs. 

M. Pierre Dieteren, Ministry of National Economy. 

M. Emil Rover, Ministry of National Economy. 

M. Alexander Kojeve, Ministry of National Economy. 

M. Gaston Donne, Ministry of National Economy. 

M. P. Demondion, Ministry of Labour. 
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INDIA 


Mr. R. K. Nehru, I. C. S., Joint Secretary to Government of India 

Mr. B. N. Adarkar, M. B. E., Deputy Economic Adviser to Government o 
India. 

Mr. P. S. Lokanthan, Editor of Eastern Economist 

Mr. B. N. Ganguli, Professor of Economics, Delhi University 

Dr. A. I. Qureshi, Economic Adviser to the Government of Hyderabad 

Mr. H.S. Malik, C. I. E., I. C. S., Prime Minister of Patiala State 

Mr. D. G. Mulherkar, Secretary of the Federation of Indian Chambers of 
Commerce and Industry. 


LEBANON 


Mr. George Hakim, Alternate Delegate to Economie and Social Counce 
Mr. Nadim Dimechkie, Commercial Counsellor to Lebanese Legation, London 


NETHERLANDS 

Dr. A. B. Speekenbrink, Head of Delegation, Ministry of Economic Affa 
The Hague. 

Dr. L. J. Gitzen, Ministry of Overseas Territories, The Hague. 

Mr. W. H. van den Berge, Ministry of Finance. 

Mr. A. Van Kleffens, Ministry of E i 

Mr. Phoa Liong Gie, Ministry of Overseas Territories. 

Mr. C. N. Pool, Ministry of Agriculture, Fisheries and Food. 

Professor Dr. J. Tinbergen, University of Rotterdam, Director of 
Planning Board. 

Baron 8S. J. van Tuy van Serooskerken, Ministry of Foreign Affairs. 

Professor Dr. E. de Vries, Ministry of Over ‘I 

Mr. J. de Waard, Ministry of Overseas Territories. 

Baron C. A. Bentinck, Administrator, Ministry of Overseas Territories 

Mr. W. G. F. Jongejan, Chairman of the Council for Commercial Enterprise 
Netherlands East Indies. 

Mr. Ek. D. M. Koning, Director for Commercial and Industrial Policy of the 
Ministry of Economic Affairs. 

Dr. S. Korteweg, Administrator, Directorate-General for Foreign Economie 
Relations. 

Dr. C. C. L. J. M. Eygenraam, Agricultural Counsellor, Netherlands Embassy, 
London. 

Mr. D. M. de Smit, Commercial Counsellor, Netherlands Embassy, London 

Dr. A. Treep, Financial Counsellor, Netherlands Embassy, London 

Mr. P. H. Westermann, Trade Commissioner for the Netherlands East Indies, 
c/o Netherlands Embassy, London. 








NEW ZEALAND 


Mr. J. P. D. Johnsen, Assistant Comptroller of Customs. 

Mr. G. W. Clinkard, Secretary of Industry and Commerce. 

Mr. H. E. Davis, New Zealand Marketing Department 

Mr. F. W. Lawrence, Official Representative in London of the N. Z. Customs 
Department. 

Mr. G. Laurence (Secretary to Delegation), Department of Industry and 
Commerce. 


NORWAY 


H. E. M. Erik Colban, Head of Delegation, Norwegian Ambassador in London. 

Mr. J. Melander, Commercial Counsellor to the Royal Norwegian Embassy in 
London. 

Mr. Johannes Brunaes, President of the Federation of Norwegian Industries, 

Mr. Erling Steen, Former President of the Norwegian Federation for Trade 
and Commerce. 

Mr. Bjarne Boerde, Director of the Norwegian Export Council. 

Mr. Johannes Dannevig, Director of Customs and Excise 

Mr. Bjarne Robberstad, Chief of Division in the Norwegian Ministry of 
Supply. 

Mr. Thor Skrindo, Chief of Division in the Directorate of Employment. 

Mr. Harald Elstad, Chief of Division in the Directorate of Price Coptro] 

Mr. Arne Jebsen. 














166 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


Rule y 


rhe first item upon the provisional agenda of any meeting shall be the adoption 
of the agenda, 
Rule 3 

The Preparatory Committee may decide to review, add to or delete from the 
agenda. 

CHAPTER II—REPRESENTATION AND CREDENTIALS 

Rule } 
Each member of the "epi ‘ommittee shall be represented by an ac- 
credi | 


Rule 


Each representative may be accompanied by such alternate representatives 

and advisers as he may require. 
OG 

The credentials of representatives and the names of alternate representatives 
and advisers shall be submitted to the Executive Secretary within one week 
f the opening meeting of the Preparatory Committee. The Chairman and the 
Vice-Chairman shall examine the credentials of representatives without delay 
and submit a report thereon to the Preparatory Committee for approval. 


CHAPTER III CHAIRMAN AND VICE-CHAIRMAN 
Rule 7 
The 


Committee, 


» Chairman is abse { ‘ting, or any part thereof, the First Vice- 


r in the latter’s abs . on cond Vie Chairman, shall pre side. 


1e Chairman ceases to represent a member of the Preparatory Committee, 

so incapacitated that he can no longer hold office, the First Vice-Chairman 
shall become Chairman, If the First Vice-Chairman ceases to represent a mem- 
ber of the Preparatory Committee, or is so incapacitated that he can no longer 
hold office, the Second Vice-Chairman shall take his place. 


Rule 10 


A Vice-Chairman acting as Chairman shall have the same powers and duties 
as the Chairman. 
Rule 11 

The Chairman or a Vice-Chairman acting as Chairman shall participate in the 
meetings of the Preparatory Committee as such and not as the representative 
of the member by whom he was accredited. The Preparatory Committee shall 
permit an alternate representative to represent that member in the meetings 
of the Preparatory Committee and to exercise its right to vote. 


CHAPTER IV—SECRETARIAT 
Rule 12 
The Executive Secretary shall act in that capacity at all meetings of the 
Preparatory Committee and its committees. He may appoint another member 
of the staff to take his place at any meeting of the Preparatory Committee 
or of its committees. 


Rule 13 


The Executive Secretary shall provide and direct such staff as is required by 
the Preparatory Committee or by any of its committees or sub-committees. 


Rule 14 


The Executive Secretary, or his deputy acting on his behalf, may at any time 
upon the invitation of the Chairman of the Preparatory Committee or of the 
chairman of a committee or sub-committee, make either oral or written state- 
ments concerning any question under consideration. 
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Rule 15 

The Executive Secretary shall be responsible for making all necessary arrange- 
ments for meetings of the Preparatory Committee and of its committees and 
sub-committees. 


Rule 16 

A majority of the members of the Preparatory Committee shall constitute a 
quorum, 
Rule 17 

In addition to exercising the powers conferred upon him elsewhere by these 
rules, the Chairman shall declare the opening and closing of each meeting of 
the Preparatory Committee, shall direct the discussion, ensure the observance 
f these Rules and shall accord the right to speak, put questions to the vote and 
announce decisions. The Chairman may also call a speaker to order if his 
remarks are not relevant to the subject under discussion. 


Rule 18 

The chairman of a committee or a rapporteur appoint by a committee to 
present its report may be accorded precedence for the purpose of explaining the 
report. 
Rule 19 

During the discussion of any matter a representative may raise a point of 
order In this case the chairman shall immediately state his ruling. If it is 


challenged, the chairman shall forthwith submit his ruling to the Preparatory 


Committee for decision and it shall stand unless overruled. 


) 


During the discussion of any m: ntative may move the adjourn- 
ment of the debate AN 1c] ti have "ity n addition to the 
proposer of the motion, one eutative may be all , ) speak in favour of, 


and one representative a 
Rule 21 

\ representative may at any time move t : » of the debate whether 
or not any other representative has signified his wis] e: Not more than 
two representatives may be granted permission ti ak agi t the closure. 
Rule 22 

The Chairman shall take the sense of the Pr itor) ttee on a motion 
for closure. If the Preparatory ommittee i n favoul th losure, the 
Chairman shall declare the i 
Rule 23 

The Preparatory Committee may limit the 
Rule 24 

Proposed resolutions, amendments and substanti 
in writing and handed to the Executive Secretary 
the representatives. Unless the Preparatory C 
such proposal shall be discussed or put to the vo 
tory Committee unless copies of it have been 
at least twenty-four hours before th 


Rule 25 
Proposed principal motions ar 
order of their submission. 


Rule 26 


Parts of a proposed motion or of a draft resolution shall he voted on ¢ 
at the request of any representative, ul 1 P the motion or 
objects. 


Rule 27 

When an amendment revises, adds to or deletes from a proposal, the amend 
ment shall be put to the vote first, and if i ted, the amended proposal 
Shall then be put to the vote. 
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more amendments are moved to a proposal, the Preparatory Com 


mittee shall vote first on the amendment furthest removed in substance from 


the original proposal, then on the amendment next furthest removed and so on, 


itil all the amendments have been put to the vot 


Rule 
if il te hece ary r any proposed 


ed by a representative on the Preparatory 


put to a vote, 


the Preparatory Committee shall have one vote 


of the Preparatory Committee shall be made by 


ubers present and voting 


» Preparatory Committee shall normally vote by show 


which shall then 1} 
tical order of the names of the members. 


presentative requests a roll call 


ach member partici] 
d in the record 


Preparatory Committee 
ot Shall be taken 


member or person 

LJOrity required 

obtaining the lar 
vided, 


ing 


atory Committee is equally divided 
question other. than an election, a second vote sh: be 
If the Preparatory Committee is then again equally 
be regarded as rejected. 


CHAPTER VII—LANGUAGES 

Rule 37 

Chinese, English, French, Russian and Spanish shall be the official languages of 
the Preparatory Committee, and English and French the working languages. 
Rule 38 

Speeches made in either of the working languages shall be interpreted into the 
other working language. 
Rule 89 

Speeches made in any of the other three official languages shall be interpreted 
into both working languages 
Rule 40 

Any representative may make a speech in a language other than an official 
language. In this case he himself must provide for interpretation into one of 
the working languages. Interpretation into the other working language by an 
interpreter of the Seeretariat may be based on the interpretation given in the 
first working language. 
Rule 41 

Verbatim records shall be drawn up in the working languages. A translation 
of the whole or any part of any verbatim record into any of the other official 
languages shall be furnished if requested by any repregentative. 
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Rule 42 

Summary records shall be drawn up in 
of the whole or any part of any summa 
languayes shall be furnished if requested by 


Rule 43 


The Journal of the Prep: 
lunfeuaces, 
Rule 44 

All resolutions, recommenda 
‘ommittee shall be mat \ 

any representative, 


> made available na 


HAP R VIII REP SI 
O THE PREPARATORY 
AGENCIES AND NON-GOV 


Rule 45 
Representatives of the Intern 
cultural Organization, the Interna 
Bank for Reconstruction and Development 
tory Committee and of its committees 
th respect to items on their : 


their respe 


The provisions of t 
Council on Arrangem 
tions, approved by th 


the Preparatory Com 


Committee ma 
national Co-« 
Internationa]! 


established f 


The re present 
Committee but wl 
servers at all meet 


sub-committees 


Rule 


sStuimmat 


mittees shall be 
to all represen 
four hours afte 
wish to have made 
Rule 49 

Verbatim records of 


mittees shall be kept | 


shall be sent as soon as | 
57 
Rule 

-hatim records 


verbatim records of ] 
United Nations and to spe 


Rule 51 
The meetings of the Preparatory Committee 
Preparatory Committee decides that a meetin 


( 


R 


AL 


MATERIALS 


be held in public 


b 


held 


in 


} 


ul 


private 


169 
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Rul 
The meetings of the committees of the Preparatory Committee shall ordinarily 
held in private. Each committee may deside that a particular meeting or 
all be held in publie. 


» meetings of sub-committees shall be held in private. 


er a private meeting has been held, the Executive Secretary, with the 


approval of the body concerned, may issue a communiqué to the Press 


CHAPTER XI—COMMITTEES AND SUB- 
Rule 


I reparatory Committee may set up | mitt 


uch comm 


for the performance of its functions. 


and sub-committee shall elect its own officers. 


mmittee or a vice-chairman acting as chairman shall par- 

ticipate in ft tings of the committee as such and not as the representative 
of an ber. The committee shall permit another representative to represent 
that member he eetings of tl committee and to exercise the member's 
right of vote. 
Rule 58 

The provisions of rules 17 and 40 inclusive shall be applied in the proceedings 
of committees and sub-committees. 


R le 99 
A majority of the m bers of a committee or sub-¢ t shall constitute 


a quorum 


ttee or sub-committee may appoint a rapporteur to present its report 
ther purpose it deems fit and necessary 


‘committees and sub-committees may, by agreement decide to adopt rules of 


ecure regardin interpretations or translations of a more Slinple Character 
hose laid-down in these Rules 


shall decide, in consultation with the Secretariat 


ords and the procedure to be followed with them 
ANNEXURE 5 
RESOLUTION CONCERNING THE SECOND SESSION OF THE PREPARATORY COMMITTEI 


Whereas the Economic and Social Council on 18 February 1946, decided to 
call an International Conference on Trade and Employment and constituted a 
Preparatory Committee to draw up an annotated draft agenda including a draft 
convention for consideration by the Conference 

ind whereas it has not been found practicable to complete the work of the 
Preparatory Committee at its First Session 

The Preparatory Committee of the International Conference on Trade and 
Employment 

Hereby resolves to convene a Second Session at Geneva on § April 1947, which 
shall consider, inter alia, Items 11, 12, 13 and 15 of the Agenda of the Prepara- 
tory Committee 

ind instructs the Executive Secretary to communicate with the member 
Governments to make the necessary arrangements for such Second Session to 
commence on 8 April 1947. 
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ANNEXURE 6 
IN REGARDING THE APPOINTMEN \ RAFTING COMMITTEI 


Whereas the Preparatory Committee hi: ec} o convene a Second Session 
at Geneva on S April 10947 

ind whereas it is desirable that 
work carried out at the First Sessio1 
Session 

The Preparatory Committee 
Employment 

lerebyu apne ati 
bers of the Preparatory Committee to meet in New York beginning 20 Jal 
1947, for the purpose of preparing a Draft Charter based upon the report 
other documents of the First Session of the P iratory Committee, 

It is resolved that 

1. It will be the function of the Drafting Committee to prepare a Draft Char 
ter or Articles of Agreement, editing for clar ‘onsistency the portions of 
the text on which the Preparatory Committee hi: ome to a substantial indentity 
of views, preparing alternative drafts of those porti yn which there remains a 
division of general view and prepai sugrvests al veri! 
pleted portions as are referred to it by the Pt 
such explanatory notes and commentaries as the 
sider desirable and useful 

2. The Drafting Committee should prepare 
Preparatory Committee at its Second Sessio1 

3. The Drafting Committee should comple 
and in any case not later than 28 Februar 
forwarded to governments for consideration 
of the Preparatory Committee 

It is suggested that member 
than two or three technical exper 
which have participated the w 
Committee. 


ANNENXT 
RESOLUTION REGARDING THE NEGOTIATION OF A M rILATERAL TRADE AGREEMENT 
EMBODYING TARIFF CON 


Whereas the Resolution of the Economie and Soci ‘ouncil on 18 February 
1946, decided to call an ite if fere! >on Trs and Emp yment for 
the purpose of promoting the expansion of ction, exchange and consum 
of soods, constituted this ( tee horate an annotated draft agenda, in 
cluding a draft co 
that the Agenda of 


Agreement relating to regulations, restrictions and discriminations affecting 


nric 


international trades”, and “Establishment of an International Trade Organiza- 
tion” and 
Whereas the United States Government } id invited the governments appointed 


by the Economic and Social Council as members of this Committee to meet to 
negotiate concrete arrangements for 


the relaxation of tariffs and trade bar- 


riers of all kinds and the invitation has been accepted by the governments at- 
tending the present session of the Preparatory Committee and 

Whereas the task of the Conference will be facilitated if concrete action is taken 
by the principal trading nations to enter into reciprocal and mutually advanta 
geous negotiations directed to the substantial reduction of tariffs and to the 


elimination of preferences. 

The Preparatory Committee of the International Conference on Trade and 
Employment 

Hereby recommends to the governments concerned that the meeting of mem 
bers of the Preparatory Committee envisaged by the invitations sent out by the 
United States Government should be held under the sponsorship of the Prepara 
tory Committee in connection with, and as a part of the Second Session of the 


f 
Committee, conducted in accordance with the procedures recommended in the 


Memorandum on Procedures approved by the Preparatory Committee at its 
current Session 
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ind invites the member governments to communicate to 
their views on this recommendation. 
ANNEXURE 8 
RESOLUTION REGARDING INDUSTRIAL DEVELOPMENT 


inticipated that the Economie and Social Council will shortly 


located the field of 
nt among the various agencies concerned and of co-ordinating 


n of dividing respot lities not vet al 


Preparatory Committee at its First Session has discussed the 
in relation to industrial development which might be exercised 


frade Organization, particularly the furnishing of ady 


ice to 
their plans and, within its competence and resources, the 
al aid in the formulation and execution of such plans 
that the Preparatory Committee may further carry out 
ards industrial development i 1 I irable 
economic and Social Council 


The Preparator on t the Int ‘ nf ce on Trade and 
povment 

if yw req the Exec ve ft aw ie attention of the Eco 

Report of the Preparatory 

concerned with the possible performance by the Interna 


ion of inctions in relation to industrial development and 


il Soeial ej state, before the nencement of the 
whether paragraph (3) rticle II of the 
he Chapter on Beonomic velopment is in 


e on the appropriate allocation of functions 


to economie development. 


ANNEXURE 9 


Chapter 
nental Commodity arrangements of the Charter appended to the Report 
of the Preparatory Committee have already occurred in respect. of certain pri 
mary commodities and the Government concerned are already taking action on 
proposed in that Chapter and 
ir difficulties may occur in respect of other primary commodi 


Preparatory Committee is agreed that it is desirable that action 
respect of such commodities should proceed on the general lines pro 
n the Chapter abovementioned 
Preparatory Committee of the International Conference on Trade a 
Employment 
Recommends that, insofar as inter-governmental consultation or action in 
respect of particular commodities is necessary before the International Trade 


Organization is established, the Governments concerned should adopt as a guide 
the Chapter on Inter-governmental Commodity Arrangements of the Charter 
appended to the Report of the Committee and 

Requests the Secretary-General of the United Nations pending the establish 
ment of the International Trade Organization, to appoint an Interim Co-ordi 
nating Committee for International Commodity Arrangements, to consist of 
the Executive Secretary of the Preparatory Committee for an International Con- 
ference on Trade and Employment as Chairman, a representative from the Food 
and Agriculture Organization to be concerned with agricultural primary com- 
modities, and a person to be selected at the discretion of the Secretary-General to 
he concerned with non-agricultural primary commodities, this Committee to keep 
informed of inter-governmental consultation or action in the field and to facili 
tate by appropriate means such consultation or action. 
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ANNEXURE 10—MULTILATERAL TRADE-AGREEMENT NEGOTIATIONS 


PROCEDURES FOR GIVING EFrFrect TO CERTAIN PROVISIONS OF THE CHARTER OF THE 
INTERNATIONAL TRADE ORGANIZATION BY MEANS OF A GENERAL AGREEMENT ON 
TARIFFS AND TRADE AMONG THE MEMBERS OF THE PREPARATORY COMMITTEE 


Section A—Introduction 


The Perparatory Committee has resolved to recommend to the governments 
concerned that the Committee sponsor traffic and preference negotiations among 
its members to be held in Geneva commencing 8 April, 1947." Upon the com- 
pletion of these negotiations the Preparatory Committee would be in a position 
to complete its formuiation of the Charter and approve and recommend it for 
the consideration of the International Conference on Trade and Employment 
which would be in a position to consider the Charter in the light of the assurance 
afforded as to the implementation of the tariff provisions. 


Section B—Proposed Negotiations among Members of Preparatory Committee 


General 

The results of the negotiations among the members of the Preparatory Com- 
mittee will need to be fitted into the framework of the International Trade Or- 
ganization after the Charter has been adopted. The negotiations must, there- 
tore, proceed in accordance with the relevant provisions of the Charter as already 
provisionally formulated by the Preparatory Committee. In the light of these 
provisions, the comments and explanations which follow may be useful as a guide 
to the negotiations. 
General Objectives 

An ultimate objective of the Charter, elaborated in Article 24, is to bring about 
the substantial reduction of tariffs and the elimination of tariff preferences, 
The negotiations among the members of the Preparatory Committee should, 
therefore, be directed to this end and every effort should be made to achieve as 
much progress toward this goal as may be practicable in the circumstances, 
having regard to the provisions of the Charter as a whole. 


Section C—General Nature of Negotiations 


1. Article 24, of the Charter provides that tariff negotiations shall be on a 
“reciprocal” and “mutually advantageous” basis. This means that no country 
would be expected to grant concessions unilaterally, without action by others, 
or to grant concessions to others which are not adequately counterbalanced by 
concessions in return, 

2. The proposed negotiations are also to be conducted on a selective, product-by- 
product basis which will afford an adequate opportuntiy for taking into account 
the circumstances surrounding each product on which a concession may be con- 
sidered. Under this selective procedure a particular product may or may not 
be made the subject of a tariff concession by a particular country. If it is 
decided to grant a concession on the product, the concession may either take 
the form of a binding of the tariff against increase or a reduction of the tariff, 
If the tariff on the product is reduced, the reduction may be made in greater 
or lesser amount. Thus, in seeking to obtain the substantial reduction of tariffs 
2s a general objective, there is ample flexibility under the selective procedure for 
taking into account the needs of individual countries and individual industries. 

3. The same considerations and procedures would apply in the case of import 
tariff preferences, it being understood that, in accordance with the principles set 
forth in Article 14 of the Charter (Most-Favoured-Nation Treatment) any 
preferences remaining after the negotiations may not be increased 

4. The various observations in this report regarding the negotiation of tariffs 
and tariff preferences should be read as applying (mutatis mutandis) to the 
negotiation of state-trading margins under Article 31 of the Charter. 


Section D—General Rules to be observed in Negotiations 


Paragraph (1) of Article 24 of the Charter sets forth the following self-ex- 
planatory rules to be observed during the negotiations 


* See Annexure 7. 
39888—54—pt. 431 
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(a) Prior International commitments shall not be permitted to stand 
1 the way of negotiations with respect to tariff preferences, it being under 
stood that action resulting from such negotiations shall not require the 
modification of existing international obligations except by agreement be 
tween the contracting parties or, failing that, by termination of such obli 
gations in accordance with their terms 
4h) All negotiated reductions in most-favoured-nation import tari 
operate automatically to reduce or eliminate margins of preference 
(c) Vhe binding or consolidation of low tariffs or of tarilf-free treatment 
Shall in principle be recognized as a concession equivalent in value to the 
substantial reduction of high tariffs or the elimination of tariff preferences.” 


Section B—Miscellaneous Rules for Guidance 


re a number of additional questions which should be borne in m 
for the proposed tariff negotiations among the members of the 
utory Committee 
Date for Negotiations 
1. Paragraph (1) of Article 14 of the Charter would except from the most- 
ivoured-nation provisions preferences “which do not exceed the preferences re 
ining after negotiations This means that all margins of preference re 
maining after negotiations would be bound against increase Also, as explained 
above, Article 14 requires that reductions of most-favoured-nation rates of duties 
shall operate automatically to reduce or eliminate margins of preference 
In order to determine what residual preferences shall be bound against in 
ase under Article 14, and in order to determine what preferences shall be 


reduced or eliminated automatically under Article 24, it is necessary to establis 


a date which will fix the height of the preferences in effect prior to the negotia 


tions 
}. It would be desirable for such purposes to fix a single date, common to all 
the countries participating in the negotiations However, the discussions dur 
the First Session of the Preparatory Committee indicate that the establish 
; date presents certain difficulties and may not be pra 
ested that immediately following the close of the Fir 
the Committee concerned shonld inform the Secretar 
as to the date which it proposes to use as the base date for 
iations with respect to preferences The Secretariat will promptly inform 
» other members rhe base date for negotiations established by any country 
ranting preferences should hold good for its negotiations on all products with 
ill other members of the Preparatory Committee, and should not vary from 
member to member or from product to product. 


Avoidance of New Tariff or other Restrictive Measures 

It is important that members do not effect new tariff measures prior to the 
negotiations which would tend to prejudice the success of the negotiations in 
achieving progress toward the objectives set forth in Article 24, and they should 
not seek to improve their bargaining position by tariff or other restrictive 
measures in preparation for the negotiations. Changes in the form of tariifs, 
or changes in tariffs owing to the depreciation or devaluation of the curreney 
of the country maintaining the tariffs, which do not result in an increase of the 
protective incidence of the tariff, should not be considered as new tariff increases 
nder this paragraph. 


Principal Supplier Rule 

1, It is generally agreed that the negotiations should proceed on the basis of 
the “principal supplier” rule, as defined in this paragraph. This means that 
each country would be expected to consider the granting of tariff or preference 
concessions only on products of which the other members of the Preparatory 
(committee, are, or are likely to be, principal suppliers. 

» In determining whether, on the basis of the “principal supplier’ rule, a 
product is to be included in the negotiations, reference should be had not merely 
to whether a particular member of the Preparatory Committee is, or may become, 
i principal supplier, but to whether the members of the Committee, taken as a 
whole, supply, or are likely to supply, a principal part of the product in question. 

}. In other words, if a principal part of total imports of a particular product 
nto the territory of a particular member is supplied by the other members of 
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the Preparatory Committee taken together, then the importing member should, 
as a general rule, be willing to include that product in the negotiations, even 
though no single other member of the Committee, taken by itself, supplies a 
principal part of the total imports of the product. 

4, In estimating the future prospects of a me} . or the member 
together, to become a principal supplier of a product, considerati 
given to the probable disappearance of ex-enemy countries as suppliers 
products and of the changes in the currents of trade created by the war. 


K'orm of Tariff Schedules 


1. It is contemplated that the tariff negotiations among the members of the 
Preparatory Committee will be multilateral, both in scope and in legal applica 
tion. Thus, there would result from the negotiations a total of sixteen” sched 
ules of tariff concessions, each schedule setting forth a description of the prod 
ucts and of the maximum (concession) rates of duty thereon which would be 
applicable in respect of the imports into a particular country. In this way each 
member of the Committee would be contractually entitled, in its own right and 
independently of the most-favoured-nation clause, to each of the concessions in 
each of the schedules of the other members. 

2. The multilateral form of the tariff schedules is designed to provide more 
stability than has existed in the past under bilateral tariff agreements, to assure 
certainty of broad action for the reduction of tariffs and to give to countries 
a right to tariff concessions on particular products which such countries might 
wish to obtain, but could not obtain under bilateral agreements, because of their 
relatively less important position as a supplier of the product concerned. The 
multilateral form also gives expression to the fact that each country stands 
to gain when another country grants tariff reductions on any product, even 
though primarily supplied by a third country. This point can be finally settled 
when the negotiations have proceeded sutliciently to enable all the varying 
factors to be taken into account 


Status of Preferential Rates of Duty 


1. The formulation by each member of the Preparatory Committee of a sched- 
ule of tariff concessions, Which would apply to all other members, raises a ques 
tion as to the method of relating to such schedules preferential rates of duty, 
which have been negotiated, as well as preferential rates on products for which 
most-favoured-nation rates have been negotiated. There appear to be two meth- 
ods which might be followed : 

(a) Such preferential rates might be incorporated in the multilateral 
schedules, qualified by the requirement that they apply only to the products 
of the countries receiving preferred treatment. 

(¥) Such preferential rates might be incorporated in separate schedules 
which would apply only to the preferred countries 

2. It should be left to the country concerned to determine which of the two 
methods indicated above it desires to follow. However a single schedule con 
taining both most-favoured-nation and preferential rates would seem to facilitate 
the work of both traders and governments, 


Section F—Procedures for Conducting Negotiations among the Members of the 
Preparator y Committee 


1. It is believed that the tariff negotiations among the members of the Prepara 
tory Committee can best be conducted in four stages 
First Stage.—(a) Each member should transmit to each other member, 
from which it desires to obtain tariff concessions, as soon as possible and 
preferably not later than 31 December 1946, a preliminary list of concessions 
which it proposes to request of such other member. This list should set 
forth for each product concerned 
(i) an indication of the existing rate of duty (where known) and 
(ii) an indication of the requested rate of duty Thirty copies of this 
list should be sent simultaneously to the Secretariat of the United Na 
tions, which will transmit one copy to each of the other members of the 
Preparatory Committee. 


S\ If the principles indicated in Article 33 of the Draft Charter should prove acceptable 
to the Soviet Union, these may in addition, be a schedule relating to an undertaking by the 
Soviet Union to purchase annually products valued at not less than an 


aggregate amount 
to be agreed upon 
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(b) In order to facilitate the negotiations, each member of the Preparatory 
Committee should transmit to the Secretariat of the United Nations, as soon 
as possible and preferably not later than 31 December 1946, thirty copies 
of its customs tariff showing the rates of duty currently applicable. The 
Secretariat will promptly transmit one copy to each of the other members 
of the Committee, 

Second Stage.—At the opening of the Second Session of the Preparatory 
Committee each member should submit a schedule of the proposed conces- 
sions which it would be prepared to grant to all other members in the light 
of the concessions it would have requested from each of them. 

Third Stage——(a) Notwithstanding the multilateral character of the 
negotiations, it will usually be found that only two or three countries will be 
directly and primarily concerned in the concession on a particular product, 
and that the interest of other countries, although material, will be secondary. 

(b) It is, therefore, proposed that the third stage of the negotiations will 
ordinarily consist of discussions on particular products between two, or 
possibly three or four countries. Accordingly for the purpose of engaging in 
such negotiations, each country should to the extent practicable have sepa- 
rate groups of persons competent to negotiate with each of the other coun- 
tries with which important negotiations are likely to be conducted. 

(c) The number of negotiating groups required by each country will, of 
course, tend to vary with the scope of its trade relations. In the case of 
large trading countries having important trade relations with most or all 
of the other members of the Committee, a large number of negotiating groups 
will be required. In the case of countries having less extensive trade rela- 
tions, a smaller number of negotiating groups will be sufficient. 

(7) In any event the timing of negotiations between particular groups 
will need to be scheduled, and in order that the United Nations Secretariat 
may have adequate notice to prepare for such scheduling, it would be 
desirable for each member of the Committee to notify the Secretariat, as 
far in advance as may be practicable, of the number of negotiating groups, 
which the member proposes to send to the negotiating meeting, and of the 
country or countries to which each negotiating group relates. 

Fourth stage—(a) The progress of the negotiations should be subject to 
general review by the Committee as a whole periodically during the negotia- 
tions and also in the final stage. General review by the Committee as a 
whole will enable each member to assess the benefits which it is likely to 
receive from the series of negotiations in the light of its total contributions, 
and will offset the tendency toward limiting concessions which results from 
a comparison of benefits exchanged between two countries alone. 

(b) It is clear that the general review by the Committee as a whole 
cannot take the form of a detailed examination of each concession. Rather 
the Committee would review the general level of tariff reduction achieved 
as indicated in summary reports. At the same time each member should 
be entitled to receive, on request, detailed information as to the status of 
negotiations on particular products between other members in order that 
it may be in a position to assert an interest in such negotiations. 

2. In order that the negotiations may proceed in an orderly fashion, it is 
desirable that a Steering Committee be established as soon as the various delega- 
tions have assembled at the Second Session. 


Section G—Result of the Negotiations 


If the tariff negotiations proceed successfully along the lines set forth above, 

there should emerge from the negotiations a tariff schedule for each member, 
each schedule containing concessions granted to all of the other members in 
their own right. These schedules might be identified as follows: 
Vame of Country! Schedule 
Australia dint aepnigihibliony sain ih etiaiipantatiiea inter illy tivmbesd) Memeame I 
Lelgo-Luxembourg-Netherlands Customs Union, Belgian Congo 

and Netherlands Overseas Territories sition ; Schedule II 

zil “ asian edigidines aa Schedule III 
Schedule IV 
Schedule V 
Schedule VI 


1 Separate, or possibly sub-divided, schedules may be necessary in the case of certain 
countries in order to provide adequately for certain overseas territories. 
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Name of Country Schedule 
Cuba_-_- : ; Schedule VII 
Czechoslovakia Schedule VIII 
France and French Union : Schedule IX 
India : chedule X 
New Zealand . chedule XI 
Norway chedule XII 
Syro-Lebanese Customs Union : ee chedule XIII 
Union of South Africa schedule XIV 
Union of Soviet Socialist Republics * chedule XV 
United Kingdom and the overseas territories for which 

international responsibility Schedule XVI 
United States _. Schedule XVII 


21f the principles indicated iy rticle 33 the Charter yuld prove acceptable to the 
Soviet Union, this schedule would relate, o tariff T mn but to an undertaking 
to purehase annually products valued at ne le han al grerezate amount to be greed 


’ H—GCeneral 


1. Once agreed upon the tariff schedules resulti rom the negotiations 
umong the members of the Preparatory Committee cannot ily be held in 
abeyance pending action by the International Conference on Trade and Employ 
ment and the adoption of the Charter by national legislatures 

2. It is, therefore, proposed that the tariff schedules be incorporated in an 
agreement among the members of the Preparatory Committee which would also 
contain, either by reference or by reproduction, those general provisions of 
Chapter V of the Charter considered essential to safeguard the value of the 
tariff concessions and such other provisions as may be appropriate. The Agree- 
ment should contain a provision under which the signatory governments could 
made any adjustments in the Agreement which may be desirable or necessary 
in the light of the action taken by the International Conference on Trade and 
Employment on the Charter. <A draft outline of a General Agreement on ‘Tariffs 
and Trade appears in Section I. The Drafting Committee should consider this 
outline and prepare a more complete draft for the consideration of the Prepara- 
tory Committee at its Second Session 

3. The General Agreement on Tariffs and Trade should be signed and made 
public at the close of the tariff negotiations. The Agreement should be legally 
independent of the Charter and should be brought into force as soon as possible 
after its signature and publication. Countries should be free to withdraw from 
the agreement at the end of three years or thereafter on giving six months’ 
prior notice. This will provide an opportunity for a review of the Agreement 
and any adjustment of the tariff schedules which may be considered desirable 

4. The Agreement should conform in every way to the principles laid down 
in the Charter and should not contain any provision which would prevent the 
operation of any provision of the Charter. 

5. The tariff concessions granted under the Agreement should be provisionally 
generalized to the trade of other countries pending the consideration by the 
International Conference on Trade and Employment of the question whether 
benefits granted under the Charter should be extended to countries which do 
not join the International Trade Organization and which, therefore, do not 
accept the obligations of Article 24. 


Section I—Creation of a Provisional Agency pending the Establishment of the 
International Trade Organization 


Certain of the provisions of the General Agreement on Tariffs and Trade, 
for example, those incorporating Article 34 of the Charter (Emergeney Action 
on Imports of Particular Products) and Article 35 of the Charter (Nullifica- 
tion or Impairment), will require for their successful operation the existence 
of an international body. It is proposed, therefore, that the members of the 
Preparatory Committee, which make effective the General Agreement on Tariffs 
and Trade, should create a provisional international ageney for this purpose 
This provisional agency would go out of existence upon the establishment of 
the International Trade Organization. 
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Section J Relation of the General Agreement on Tariffs and Trade to the 
International Trade Organization after its Establishment 


Interim Tariff Committee 


1. The Charter as now formulated provides in Article G7 that the countries 
which make effective the General Agreement on Tariffs and Trade shall con 
stitute the original members of th»* Interim Tariff Committee to be set up 
within the International Trade Organization after the International Con‘erence 
on Trade and Employment has met and the Organization has been established. 

2. The Interim Tariff Committee will have the function of determining whether 
(with respect to any negotiations subsequent to those culminating in the General 
Agreement on Tariffs and Trade) any member of the Organization has failed 
to live up to its obligations regarding tariff negotiations and, under paragraph 
(3) of Article 24 of the Charter, of authorizing complaining members to withhold 
tariff benefits from offending members. The following points should be noted 
with regard to this function: 

(a7) A member of the Organization may be admitted to membership in 
the Committee when the member has completed tariff negotiations “cor 
parable in seope or effect” to the negotiations already e¢ mmpleted by the 
orizinal members of the Committee. Thus, what is achieved by way of 

tariff action in the General Agreement on Tariffs and Trade will become the 
standard to which members of the Organization will be expected to con 
form in order to obtain membership of the Interim Tariff Committee. In 
applying this standard the Committee should have regard to the provisions 
of the Charter as a whole. 

(b) Since it is agreed that the original members of the Interim Tariff 
have taken adequate steps toward fulfillment of the tariff 
obligations of the Charter in respect of negotiations among themselves (see 
Article III of the draft General Agreement on Tariffs and Trade), the Com- 
mittee may not authorize one original member of the Committee to with 


Committee will 


32 


hold tariff concessions from another original member of the Committee 
This would be without prejudice, of course, to any d cisions reached, under 
t] auspices of the Organization, regarding a second series of tariff nego- 
tiations among the members of the Committes 

(c) Members of the Interim Tariff Committee must, in negotiations with 
members of the Organization which are not members of the Committee, be 
prepared to consider concessions on products of interest to the latter which 
vere not dealt with in the original negotiations. Refusal to negotiate on 
such products might warrant a legitimate complaint. Accordingly, the Com- 
mittee could in such cases authorize a member of the Organization, which is 
not a member of the Committee, to withhold tariff benefits from a | 
of the Committee. However, the extent to which a member of the O1 7 
tion, which is not a member of the Committee, might withhold tariff benefits 
from a member of the Committee would be limited only to tariff concessions 
which the former had already made pursuant to Article 24 and general tariff 

ilties could not be applied. 
(7d) The authority of the Committee would in all cases be limited to grant- 


permission to a member of the Organization to withhold tariff benefits 


fro. nother member. In no event could the Committee compel a member 
to withhold benefits. 


2 re for Broadening Men . the Interim Tariff Committee through 
{dditional Tariff Vegotiations 


Procedures must be developed for assuring, by negotiation, action for the 
if tariffs and the elimination of preferences by memebrs of the Or- 
which are not parties to the General Agreement on Tarilis i Trade 

uld not be original members of the Interim Tariff Committee. The 
alternative procedures are suggested for consideration: 

The original members of the Interim Tariff Committee would nego- 
tiate separate bilateral agreements with members of the Organization, 
which are not members of the Committee, and the latter would negotiate 
h agreements between themselves The Committee would judge as to 
when a particular country had completed enough such agreements to en- 
title it to membership in the Committee. 

(b) A member of the Organization, which is not an original member of 
the Committee, might offer to negotiate with the Committee a multilateral 


ee 


-It should be noted that the Organization, as distinct from the Committee, could au- 
thorize an original member of the Committee to withho'd benefits from another original 
member of the Committee under certain other provisions of the Charter. 
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schedule of concessions similar in scope and legal application to the sched 
ules appended to the General Agreement on Tariffs and Trade concluded 
among the original members of the Interim Tariff Committee and the 
original members of the Committee would agree to amend the multilateral 
schedules appended to the General Agreement on Tariffs and Trade to the 
extent necessary to assure appropriate concessions on products of which the 
country, not a member of the Committee, was a principal supplier 

2. Whatever procedure is adopted, due weight should be given in the negotiat- 


ing process to concessions already made as a result of prior negotiations 


Nection K—Tentative and Partial Draft Outl 
and Trade 


The governments in respect of which this Ag signed 

Having been named by the Economic and Social l | of United Nations 
to prepare, for the consideration of the Internationa mf » on Trade and 
Employment, a Charter for an Internationa I » Organizati of the United 
Nations; 

Having, as the Preparatory Committee for the Conference, recommended to the 
Conference the provisions of such a Charter, the text of which is set forth in 
the Report of the Preparatory Committee; and 

Being desirous of furthering the objectives of the Conference by providing 
an example of concrete achievement capable of generalization to all countries 
on equitable terms; 

Have, through their respective Plenipotentiari ig 1 as follows: 


ARTICLE I 


1. During the life of the Agreement eac! gnatory government shall make 
effective in respect to each other signatory government the provisions described 
below of the Charter for an International ade vanization of the United 
Nations recommended in the report of the Preparatory Committee 

{There would follow a list of the articles to be ine ed in the Agreement 

2. Functions entrusted to the proposed Internat al Trade Organization 
any of the provisions of the Charter incorporated i 
of paragraph 1 of this Article shall, pending the establishment of the Organiza 
tion, be carried out by a provisional international age nsisting of delegates 
appointed by the signatory governments 


ARTICLE II 


With regard to Articles 24, 32 and 33 of the ¢ 
tions for 
1. The reduction of tariffs and the 
2. Parallel action by state-tradin 
the signatory governments declare that 
this Agreement, taken this step towards 
Articles in respect of themselves and tl 
the spirit oft these Arti 
governments as may desire 
Organization. 


Each signatory government sha 
ritories of the other signatory 
appropriate Schedule annexed t 
thereof. 


(This Article would s¢ 
37 of the Charter. ) 
ARTICLI 


(This Article would reproduce the provi 
relating to territorial application. ) 


ARTICLE VI 


(This article would permit revision of the Agreement, by agreement 
the signatories, if necessary or desirable in order to take account of chang 
the Charter effected by the International Conference on Trade and Employment.) 
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ARTICLE VII 


(This Article would provide for the entry into force of this Agreement, its 
duration, and its termination. The Agreement would remain initially in force 
for three years. If not terminated at the end of the three-year period (which 
woulr require six months’ prior notice), it would remain in force thereafter, 


subject to termination on six months’ notice. 
There would be a number of purely technical and of purely legal provisions.) 


ANNEXURE 11 
UnIrep SratEs Drarr CHARTER 


FORWARD 


In December 1945 the Government of the United States published and trans 
mitted to other governments for their consideration a document entitled Pro- 
posals for Expansion of World Trade and Employment. 

These Proposals put forward the idea that there should be established an Inter 
national Trade Organization of the United Nations, the members of which would 
agree to conduct their commercial relations in accordance with rules to be set 
forth in the Charter of the Organization. The Proposals contained suggestions 
for rules to govern trade barriers, restrictive business practices, intergovern- 
mental commodity arrangements, and the international aspects of domestic em 
ployment policies and outlined a suggested structure for the International Trade 
Organization itself. The governments of several other countries have expressed 
their general agreement with these suggestions. 

In February 1946 the Economic and Social Council of the United Nations, at 
its first meeting, adopted a resolution calling for an international conference 
on trade and employment to consider the creation of an International Trade 
Organization. It also established a Preparatory Committee of 19 countries to 
arrange for the conference and to prepare a draft Charter for such an Organiza- 
tion. The Preparatory Committee is to meet in London in the fall of 1946. 

In preparation for the conference, the Government of the United States has 
prepared an elaboration of its Proposals in the form of a suggested Charter for 
the International Trade Organization. Copies of the suggested Charter have 
been transmitted to the Secretary-General of the United Nations and to the 
other governments named by the Economic and Social Council to serve on the 
Preparatory Committee. 

The suggested Charter is the work of many persons of competence and expe- 
rience in the departments and agencies of the United States Government. It is 
put forward, however, as a basis for discussion and not as a document express- 
ing the fixed or final views of this Government. The draft should clarify possible 
obscurities and remove any misunderstandings to which the condensed language 
of the Proposals may have given rise. 

W. L. Crayton, 
Under Secretary of State for Economic Affairs. 


SUGGESTED CHARTER FOR AN INTERNATIONAL TRADE 
ORGANIZATION OF THE UNITED NATIONS 


ESTABLISH MEN 


The International Trade Organization of the United Nations is hereby estab- 
lished and shall operate in accordance with the following provisions: 


CHAPTER I—PURPOSES 
ARTICLE 1 


General Purposes of the Organization 
The purposes of the Organization shall be: 

(1) To promote the solution of problems in the field of international 
commercial policies and relations through consultation and collaboration 
among Members. 

(2) To enable Members to avoid recourse to measures destructive of 
world commerce by providing, on a reciprocal and mutually advantageous 
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basis expanding opportunities for their trade and economic development 

(3) To encourage and assist the industrial and general economic develop- 
ment of Member countries, particularly of those still in the early stages 
of industrial development. 

(4) In general, to promote national and international action for the ex- 
pansion of the production, exchange and consumption of goods, for the 
recuction of tariffs and other trade barriers, and for the elimination of all 
forms of discriminatory treatment in international commerce; thus con- 
tributing to an expanding world economy, to the establishment and mainte- 
nance in all countries of high levels of employment and real income, and to 
the creation of economic conditions conducive to the maintenance of world 
peace. 

(5) To provide a centralized agency for the coordination of the work of 
Members to the above ends. 


CHAPTER II—MEMBERSHIP 


ARTICLE 2 
Membership 


1. The original Members of the Organization shall those countries repre- 
sented at the United Nations Conference on Trade and Employment which accept 
the provisions of this Charter by 31st December, 194 , or, in the event that this 
Charter has not entered into force by that date, the countries which have agreed 
to bring this Charter into force pursuant to the proviso to paragraph 3 of 


rticle 78 


2. Membership in the Organization shall be open to such other countries as 

accept the provisions of this Charter, subject to the approval of the Conference 

on recommendation of the Executive Board 
3. The Conference shall establish procedur 


s that will open a membership in 


e 
the Organization to the United Nations on behalf of the trust territories for 
which the United Nations is the administering authority. 


CHapTer III »MPLO’ 


Relation of Emploument to Pu poses of 

The Members recognize that the 
ployment opportunities for those able, 
to the full realization of the purposes 
that domestic programs to maintain o1 


with these purposes. 


General Understanding To Promote Full Employment 


Kach Member shall take action designed to achieve and maintain full employ- 
ment within its own jurisdiction through measures te ft 


appropriate to its political 
and econ ic institutions 


dance of Certain Hmployn 


In seeking to maintain or expand emp! 
which would have the effect « reating 
which are incompatible 


x 


ures 
Ss or 


indertakings de ed t iote : inding 


ne of international trade and investment. 
ARTICLE 6 


Consultation and Eachange of Information on Matters Relating to Employment 

The Members agree that they will: (1) make arrangements for the collection, 
analysis, and exchange of information on employment problems, trends, and pol 
icies and for the submission at regular intervals of reports on the measures 
adopted to give effect to Article 4; (2) consult regularly on employment prob- 
lems; and (3) hold special conferences in case of threat of widespread unemploy- 
ment. 
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ARTICLE 7 


ctions to Economic and Social Council 


th the Charter of the United Nations, the Economic and 
be responsible for furthering the objectives of ¢ hapter IIT 
fulfilment of the obligations assumed under Article 6. 


HAPTER IV GENERAL COMMERCIAL POLICY 
Nection A—General Commercial Provision 


ARTICLE 8 


General Most-Favored-Nation Treatment 


1. With respect to customs duties and charges of any kind imposed on or in 
connection with importation or exportation or imposed on the internatinal trans 
fer of payments for imports or exports and with respect to the method of levying 
such duties and charges, and with respect to all rules and formalities in connee 
tion with importation or exportation, and with respect to all matters relating to 
internal taxation or regulation referred to in Article 9, any advantages, favor 
privilege or immunity granted by any Member country to any product originating 
in or destined for any other country, shall be accorded immediately and uncon 
ditionally to the like product originating in or destined for all other Member 
countries. The principle underlying this paragraph shall also extend to the 
awarding by Members of governmental contracts for public works, in respect 
of which each Member shall accord fair and equitable treatment to the commerce 
of the other Members. 

2. The provisions of paragraph 1 of this Article shall not be construed to re 
quire the elimination of any preference in the rate of ordinary import customs 
duty which does not exceed the preference in force in any Member country on 
1 July, 1989, and which falls within the descriptions set forth in (@) or (bp), 
below, but such preferences shall in no event be increased above their level on 1 
July, 1946, and shall be subject to processes of elimination pursuant to the pro 

ions of Article 18 

(a) Preferences in force exclusively between territories in respect of 
which there existed on 1 July, 1939, common sovereignty or relations of pro 
tection or suzerainty Each Member to which this provision applies shall 
provide a list of such territories in respect of which preferences were in force 
on that date, which lists shall be incorporated in an annex to this Chapter. 

(b) Preferences in force exclusively between the United States of Amer 
ica and the Republic of Cuba. 


ARTICLE 9 


National Treatment on Internal Taration and Regulation 


1. The products of any Member country imported into any other Member 
country shall be exempt from internal taxes and other internal charges higher 
than those imposed on like products of national origin, and shall be accorded 
treatment no less favorable than that accorded like products of national origin 
in respect of all internal laws, regulations or requirements affecting their sale, 
transportation or distribution or affecting their mixing, processing, exhibition or 
other use, including laws and regulations governing the procurement by govern 
mental agencies of supplies for public use other than by or for the military es- 
tablishment. The provisions of this paragraph shall be understood to preclude 
the application of internal requirements restricting the amount or proportion of 
an imported product permitted to be mixed, processed, exhibited or used 

2. The Members recognize that the imposition of internal taxes on the products 
of other Member countries, for the purpose of affording protection to the domestic 
production of competitive products, would be contrary to the spirit of this Article, 
and they agree to take such measures as may be open to them to prevent in the 
future the adoption of new or higher taxes of this kind within their territories. 


ARTICLE 10 
Freedom of Transit 
1. There shall be freedom of transit through the Member countries via the 
routes most convenient for international traffic in transit to or from other 
Member countries. 
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2. Any Member may require that traffic in transit through its territory be 
entered at the proper customhouse, but, except in cases of failure to comply 
with applicable customs laws and regulations, such traffic coming from or going 
to other Member countries shall be exempt from the payment of any transit duty, 
customs duty, or similat charge, and shal not be l ject lo any unnecessary 
delays or restrictions. 

5. All charges and regulations imposed by Members 
from other Member countries shall be reasouable, having 
of the traflie 

t. With respect to all charges, rules, and formalities 
each Member shall aceord to tratti 
country treatment no less favorable 
trinsit to or from any other country 

0. Each Member shall accord to products which have been in 
any other Member country treatment no less favorable than that 


have been accorded to such products had they been transported from their origin 
to their destination without going through such other Member country 


6. Persons, baggage and goods, and also vessels, conching and goods stock, and 


other means of transport, shall be deemed to be in transit across the territory of 
a Member when the passage across such territory, with or without transshipment, 
warehousing, breaking bulk, or change in the mode of transport, is only a por 

of a complete journey, beginning and terminating beyond the frontier 
Member across whose territory the transit takes place. Traffic of this nati 
termed in this Article “traffic in transit.’ 


ARTICLE i1 


intidumping and Countervailing Duties 


1. No antidumping duty shall be imposed on any product of any Member country 
imported into any other Member country in excess of an amount equal to the 
margin of dumping under which such product is being imported. For the purposes 
of this Article, the margin of dumping shall be Hnderstood to mean the amount 
by which the price of a product exported from one country to another is less than 
(a) the comparable price charged for the like or similar product to buyers in the 
domestic market of the exporting country, or, ( the absence of such domestic 
price, the highest comparable price at which the or similar product is sold 
for export to any third country, or, (¢c) in the absence of (a) and (b), the cost of 
production of the product in the country of origin; with due allowance in each 
ease for differences in conditions and terms of sale, for differences in taxation, 
and for other differences affecting price comparability 

2. No countervailing duty shall be imposed on any product of any Member 
country imported into any other Member country in excess of an amount equal 
to the estimated bounty or subsidy ascertained to have been granted, directly or 
indirectly, on the production or export of such product in the country of origin 
or exportation. 

3. No product of any Member country imported into any other Member country 
shall be subject to antidumping or countervailing duty by reason of the exemption 
of such product from duties or taxes imposed in the country of original or 
exportation upon the like product when consumed domestically 

4. No product of any Member country imported into any other Member country 
shall be subject to both anti-dumping and countervailing duty to compensate 
for the same situation of dumping or export subsidization. 

5. Each Member undertakes that as a general rule it will not impose any 
antidumping duty or countervailing duty on the importation of any product of 
other Member countries unless it determines that the dumping or subsidization, 
as the case may be, under which such product is imported, is such as to injure or 
threaten to injure a domestic industry, or is such as to prevent the establishment 
of a domestic industry 


ARTICLE 12 
Tariff Valuation 


1. Members undertake to work toward the standardization. in so far as practi- 
cable, of definitions of value and of procedures for determining the value of 
products subject to customs duties or other restrictions based upon or regulated 


in any manner by value. With a view to furthering such cooperation, the 
Organization is authorized to investigate and recommend to Members such hases 
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and methods for determining the value of products as would appear to be best 
Suited to the needs of commerce and most capable of widespread adoption. 

2. The Members recognize the validity of the following general principles of 
tariff valuation, and they undertake to give effect to such principles, in respect 
of all products subject to duty based upon or regulated by value, at the earliest 
practicable date: 

(a) The value for duty purposes of imported products should be based on 
the actual value of the kind of imported merchandise on which duty is 
assessed, Or the nearest ascertainable equivalent of such value, and should 
not be based on the value of products of national origin or on arbitrary 
or fictitious valuations, 

(b) The value for duty purposes of any imported product should not 
include the amount of any internal tax, applicable within the country of 
origin or export, from which the imported product has been made exempt. 

(ec) In converting the value of any imported product from one currency 
to another, for the purpose of assessing duty, the rate of exchange to be 
used should be fixed in accordance with prescribed standards to reflect 
effectively the current value of each currency in commercial transactions, 
and until the elimination of dual or multiple rates of exchange either one or 
more than one rate for each dual- or multiple-rate currency may be so fixed 

(d) The bases and methods for determining the value of products subject 
to duties regulated by value should be stable and should be published in full 
detail, in order that traders may be enabled to estimate, with a reasonable 
degree of certainty, the amount of duty likely to be imposed 


ARTICLE 13 
Customs Formalities 

1. The Members recognize the principle that subsidiary fees and charges 
imposed on or in connection with importation or exportation should be limited 
in amount to the approximate cost of services rendered and should not represent 
an indirect protection to domestic products or a taxation of imports or exports 
for fiscal purposes. They also recognize the need for reducing the number and 
diversity of such subsidiary fees and charges, for minimizing the incidence and 
complexity of import and export formalities, and for decreasing and simplifying 
import and export documentation requirements. 

2. Members undertake to review their customs laws and regulations with a 
view to giving effect to the principles and objectives of paragraph 1 of this Article 
at the earliest practicable date and shall report to the Organization from time 
to time on the progress made. The Organization is authorized to request such 
reports of Members and to assist and cooperate with them in carrying out the 
provisions of this paragraph. 

3. Greater than nominal penalties shall not be imposed by any Member in 
connection with the importation of any product of any other Member country 
because of errors in documentation which are obviously clerical in origin or with 
regard to which good faith can be established. Moreover, Members shall remit 
any penalty imposed on or in connection with the importation of any product of 
any other Member country if it is officially found that the penalty has been 
imposed because of actions which resulted from errors or advice of responsible 
customs officials. 

1. The provisions of this Article shall extend to fees, charges, formalities and 
requirements relating to all customs matters, including 

(a) Consular transactions; 
(6) Quantitative restrictions ; 


(c) Licensing; 


Yr) 
(d) Exchange regulations; 
(e) Statistical services; 
Documents, documentation and certification ; 
(7) Analysis and inspection ; and 
(h) Quarantine, sanitation and fumigation (plant animal and human). 


ARTICLE 14 
Marks of Origin 
1. The Members agree that in adopting and implementing laws and regula- 
tions relating to marks of origin, the difficulties and inconveniences which such 
measures may cause to the commerce and industry of exporting countries should 
be reduced to a minimum, 
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2. Each Member shall accord to the products of each other Member country 
treatment with regard to marking requirements no less favorable than the 
treatment accorded like products of any third country 

8. Whenever administratively possible, Members shall permit required marks 
of origin to be imposed at the time of 

4. The laws and regulations of the ibers relating to the marking of im- 
ported products shall be 1 as to pe t compliance without seriously dam 
aging the products, or materia reducing their value, or unreasonably increas- 
ing their cost. 

5. Members a my from their marl requirement he following 
products : 

(a) Products ine: 
(b) Products which cannot marked except at unreasonable expense 
(c) Products in tr: 
d) Products in b 
(e) Samples and 
(f) Containers of 
ported and sold at retail in sealed containers; 
(7) Products of a type ordinarily imported and sold 


containers, provided such containers are properly marked ; 

(h) Products over 20 years old and their containers; 

(i) Products intended for the personal use of the importer or family 
or for use in his factory or place of | , and not intended for sale, and 
the containers of such products; 

(j) Crude substances and ra materials: and also the containers of such 
products if the products are intended for use by the person for whom the im 
portation is made, or for his account in manufacturing new and different 
products 

6. No special duty or penalty shall be imposed by any Member for failure to 
comply with the marking requirements prior to importation unless corrective 


marking has been unreasonably delayed or false marks have been intentionally 


affixed or the required marking has been intentionally omitted 


ARTICLE 15 


Publication and Administration of Trade Regulations—Advance N 
strictive Regulations 


nt 
0 
l 


1. Laws, regulations, decisions of judicial authorities and adminstrative rul 
ings of general application made effective by any Member, pertaining to the « 
ification or valuation of products for customs purposes, or to rates of dut 
taxes or other charges, or to requirements, restrictions or prohibitions on 


ports or exports or on the transfer of payments therefor, or affecting their 


or distribution, or affecting their warehousing, inspection, exhibition, processir 
mixing or other use, shall be published promptly in such a manner as to ena 
traders and governments to become acquainted with them Ag nent 
between the government or a governmental agency of a Member 
the government or a governmental agency f any other country 
international trade policy shall al he published. Copies of suc! 
tions, decisions, rulings and agreements shall be communicated pr 
Organization. This paragraph shall not require any Member 
istrative rulings which would disclose I ential informati 
forcement, or otherwise be inimical t pul 

2. Members shall administer in a unifori 
all laws, regulations, decisions and rulings 
of this Article. Moreover, they undertake to n 
as practicable, for the review and correction of 
customs matters, judicial or administrative tri inde 
pendent of the agencies entrusted with administrative fi . Finally 
each Member will enforce all measures necessary to suppress and prevent 
exaction of charges and the prescription of requirements in respect of in 
national trade which are not provided for in its published laws or regulatio 

3. No law, regulation, decision or ruling of any Member effecting an advan 
in a rate of import or export duty or other charge under an established and 
uniform practice, or imposing a new or more burdensome requirement, restriction 
or prohibition on imports or exports or on the transfer of payments therefor, shall 
as a general rule, be applied to products of any other Member already en route at 
the time of publication thereof in accordance with paragraph 1 of this Article: 
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Provided, That if any Member customarily exempts from such new or increased 
obligations products entered or withdrawn from warehouse for consumption, or 
cleared for export, during a period of thirty days after the date of such publica- 
tion, such practice shall be considered full compliance with this paragraph. The 
provisions of this paragraph shall not apply to antidumping or countervailing 
duties. 


ARTIOLE 16 


Information, Statistics and Trade Terminology 


1. Members agree to make available promptly to the Organization, in as 
detailed and accurate a manner as practicable, such statistics relating to their 
foreign trade as the Organization deems necessary in connection with the fuifiil 
ment of its functions, including as the minimum essential to the effective dis 
charge of its duties data on the following subjects: 

(a) Exports and imports of merchandise, distinguishing in so far as 
possible the movement of transit trade, and taking into account the de 
sirability of uniformity in international trade statistics; 

(b) Governmental revenue from import and export duties and from 
other taxes imposed on products moving in international trade, and subsidy 
payments affecting such trade. 

2. Statistics of exports and imports of merchandise furnished to the Organi 
vation shall so far as practicable be related to tariff classifications and shall 
be in such form as to reveal the operation of any restrictions on importation or 
exportation which are Pased upon or regulated in any matter by quantity or 
value, or by amounts of exchange made available. 

3. Members agree to make available to the Organization, in as detailed and 
accurate a manner as practicable, such statistics on other economic subjects as 
the Organization deems necessary in connection with the fulfillment of its func- 
tions, and in particular statistics relating to balances of payments and prices, so 
far as the statistics are not being furnished to any other international organiza- 
tion having functions to which the statistics are more particularly related and 
from which the Organization can obtain the required information. 

4. The Organization shall act as a center for the collection and exchanee of 
statistical and other information relating to international trade, thus facilitating 
the preparation of studies designed to assist Members in developing policies which 
further the purposes of this Charter. The Organization shall make such data 
available to the Economic and Social Council of the United Nations and to other 
interested international organizations and shall, in cooperation with these organi 
zations, seek to bring about improvements in the methods of collecting, analyzing 
and publishing economic statistics, particularly those relating to international 
trade, and topromote the international comparability of such statistics, including 
the international adoption of standard commodity classifications. The Organiza- 
tion shall also, in cooperation with such other organizations, compile and publish 
summary comparative statistics relating to the subjects specified in paragraph 1 
of this Article. 

5. Members agree to publish the statistics referred to in paragraph 1 of this 
Article promptly and in as much detail as practicable and to cooperate with the 
Organization in carrying out the objectives of paragraph 1 of this Article. 

6. Members undertake to co-operate with the Organization in promoting the 
international adoption of standard definitions of terms customarily used in com- 
mercial practice, and in developing standards to which goods may he manufac 
tured or graded. Members undertake to cooperate in introducing such standards 
as are found to be desirable and practicable to encourage the freer movement of 
goods in international trade 

7. The Organization, in cooperation with the other organizations referred to 
in paragraph 4 of this Article, may adopt standards, nomenclature, terms and 
forms to be used in official documents and statistics of Members in the field of 
nternational trade. Such standards, nomenclature, terms or forms shall auto- 
matically become effective as to all Members of the Organization after notice has 
been given of their adoption by the Organization, except for such Members as may 
notify the Director General of rejection or reservations within the period stated 
n the notice, which period shall be not less than six months. 


ARTICLE 17 
Rovecotts 
No Member shall encourage, support or participate in boycotts or other cam- 
paigns which are designed to discourage, directly or indirectly, the consumption 








a 
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within its territory of products of other Member countries on grounds of origin, 
or the sale of products for consumption within other Member countries on grounds 
of destination. Moreover, each Member shall discourage, by such means as may 
be available to it, such campaigns by political entities within its jurisdiction. 


Section B—Tariffs and Tariff Preferences 


ARTICLE 18 


Reduction of Tariffs and Elimination of Preferences 


1. Each Member, other than a Member subject to the provisions of Article 
28, shall, upon the request of any other Member or Members, enter into reciprocal 
and mutually advantageous negotiations with such other Member or Members 
directed to the substantial reduction of tariffs (or of margins of protection af 
forded by State trading) on imports and exports, and to the elimination of import 
tariff preferences. These negotiations shall proceed in accordance with 
following rules: 

(a) Prior international commitments shall not be permitted to stand in 
the way of action with respect to tariff preferences. 

(b) All negotiated reductions in most-favored-nation import tariffs shall 
operate automatically to reduce or eliminate margins of preference, so that, 
in respect of any product on which the most-favored-nation rate of duty is 
reduced or bound against increase pursuant to the negotiations, the margin 

of preference which may apply to such product may not exceed the margin 

by which the most-favored-nation rate, as reduced or bound against increase, 

exceeds the preferential rate in force on 1 July, 1939. 

2. Each Member participating in negotiations pursuant to paragraph 1 of this 
Article shall keep the Organization informed of the progress thereof and shall 
transmit to the Organization a copy of the agreement or agreements incorporating 
the results of such negotiations. 

3. If any Member considers that any other Member has failed, within a reason- 
able period of time, to fulfill its obligations under paragraph 1 of this Article, 
such Member may refer the matter to the Organization, which shall investigate 
the matter and make appropriate recommendations to the Members concerned 
The Organization, if it finds that a Member has, without sufficient justification, 
failed to negotiate with such complaining Member as required by paragraph 1 of 
this Article, may determine that the complaining Member, or in exceptional cases 
the Members of the Organization generally, shall, notwithstanding the provisions 
of Article 8, be entitled to withhold from the trade of the other Member any of 
the tariff reductions which the complaining Member, or the Members 
Organization generally, as the case may be, may have negotiated pursuant to 
paragraph 1 of this Article, and if such reductions are in fact withheld, such other 
Member shall then be free, within sixty days after such action is taken, to with 
draw from the Organization on sixty days’ written notice to the Organization. 
The provisions of this paragraph shall operate in accordance with the provisions 
of Article 56 


the 


of the 


Section C—Quantitative Restrictions 


ARTICLE 19 


General Elimination of Quantitative Restrictions 


1. Except as otherwise provided elsewhere in this Chapter,” no prohibition or 
restriction other than duties, taxes or other charges, whether made efiective 
through quotas, licenses or other measures, shall be imposed or maintained by 
any Member country on the importation of any product of any other Member 
country, or on the exportation, or sale for export, of any product destined for 
any other Member country. 

2. The provisions of paragraph 1 of this Article shall not extend to the 
following: 

(a) Prohibitions or restrictions on imports or exports, imposed or main 
tained during the early post-war transitional period, which are 

(i) the equitable distribution among the several consuming countries of 
products in short supply, whether such products are owned by private inter 


ests or by the government of any Member country or (ii) the orderly liquida- 


essential to 


3 See paragraph 2 of Article 19; Article 20; paragraph 1 Article 22; and Article 29 
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tion of temporary surpluses of stocks owned or controlled by the government 
of any Member country: Provided, That restrictions under (ii) of this sub- 
paragraph may be imposed by any Member only after consultation with other 
interested Members with a view to appropriate international action. Im- 
port and export prohibitions and restrictions imposed or maintained under 
this subparagraph shall be removed as soon as the conditions giving rise to 
them have ceased to exist and, in any event, not later than 1 July, 1949: Pro 
vided, That this period may, in extraordinary and abnormal circumstances, 
and with the concurrence of the Organization, be extended in respect of any 
product for further periods not to exceed six months each 

(b) Export prohibitions or restrictions temporarily imposed to relieve 
conditions of distress which are local to the exporting country and which 
are caused by severe shortages of foodstuffs or other essential products. 

(c) Import and export prohibitions or restrictions necessary to the appli- 
eation of standards for the classification and grading of commodities in inter 
national commerce. 

(¢d) Export or import quotas imposed under inter-governmental commodity 
agreements concluded in accordance with the provisions of Chapter VI. 

(e) Import restrictions on any agricultural product, imported in any form, 
necessary to the enforcement of governmental measures which operate (i) 
to restrict the quantities of the like domestic product permitted to be marketed 
or produced, or (ii) to remove a temporary surplus of the like domestic prod 
uct by making the surplus available to certain groups of domestic consumers 
free of charge or at prices below the current market level. Any Member 
imposing restrictions on the importation of any product pursuant to this 
subparagraph shall give public notice of the total quantity or value of the 
product permitted to be imported during a specified future period and of 
any change in such quantity or value. Moreover, any restrictions imposed 
under (i) of this subparagraph shall not be such as will reduce the total 
of imports relative to the total of domestic production, as compared with 
the proportion between the two prevailing during a previous representative 
period, account being taken in so far as practicable of any special factors 
which may have affected or may be affecting the trade in the product 
concerned. 


ARTICLE 20 


Restrictions to Restore Equilibrium in the Balance of Payments 


1. Notwithstanding the provisions of Article 19, any Member confronted with 
an adverse balance of international payments may, as an aid to the restoration 
of equilibrium therein, impose or maintain restrictions on the quantity or value 
of merchandise permitted to be imported. The imposition or mantenance of 
restrictions under this paragraph shall conform to the conditions and require 
ments set forth in paragraphs 2 or 3 of this Article, as the case may be. 

2. Any Member which considers such action necessary to restore equilibrium 
in its balance of international payments shall be entitled to impose or maintain 
quantitative import restrictions under paragraph 1 of this Article until 31 De- 
cember, 1949: Provided, That any Member availing itself of the privileges of 
this paragraph shall consult, through the Organization, with the other Members 
affected with a view to assuring that the effects of such restrictions on their 
commercial interests are minimized to the fullest possible extent compatible with 
the safeguarding of the balance of payments of the Member imposing the restric- 
tions. Any Member still maintaining such restrictions on 31 December, 1949, 
shall complete arrangements so that no such restrictions shall remain in force 
on or after the expiration of six months from that date. 

3. Notwithstanding the provisions of paragraph 2 of this Article, any Mem- 
ber shall be entitled to impose balance-of-payments restrictions, whether during 
or after the transitional period provided for in paragraph 2 of this Article, sub 
ject to the following conditions: 

(a) No Member shall impose such restrictions under this paragraph unless 

such action is necessary (i) to arrest a long continuing or large deficit in 

the Member’s balance of payments, or (ii) in the case of a Member with 
very low monetary reserves, to forestall a large deficit in the Member's bal 
ance of payments. Such restrictions under (i) shall be progressively relaxed 
e reduction of the deficit in the Member’s balance of payments and 

Col ‘tely removed upon the elimination of the deficit in the Mem- 

of payments. Such restrictions under (ii) shall be pro- 
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gressively relaxed with improvement in the Member’s monetary reserves, 
and shall be completely removed with the attainment by the Member of 
adequate monetary reserves. The deficit or surplus in a Member’s balance 
of payments shall be understood to mean its deficit or surplus on current 
account, as defined in Article XIX (i) of the Articles of Agreement of the 
International Monetary Fund. A Member’s monetary reserves shall be un 
derstood to mean its reserves as defined in Article XIX (e) of the Articles 
of Agreement of the International Monetary Fund. 

(0) Any Member imposing new restrictions, or continuing beyond the 
transitional period restrictions imposed pursuant to paragraph 2 of this 
Article, shall enter into consultation with the Organization within thirty 
days after the imposition of new restrictions, or after the expiration of the 
transitional period, as the case may be. The Organization shall seek con- 
sultation with the International Monetary Fund in reviewing, in the light 
of the criteria set forth in (@) above, t balance of payments or monetary 
reserves of any Member availing itself of the privileges of this paragraph 

(c) Any Member which considers that any other Member is applying 
import restrictions under this paragraph contrary to the letter or spirit of 
the undertakings in this Charter with respect to such restrictions, or in a 
mauner fending to impair the commercial relations between the two Mem 
bers, shall be entitled to bring the matter before the Organization for dis- 
cussion, and the Member imposing the restrictions shall undertake in these 
circumstances to enter into discussions with a view to a mutually satisfac- 
tory settlement of the matter. The Organization may determine that such 
restrictions are not in harmony with the principles set forth in this para- 
graph and in the event appropriate action is not taken within thirty days 
after such determination any Member which considers that such restrictions 
have impaired its commercial relations with the Member imnosing the 
restrictions shall be free, within sixty days after the date of such determina- 
tion, to suspend on sixty days’ written notice to the Organization the appli- 
cation to the trade of such Member of any of the obligations or concessions 
under this Chapter the suspension of which the Organization does not 
recommend against. 

4. Restrictions maintained or imposed under this Article by any Member shall 
be so administered as to avoid unnecessary dislocation to the trade of other 
Members having an interest in the exportation of particular products. ‘To this 
end the Member mainfaining or imposing such restrictions shall apply them to 
all important products in a manner as nearly uniform as practicable and shall 
in no event apply them in such a manner as would prevent the continuous im- 
portation in minimum commercial quantities of any product (@) if imports of 
the product are supplied principally or in important part by any other Member 
or Members, or (0) if imports of the product are important to the maintenance 
of the economy of any other Member engaged in exporting the product to the 
Member maintaining or imposing such resirictions. 


ARTICLE 21 


Nondiscriminatory Administration of Quantitative Restrictions 

1. No prohibition or restriction shall be imposed by any Member pursuant to 
this Section on the importation of any product of any other Member country, 
or on the exportation of any product destined for any other Member country, 
unless the importation of the like product of all third countries, or the exporta 
tion of the like product to all third countries, respectively, is similarly pro- 
hibited or restricted. In order to facilitate observation of the operation of the 
provisions of this paragraph in so far as they relate to import restrictions, 
Members undertake that in the application of such restrictions they will employ 
the use of quotas, and will avoid the use of licensing or other non-quota methods 
of restriction, to the fullest practicable extent. 

2. In the case of import restrictions imposed in the form of quotas, the Member 
imposing such restrictions shall give public notice of the total quantity or value 
of the product or products permitted to be imported during a specified future 
period, and of any change in such quanii(; iiue If any Member imposing 
such quotas allots a share of the total quantity or value to any other country, 
it shall allot to the other Member countries having an important interest in the 
trade in the product with respect to which an allotment has been made, shars 
based upon the proportions of the total quantity or value supplied by such Men 
ber countries during a previous representative period, account being taken in so 
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far as practicable of any special factors which may have affected or which may 
be affecting the trade in that product No conditions or formalities shall be 
imposed which would prevent any Member country from fully utilizing the share 
of any such total quantity or value which has been allotted to it The pro 
sions of this paragraph shall also apply to any tariff quota established or main 
tained by any Member 
In the case of import restrictions for which quota determinations have not 
been made, the Member imposing the restrictions shall provide, upon the request 
of any other Member having an interest in the trade in the product concerned, al 
relevant information as to the administration of the restriction, including in 
formation as to the import licenses granted over a past recent period and the 
distribution of such licenses. Restrictions under this paragraph shall in no 
event be applied by sources of supply and no import license or permit utilized 
on with such restrictions shall require or provide that the license 
utilized for the importation of the product concerned from a par 
ticular country 


} 


4. With regard to restrictions imposed in accordance with paragraph 2 of this 


2 of 
Article or under paragraph 2 (e) of Article 19, the selection of a representative 
period for any product and the appraisal of any special factors affecting the 
trade in the product shall be made initially by the Member imposing the restric- 
tion: Provided, That such Member shall, upon the request of any other Member 
having an important interest in the trade in that product, or upon the request of 
the Organization, consult promptly with the other Member or with the Organiza 

garding the need for an adjustment of the base period sé lected or for the 


atsal of the special factors involved 


ARTICLI 


ceptions From Rule of Nondiscrimination 


Members which are members of the International Monetary Fund shall 
be precluded by this Section ffom applying quantitative import restrictions 
having equivalent effect to any exchange restrictions which the Member is 
ithorized to impose in conformity with Article VII of the Articles of Agreement 
the International Monetary Fund, or (/)) essential to the maintenance, under 
XX, Section 4 (g) of that Agreement, of the con 1 par value of the 

f territ es having a common quota in the 
of paragraphs 1, 2, and 3 of Article 21 shall not apply (a) in 
application would have the effect of preventing the Member 
referred to in those paragraphs from utilizing, for the 
rts, inconvertible currencies accumulated up to 31 De- 
inconvertible at the time of their use, or (bh) to prohibi 
sed under subparagraphs 2 (¢ r2 (d) of Article 


Nection. D 


ARTICLE 


ange Restrictions in Relation to Current Commodity Trane- 


avoid the imposition of trade restrictions and discriminations 

e techniques, the Members agree that they will impose no restric 

naking of payments and transfers for such current international 

ons as consist of payments due in connection with the importation of 

any product: Provided, That this obligation shall not prevent any Member from 

imposing such restrictions on transactions with non-Members, unless the Organi- 
zation finds that such restrictions prejudice the interests of other Members 

2. The obligations of paragraph 1 of this Article shall not prevent any Member 

is a member of the International Monetary Fund from imposing restri 

conformity with the Articles of Agreement of the Intert ynal Mone- 

Fund Pro led, That no Member of the Organization shall invoke or con- 

nvoke the provisions of Article XTV. Section 2, of the Articles of Agree- 

International Monetary Fu for the purpose 

he making of payments and transfers 


product of any other Member, except 


of imposing restric- 
n connection with the importa- 

such exchange restrictions as 
and correspond to quantitative restrictions authorized by, and 


requirements set forth in, Articles 20, 21 and 22 of this Charter: 
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ind provided further, That the provisions of this paragraph shall not be con 
strued to authorize anv Member of the Organization to impose restrictions on 
transactions with any other Member by virtue of Article XI, Section 2, of the 
Articles of Agreement of the International Monetary Fund. 

3. The Organization shall respect the authority and jurisdiction in respect 
of exchange matters assigned to the International Monetary Fund by the 
Articles of Agreement of the International Monetary Fund and shall seek to 
cooperate with the Fund to the end that the Fund and the Organization may 
pursue a common policy with regard to exchange questions within the compe 
tence of the Fund and questions of quantitative restrictions or other trade 
measures within the competence of the Organization 

1. This Article shall become effective upon the expiration of 
the day on which this Charter enters into force 


six months from 


ARTICLE 24 


Vondiscriminatory Administration of Rarchange Restrictions 


Members maintaining or establishing exchange restrictions shall accord to the 
trade of other Members the equality of treatment with respect to all aspects of 
such restrictions required of members of the Fund under the provisions of the 
Articles of Agreement of the International Monetary Fund, or, in cases in which 
the approval of the Fund is required, the equality of treatment prescribed by the 
Fund after consultation with the Organization 


Nection E—NSubsidica 


ARTICLE 25 


General Undertaking Regarding Subsidies—Elimination of I rport Subsidies 
Laceptions 
1. Except as provided in paragraphs 2 and 8 of this Article, if any Member 
establishes or maintains any subsidy, including any form of 
support, to the domestic producers of any product, which operates to increase 


the exports of such product from, or to reduce 


income or price 


the imports of such product into, 
the territory of the Member, such Member shall notify the 


i Oreanization in 
writing as to the extent and nature of the subsidiz 


ation, aS to the antici 
effect of the subsidization on the quantity of the ] 


i ated 
: product imported into and 
exported from the territory of the Member, and as to the conditions makin 


ng the 
subsidization necessary In any case in which it 


is determined that serious 
njury to the trade of any Member is caused or threatened by the operation of 
any such subsidization, the Member granting such subsidi 


1 
I 
) 


ation shall undertake 
to discuss with the other Member or Members concerned, or 
tion, the possibility of limiting the subsidization 

2. Except as provided in paragraph 3 of this Article, no Member shall grant, 
directly or indirectly, any subsidy on the exportation of any product, or establish 
or maintain any other system which results in the sale of such product for 
export at a price lower than the comparable price charged for the like product 
to buyers in the domestic market, due allowance being made for differences in 
conditions and terms of sale, for differences in taxation, and for other differences 
affecting price comparability The preceding sentence shall 


the Organiza 


1ot be construed to 
prevent any Member from exempting exported products from duties or taxes 
imposed in respect of like products when consumed domestically or from remit- 
ting such duties or taxes which have accrued Members shall give effect to the 
provisions of this paragraph at the earliest practicable date, but in any event 
not later than three years from the day on which this Charter enters into force. 
If any Member considers itself unable to make the provisions of this paragraph 
effective in respect of any specified product or | 


products upon the expiration of 
such period, such Member shall, at least three months before the expiration of 


such period, give to the Organization a notice in writing to that 
panied by an explanatory statement and an indication as to the extension 
the neriod desired. It s i] then be determing d whether such period should be 
extended for the Member desiring an extension in 

products concerned 


3. (a) In any case in which it is determined that a specified product is 
likely to become, in burdensome world surplus, the Members which are sub 
tially interested in the production, trade or consumption of such product 


ellect, accom- 


respect of the product o1 
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_ 


upon the invitation of the Organization or of any such Member, consult with 
each other with a view to the adoption of measures to increase consumption and 
to reduce production through the diversion of resources from uneconomic pro- 
duction, or with a view to seeking, if necessary, the conclusion of an intergovern- 
mental commodity agreement in accordance with the provisions of Chapter VI 
of this Charter 

(b) If it is determined that the measures provided for in subparagraph (a) of 
this paragraph have not succeeded, or do not promise to succeed, within a reason- 
able period of time, in removing, or preventing the development of, a burden- 
some world surplus of the product concerned, the requirements of paragraphs 1 
and 2 of this Article shall cease to apply in respect of such product as of the 
effective date of such determination and shall not be reapplied in respect of such 
product until a date determined in accordance with procedures approved by the 
Organization 

(c) Notwithstanding the provisions of paragraphs 2 and 3 (b) of this Article, 
no Member shall grant any subsidy on the exportation of any product which has 
the effect of acquiring for that Member a share of world trade in that product 
in excess of the share which it had during a previous representative period, 
account being taken in so far as practicable of any special factors which may 
have affected or may be affecting the trade in that product. The selection of 
a representative period for any product and the appraisal of any special factors 
affecting the trade in the product shall be made initially by the Member granting 
the subsidy: Provided, That such Member shall, upon the request of any other 
Member having an important interest in the trade in that product, or upon the 
request of the Organization, consult promptly with the other Member or with 
the Organization regarding the need for an adjustment of the base period 
selected or for the reappraisal of the special factors involved. 

4. Any determination required or appropriate to the operation of this Article 
shall be made under procedures established by the Organization in accordance 
with paragraph 6 of Article 55. 


Section F—Stadte Trading 
ARTICLE 26 


Nondiscriminatory Administration of State-Trading Enterprises 

1. If any Member establishes or maintains a state enterprise, wherever located, 
which imports, exports, purchases, sells, distributes or produces any product or 
service, or if any Member grants exclusive or special privileges, formally or in 
effect, to any enterprise to import, export, purchase, sell, distribute or produce 
any product or service, the commerce of each of the other Members shall be 
accorded nondiscriminatory treatment, as compared with the treatment accorded 
to the commerce of any country other than that in which the enterprise is located 
in respect of the purchase or sale by such enterprise of any product or service. 
To this end such enterprise shall, in making its external purchases or sales of 
any product or service, be influenced solely by commercial considerations, such 
as price, quality, marketability, transportation and terms of purchase or saie, 
The Member maintaining such state enterprise, or granting exclusive or special 
privileges to an enterprise, shall, upon the request of any other Member having 
an interest in the trade in the product or service concerned, or upon the request 
of the Organization, provide such specific and detailed information as will make 
possible a determination as to whether the operations of the enterprise are being 
conducted in accordance with the requirements of this paragraph. 

2. For the purposes of this Article, a state enterprise shall be understood to 
be any enterprise over whose operations a Member government exercises, directly 
or indirectly, a substantial measure of control. 


ARTICLE 27 


Egepansion of Trude by State Monopolies of Individual Products 

If any Member, other than a Member subject to the provisions of Article 28, 
establishes, maintains or authorises, formally or in effect, a complete or sub 
stantially complete monopoly of the importation or exportation of any product, 
such Member shall enter into negotiations with other Members, in the manner 
provided for in respect of tariffs under Article 18, with regard to (a) in the case 
of an important monopoly, the maximum margin by which the price for an im- 
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ported product charged by the monopoly in the home market may exceed the 
price at which such product is offered for sale to the monopoly by foreign sup 
pliers, or (0) in the case of an export monopoly, the maximum margin by which 
the price for a product offered for sale by the monopoly to foreign purchasers 
may exceed the price for such product charged in the home market; after due 
allowance in either case for internal taxes and for transportation, distribution 
and other expenses incident to purchase, sale or further processing. Members 
newly establishing any such monopoly in respect of any product shall not create 
a margin as defined above greater than the maximum rate of import duty (or, 
in the case of an export monopoly, greater than the maximum rate of export 
duty) which may have been negotiated in regard to that product pursuant to 
Article 18. With regard to any monopolized product in respect of which a maxi- 
mum margin has been established pursuant to this Article, the monopoly shall, 
subject to the provisions of Section C of this Chapter, import and offer for sale 
(or, in the case of an export monopoly, offer for sale to foreign purchasers) such 
quantities of the product as will be sufficient to satisfy the full domestic demand 
for the imported product (or, in the case of an export monopoly, the full foreign 
demand for the product) at the prices charged under such maximum margins, 


ARTICLE 28 


Expansion of Trade by Complete State Monopolies of Import Trade 

Any Member establishing or maintaining a complete or substantially complete 
monopoly of its import trade shall promote the expansion of its foreign trade 
with the other Members in consonance with the purposes of this Charter. To 
this end such Member shall negotiate with the other Members an arrangement 
under which, in conjunction with the granting of tariff concessions by such other 
Members, and in consideration of the other benefits of this Chapter, it shall 
undertake to import in the aggregate over a period products of the other Members 
valued at not less than an amount to be agreed upon. This purchase arrangement 
shall be subject to periodic adjustment. 


Section G—Emergency Provisions—Consultation—Nullification or Impairment 
ARTICLE 29 


Emergency Action on Imports or Particular Products 


1. If, asa result of unforeseen developments and of the effect of the obligations 


incurred under this Chapter, including the tariff concesions granted pursuant 
to Article 18, any product is being imported into the territory of any Member in 
such increased quantities and under such conditions as to cause or threaten 
serious injury to domestic producers of like or s ar products, the Member 
shall be free to withdraw the concession, or suspend the ob! tion, in respect of 
such product, in whole or in part, or to modify the concessi to the extent and 
for such time as may be necessary to prevent such injury. 

2. Before any Member shall take action pursuant to the provisions of para- 
graph 1 of this Article, it shall give notice in writing to the Organization as far 
in advance as may be practicable and shall afford the Organization, and the 
other Members having a substantial interest as exporteds of the product con 
cerned, an opportunity to consult with it in respeet of the proposed action. If 
agreement among the interested Members with respect to the proposed action is 
not reached, the Member which proposes to take the action shall, nevertheless, 
be free to do so, and if such action is taken the other affected Members shall then 
be free, within sixty days after such action is taken, to suspend on sixty days’ 
written notice to the Organization the application to the trade of the Member 
taking such action, of any of the obligations or concessions under this Chapter 
the suspension of which the Organization does not recommend against. 


ARTICLE 30 


Consultation—Nullification or Impairment 

Each Member will accord sympathetic consideration to and will afford adequate 
opportunity for consultation regarding, such representations as may be made by 
any other Member with respect to the operation of customs regulations and 
formalities, quantitative and exchange regulations, state-trading operations, 
sanitary laws and regulations for the protection of human, animal or plant life 
or health, and generally all matters affecting the operation of this Chapter. 
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Moreover, if any Member should consider that any measure adopted by any other 
Member, whether or not it conflicts with the terms of this Chapter, has the effect 
of nullifying or impairing any object of this Chapter, such other Member shall 
give sympathetic consideration to such written representations or proposals as 
may be made with a view to effecting a mutually satisfactory adjustment of the 
matter. If no such adjustment can be effected, either Member shall be free to 
refer the matter to the Organization, which shall investigate the matter and 
make appropriate recommendations to the Members concerned, The Organiza 
tion, if it considers the case serious enough to justify such action, may determine 
that the complaining Member is entitled to suspend the application to the other 
Member of specified obligations or concessions under this Chapter, and if such 
obligations or concessions are in fact suspended, such other Member shall then 
be free, within sixty days after such action is taken, to withdraw from the 
Organization on sixty days’ notice to the Organization, 


Section Il—Relations with Non-Membei 


ARTICLE 31 


Contractual Relations with Non-Members—Treatment of Trade of Non-Member 
1. No Member shall seek exclusive or preferential advantages for its trade it 

the territory of any non-Member which would result, directly or indirectly, in 

discrimination in that territory against the trade of any other Membet 

” No Member 


shall be a party to any agreement or other arrangement with 
any non-Member under which such non-Member shall be contractually entitled 
to any of the benetits under this Charter. 

With regard to countries which, although eligible for membership, have 
not become Members or have withdrawn from the Organization, no Member 
shall, except with the concurrence of the Organization, apply to the trade of 
such countries the tariff reductions effected by such Member pursuant to Article 
18. This paragraph shall become effective upon the expiration of one year from 
the date on which the Organization is established: Provided, What this period 
may be extended by the Organization for further periods not to exceed six months 
each 

4. Members undertake to review any international obligations they may have 
which would prevent them from giving full effect to paragraphs 1 and 2 of this 
Article and, if necessary for that purpose, to terminate such obligations either 
by agreement or in accordance with their terms 


Section I—General Exceptions 
ARTICLE 32 


General Exceptions to Chapter IV 

Nothing in Chapter IV of this Charter shall be construed to prevent the 
adoption or enforcement by any Member of measures 

(@) necessary to protect public morals 

(6b) necessary to protect human, animal or plant life or health; 

(c) relating to fissionable materials; 

(d) relating to the traffic in arms, ammunition and implements of war 
and to such traffic in other goods and materials as is carried on for the pur- 
pose of supplying a military establishment ; 

(e) in time of war or other emergency in international relations, relating 
to the protection of the essential security interests of a Member ; 

(f) relating to the importation or exportation of gold or silver; 

(7) necessary to induce compliance with laws or regulations which are 
not inconsistent with the provisions of Chapter IV, such as those relating 
to customs enforcement, deceptive practices, and the protection of patents 
trade-marks and copyrights; 

(h) relating to prison-made goods; 

(7) imposed for the protection of national treasures of artistic, historic 
or archaeological value ; 

(j) relating to the conservation of exhaustible natural resources if such 
measures are taken pursuant to international agreements or are made effec- 
tive in conjunction with restrictions on domestic production or consumption ; 


, 
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(k) undertaken in pursuance of obligations under the United Nations 
Charter for the maintenance or restoration of international peace and secu 
rity; or 

(7) imposed in accordance with a determination or recommendation of 


the Organization formulated under paragraphs 2. 6 or 7 of Article 55, 


Section J rial Application 
ARTICLI 


Territorial Application of Chapter I\ Customs Unions Frontier Traffic 


1. The provisions of Chapter IV shall apply to the customs territories of the 
Member countries. If there are two or more customs territories under the juris 
diction of any Member, each such customs territory shall be considered as a sepa 
rate Member country for the purpose of intepreting the provisions of Chapter LV. 
2. The provisions of Chapte r IV shall not be construed to prevent 

(a) advantages accorded by any Member country to adjacent countries in 
order to facilitate frontier tratlic ; or 
(>) the union for customs purposes of any customs territory of any 

Member country and any other customs territory : Provided, That the duties 

and other regulations of commerce imposed by any such union in respect of 

trade with other Member countries shall not on the whole be higher or more 
stringent than the average level of the duties and regulations of commere 
applicable in the constituent territories prior to the formation of such union 

3. Any Member proposing to enter into any union decribed in paragraph 2 (() 
of this Article shall consult with the Organization and shall make available to 
the Organization such information regarding the proposed union as will enable 
the Organization to make such reports and recommendations to Members as it 
may deem appropriate. 

4. For the purposes of this Article a customs territory shall be understood to 
mean any area within which separate tariffs or other regulations of commerce 
are maintained with respect to a substantial part of the trade of such area. 
A union of customs territories for customs purposes shall be understood to mean 


the substitution of a single customs territory for two or more customs terri- 


tories, so that all tariffs and other restrictive regluations of commerce as be 
tween the territories of members of the union are substantially eliminated and 
the same tariffs and other regulations of commerce are applied by each of the 
members of the union to the trade of territories not included in the union. 


APTER \ RESTRICTIVE BUSINESS PRACTICES 


ricLti 


Policy Toward Restrictive Business Practices 


1. Members agree to take appropriate individual and collective measures to 
prevent business practices among commercial enterprises which restrain compe 
tition, restrict access to markets or foster monopolistic control in international 
trade, and which thus have the effect of frustrating the purpose of the Organiza 
tion to promote expansion of production and trade and the maintenance 
countries of high levels of real income. The term “commercial enterprises 
used in this Chapter shall mean all persons and entities conducting bus 
including such entities in which there is a government interest as well : 
of government conducting trade 

2. Without limiting the generality of paragraph 1, Members agree that among 
the practices which shall be presumed, unless shown to the contrary in a specific 
case, to have the effect specified in that paragraph are combinations, agreements 
or other arrangements which 

(a) fix pri es or terms or conditions to be ol/served in dealing with others 
in the purchase or sale of any product or service ; 

(6) exclude enterprises from any territorial market, or field of business 
activity, allocate or divide any territorial market or field of business activity, 
allocate customers, or fix sales or purchase quotas, except as such arrange- 
ments are only a part of regular marketing arrangements between a par- 
ticular enterprise and its distributors with r 


to its own products am 
are not designed to reduce competition between that enterprise. and its 
competitors ; 


espect 
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(c) boycott or discriminate against particular enterprises ; 

(d) limit production or fix production quotas ; 

(e) suppress technology or invention, whether patented or unpatented ; 

(f) extend the use of rights under patents, trade-marks or copyrights to 
matters not properly within the scope, or to products or services which are 
not the immediate subjects, of the authorized grant. 


ARTICLE 35 


Procedure With Respect to ( omplaints 
In order to implement Article 34, the Organization shall: 

(1) Receive and consider written complaints from any Member that a 
particular practice or group of practices has the effect described in para- 
graph 1 of Article 34 

(2) Receive and consider similar complaints from persons or business 
entities or organizations representing them: Provided, That if any Member 
has established procedures for the filing of complaints by persons, business 
entities or organizations under its jurisdiction, such complaints shall have 
conformed to such procedures 

: Prescribe minimum information to be included in complaints received 
under paragraphs 1 and 2 of this Article; notify Members of complaints 
received; and in its discretion call upon the complainant or any Member to 
provide further information relevant to such complaints 

(4) When it deems that a complaint deserves further examination, receive 
pertinent testimony and request other data, conduct appropriate hearings, 
review all information and determine whether the questioned practices exist 
and whether they have the effect described in paragraph 1 of Article 34, 

(5) When it finds that a particular practice or group of practices exists 

l the effect described in paragraph 1 of Article 34, make recommenda- 
» the Members concerned for appropriate remedial measures, includ- 
ut not limited to abrogation and termination of agreements and 
arrangements, dissolutions, reorganizations, business divestitures, and 
licensing of patents, to be implemented in accordance with their respective 
ind procedures 
Request reports from Members as to their actions in implementing 
ecommendations 
) Prepare and publish reports concerning complaints, findings thereon, 
recommendations, and actions taken on such recommendatior 
(S) Arrange special consultative conferences among particular Members 


his 


I 
i 


( 


laints, when deemed necessary, a articipate in 


liar com] 


9) Assist arranging consultations, as requested by Members, as pro- 


vided in acral tf of Article 37, and participate in such consultations. 
ARTICLE 36 


Studies and Conferences Relating to Restrictive Business Practices 

1. The Organization is authorized to request information from Members and 
to conduct studies, either on its own initiative or at the request of any Member, 
the United Nations or specialized agency of the United Nations, relating to 
business practices which may restrain competition, restrict access to markets 
or foster monopolistic control in international trade; or relating to international 

mventions or national laws and procedures designed to carry o he objectives 
of Article 34 or to those which may affect such objectives, such as conventions, 
laws or procedures concerning incorporation, company registration, investments, 
securities, prices, narkets, fair trade practices, trade-marks, copyrights, patents 
and the exchange and developments of technology; and, where appropriate, to 
make recommendation for action by the Members 

2. The Organization is authorized to call general consultative conferences 
of Members and to carry out such additional functions, within the scope of this 
Chapter, as may from time to time be assigned to it. 


{ 


} 


ARTICLE 37 
Obligations of Members 
In order to implement the preceding Articles in this Chapter, each Member 
undertakes to: 
(1) Transmit to the Organization, upon its request and as promptly as 
possible, information called for by the Organization pursuant to paragraph 
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8 of Article 35 and such other information as the Member may deem perti 
nent. To this end, each Member shall carry on such investigations within 
its own jurisdiction as may be necessary for the collection and compilation 
of such information. 

(2) Furnish such information and data as may be necessary in accordance 
with paragraph 4 of Article 35. 

(3) Consult, upon the request of the Organization in accordance with 
paragraph 8 of Article 35, with respect to activities which are the subject 
of complaints filed with the Organization 

(4) Notify the Organization of consultations to be held with another Mem- 
ber for the purpose of dealing with particular restrictive business practices, 
in order that the Organization may assist in arranging such consultations 
and participate in them pursuant to paragraph 9 of Article 35 

(5) Take action, after recommendation by the Organization, to terminate 
and prevent the recurrence of a particular restrictive business practice or 
group of practices which has been found by the Organization to have the 
effect described in paragraph 1 of Article 34 These measures will be taken 
in accordance with the particular system of law and economic organization 
of the Member concerned 

(6) Report as requested by the Organization under paragraph 6 of 
Article 35 upon any action taken independently or in concert with other Mem 
bers in implementing the recommendations made by the Organization 
pursuant to paragraph 5 of Article 35. 

(7) Furnish, to the extent feasible, information requested by the Organ- 
ization in its conduct of studies authorized by paragraph 1 of Article 56 

(8) Participate in conferences sponsored by the Organization in further 
ance of the purposes of this Chapter. 


ARTICLE 3 


Supplementary Enforcement Arrangements 

1. Members may, by mutual accord, cooperate with each other in prohibitive, 
preventive or other measures for the purpose of making more effective any 
remedial order issued by a duly authorized agency of any Member in furtherance 
of the objectives of this Chapter. 

2. Members participating in such co-operative actions shall notify the 
Organization. 

ARTICLE 59 


Continued Effectiveness of Domestic Measures Against Restrictive Business 
Practices 
Any act or failure to act on the part of the Organization shall not preciude 
any Member frem enforcing any national statute or decree directed toward pre 
venting monopoly or restraint of trade. 


ARTICLE 40 


Exceptions to Provisions of Chapter V 
1. The undertakings expressed in Chapter V shall not apply to 
(a) inter-governmental commodity agreements meeting the requirements 
of Chapter VI; 
(b) the international agreements excepted in Article 49; or 
(c) agreements or understandings concerning railway transportation, 
aviation, shipping and telecommunications services. 

2. Notwithstanding the foregoing, the Organization may in its discretion make 
recommendations to Members and to appropriate international agencies con- 
cerning any features of the agreements referred to in (0) and (c) of paragraph 
1 which may interfere with the achievement of the purposes of the Organization. 


CHAPTER VI—INTER-GOVERNMENTAL COMMODITY ARRANGEMENTS 
ARTICLE 41 


General Statement Regarding Inter-governmental Commodity Arrangements 


The Members recognize that in the relationship between production and con- 
sumption of some primary commodities there may arise special difficulties differ- 
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ent in character from those which generally exist in the case of manufactured 
goods and that these special difficulties, if serious, may have such widespread 
repercussions as to jeopardize the effectuation of the general policy of economic 
expansion. 
ARTICLE 42 

Special Commodity Studies 

1. Members substantially interested in the production, consumption or trade 
of a particular commodity shall be entitled, if they consider that special dif- 
ficulties exist or are expected to arise regarding a commodity, to ask that a study 
of that commodity be made, and the Organization, if it finds that these repre- 
sentations are well founded, shall invite the Members principally interested in 
the production, consumption or trade of that commodity, and may invite non- 
Members having a similar interest, to appoint representatives to a Study Group 
to make a study of the commodity 

2. The Study Group shall, in the light of an investigation of the root causes 
of the problem, promptly report its findings regarding the production, consump- 
tion and trade situation for the commodity. If the Study Group finds that 
special difficulties exist or are expected to arise, it shall make recommendations 
to the Organization as to how best to deal with such difficulties. 


ARTICLE 435 
Commodity Conferences 


If the Organization concludes that measures not involving the reculation of 
production, trade or prices are unlikely to operate quickly enough in solving the 
problem, it may convene an inter-governmental conference for the purpose of 
framing an inter-governmental commodity agreement for the commodity con- 

ned, in conformity with the principles set forth in Article 45 


ARTICLE 44 


Objectives of Inter-governmental Commodity Agreements 


The Members agree that the regulation of production, trade or prices through 
inter-governmental commodity agreements is justified in the circumstances 
stated in Article 48 to achieve the following objectives: 

(1) To enable countries to find solutions special commodity difficulties 
without resorting to unilateral action that tends to shift the burden of their 


problems to other countries 


(2) To prevent or alleviate the serious economic problems which may arise 
when, owing to the difliculties of finding alternative employment, production 
adjustments cannot be effected by the free play of market forces as rapidly 
as the circumstances require. 

(3) To provide, during a transitional period, a framework for the develop- 
ment and consideration of measures which will have as their purpose eco- 
nomic adjustments designed to promote the expansion of consumption or a 
shift of resources and manpower out of over-expanded industries into new 


and productive occupations, 


ARTICLE 45 


Principle e Governing the Institution of Intergorernmental Commodity luree- 


ments 


Members undertake to adhere to the following principles governing the institu- 
tion of intergovernmental commodity agreements involving the regulation of 
production, trade or prices: 


(1) Any Member having a substantial interest in the production, consump- 
tion or trade of any commodity for which an intergovernmental commodity 
agreement is proposed shall be entitled to participate in the consideration 
of the proposed agreement. The Organization may invite the participation 
of non-Metmber countries having a similar interest. 

(2) Members agree not to enter into intergovernmental commodity agree- 
ments involving the regulation of production, trade or prices, except after 

(a) investigation by the Study Group of the root causes of the prob- 
lem which gave rise to the proposal; 
(0b) determination, under procedures established by the Organization 
in accordance with paragraph 6 of Article 55, either 
(1) that a burdensome surplus of the product concerned has de- 
veloped or is developing in international trade and such burden- 
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some surplus would, in the absence of specific governmental action 
to prevent it, be accompanied by widespread distress to small pro 
ducers accounting for a substantial portion of the total output and 
that these conditions cannot be corrected by the normal play of com 
petitive forces because, in the case of the product concerned, a 
substantial reduction of price leads neither to a significant increas¢ 
in consumption or to a significant decrease in production : o1 
(2) that widespread unemployment, unrelated to gene | busi 
ness conditions, has developed or is developing in respect of the 
industry concerned, and that such unemjloyment cannot b 
rected by the normal play of competiti ces rapidly enough to 
prevent widespread and undue hardshi Oo workers because, in 
the case of the industry concerned a substantial reduction of 
price does not lead to a significant increase in consumption but 
leads, instead, to the reduction of employment, and (ii) the re 
sulting unnemployment cannot be remedied by normal reemployment 
processes ; 
(ec) formulation and adoption by Members of a program of economic 
adjustment believed to be adquate to insure substantial 


procress tow ard 


solution of the problem within the time limits of the agreement. 

(3) Intergovernmental commodity agreements involving the regulation 
of production, trade or prices in respect of other than primary products 
shall not be resorted to unless the Organization finds that, exceptional cir 
cumstances justify such action. Such agreements all be subject to the 
principles set forth in this Chapter, and, in addition, to any other require 
ments which the Organization may establish 


16 


Principles and Requirements of rgovernmental Commoditu Agreements 


Members undertake to adhere to the following principles and requirements 
governing the operation of intergovernmental commodity agreements 

(1) Such agreements shall be open initially to participation by any Mem 
ber on terms no less favorable than those accorded to any other country 
party thereto and thereafter upon such terms as may be approved by the 
Organization. 

(2) Such agreements shall provide for adequate representation of Mem 
bers substantially interested in the importation or consumption of the 
commodity 

(3) In such agreements countries which are largely dependent for con- 
sumption on imports of the commodity involves hall, in determinations 
made relating to the regulation of prices, trade, stocks, production or other 
substantive matters, have together a voice ual t hat of those largely 
interested in obtaining export markets for the 

(4) In order to minimize the need for production restriction such agree- 
ments shall provide, where practicable, for measures designed to expand 
world consumption of the commodity, consideration being given to the 
possible effect on competing products. 


(5) Such agreements shall, with due regard to the transitional need for 


preventing serious economic and social dislocation, make appropriate pro 

vision to afford increasing opportunities for satisfying world requirements 

from sources from which such requirements can be su ed ! 
(6) Under such agreements the treatment with 

exports of the commodity accord 

Member shall not, unless other 


favorable than that accorded to ar 


(7) Such agreements shall be designed to as 


adequate at all times for world consumption requiren 
prices. 

(8S) Such agreements shall contain provis for administrat 
modity Councils set up in accordance with the visions of Article 
that in the case of existing agreements this requirement may be 
the Organization. 

(9) Such agreements shall not remain initially in effect for more than 
five years. The renewal of an agreement shall be subject to the principles 
governing new agreements set forth in Article 45. At the end of ea 


f 


h e 
the principles set forth in Article 45. If the operation is found to have failed 
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years of the continuance of such an agreement the Organization shall pre- 
pare and publish a review of the operation of the agreement in the light of 
substantially to conform to these principles, and particularly if it is found 
not to have made substantial progress toward a solution of the underlying 
commodity problem, the Organization shall provide for termination of the 
agreement or for revision believed adequate to make it effective for tha. 
purpose. 

(10) Members agree that full publicity shall be given to any intergov- 
ernmental commodity agreement proposed or concluded, to the statements 
of considerations and objectives advanced by the proposing Members, to 
the operation of the agreement, and to the nature and development of 
measures adopted to correct the underlying situation which gave rise to 
the agreement. 


ARTICLE 47 
Commodity Councils 


1 A Commodity Council shall be established under each inter-governmenta 
commodity agreement involving the regulation of production, trade or prices 
of that commodity. 

2. The voting membership of each Commodity Council shall consist of the rep 
resentatives of the countries participating in the inter-governmental cotmimodity 
agreement concerned, and voting power shall be determined in such a way that 
the participating countries which are largely dependent for consumption on 
imports of the commodity involved shall, in determinations made relating to the 
regulation of prices, trade, stocks, production or other substantive matters, have 
together a voice equal to that of those largely interested in obaining export 
markets for the product. 

3. Each Commodity Council shall, subject to the approval of the Commodity 
Commission, adopt such rules of procedure and regulations regarding its activi- 
ties as it may deem appropriate. 

4. Each Commodity Council shall have a non-voting Chairman provided by the 
Commodity Commission. 

5. Each Commodity Council shall make periodic reports to the Commodity 
Commission as to the operation of the intergovernmental commodity agreement 


which it administers, and shall make such other special reports as the Com- 
mission may specify or as the Council considers to be of value to the Com- 
mission. 

6. The Secretariat of each Commodity Council shall be provided by the Com- 
modity Commission from the Secretariat of the Organization. 


ARTICLE 48 


Additional Obligations of Members in Respect of Intergovernmental Commodity 
Agreements 


Members undertake to transmit to the Organization the full text of each 
intergovernmental commodity agreement in which they are participating at 
the time of the coming into force of their obligations under this Charter. 
Members also agree to transmit to the Organization appropriate information 
regarding the formulation, provisions and operation of such agreements. 
Members agree to conform with the decisions made by the Conference, upon 
the recommendation of the Commodity Commission, regarding their continued 
participation in any such intergovernmental commodity agreement which, after 
review by the Organization, shall have been found to be inconsistent with the 
principles of this Charter. 


ARTICLE 49 


Exceptions to Provisions Relating to Intergovernmental Commodity Agreements 

1. The provisions of Chapter VI are not designed to cover those provisions 
of intergovernmental commodity agreements which appropriately relate to the 
protection of public morals; the protection of human, animal or plant life or 
health; the conservation of reserves of exhaustible natural resources; the 
equitable distribution of commodities in short supply; or in general to inter- 
governmental commodity agreements not regulating production, trade or prices: 
Provided, That such agreements are not used to accomplish results inconsistent 
with the objectives of Chapter V or Chapter VI. Members agree not to partici- 
pate in such agreements if they involve the regulation of production, trade or 
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prices unless they are authorized or provided for by a multilateral convention 
subscribed to by a majority of the nations affected, or unless operated under 
the Organization. 

2. None of the foregoing provisions of Chapter VI is to be interpreted as 
applying to agreements relating to fissionable materials; to the tratlic in arms, 
ammunition and implements of war and to such traffic in other goods and 
materials as is carried on for the purpose of supplying a military establish- 
ment; or, in time of war or other emergency in international relations, to the 
protection of the essential security interests of a Member. 


CHAPTER VII—ORGANIZATION 
Section A—Functions 


ARTICLE 50 
Functions of the Organization 
It shall be the function of the Organization: 

(1) To collect, analyze and publish information relating to international 
trade, including information relating to commercial policy, business prac- 
tices and commodity problems, and to industrial and general economic 
development. 

(2) To provide technical assistance and advice to Members and to other 
international organizations, including such assistance and advice as may 
be appropriate in connection with specific projects of industrialization or 
other economic development. 

(3) To consult with, and to make recommendations and reports to, Mem 
bers regarding any matter relating to the purposes of the Organization or 
the operation of this Charter, including the following: 

(a) Recommendations or determinations relating to the discharge 
of the responsibilities of the Organization under Chapter IV. 

(b) Recommendations as to measures for implementing the objectives 
with regard to restrictive business practices, set forth in Chapter V 

(c) Recommendations regarding the application to commodity ar- 
rangements under consideration by Members of the principles govern- 
ing commodity arrangements set forth in Chapter VI; and recom- 
mendations initiating proposals for new commodity arrangements, or 
proposing such modifications, including termination, of commodity ar- 
rangements already concluded, as may be deemed appropriate under 
the commodity principles or in the general interest. 

(dq) Recommendations as to measures for implementing the objectives 
of the Organization in encouraging and assisting the industrial and gen- 
eral economic development of Member countries. 

(4) To consult with Members regarding disputes growing out of the pro- 
visions of this Charter and to provide a mechanism for 
such disputes. 

(5) To make recommendations for international agreements designed to 
improve the basis of trade and to assure just and equitable treatment for 
the enterprises, skills, capital, arts and technology brought from one country 
to another, including agreements on the treatement of foreign nationals and 
enterprises, on the treatment of commercial travelers, on commercial arbitra- 
tion, and on the avoidance of double taxation. 

(6) To cooperate with the United Nations and with other specialized 
international organizations in the attainment of the economic and social ob- 
jectives of the United Nations and in the maintenance or restoration of 
international peace and security. 

(7) Generally to advise and to make 


t 


the settlement of 


recommendations to Members and 


other international organizations, and to perform any other function appro- 
priate to the purposes of the Organization. 


Section B—Structure 


ARTICLE 61 


Structure of the Organization 


The Organization shall have as its principal organs: a Conference, an Execu 
tive Board, a Commission on Commerical Policy, a Commission on Business Prae 


tices, a Commodity Commission and a Secretariat. 





502 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


Nection ¢ The Conference 


ARTICLI 
Conference—Membership 
1. The Conference shall consist of the representatives of the Members of the 
Organization 
2. Each Member shall have one representative and may appoint alternates 
and advisers to its representative oa the Conference 
3. No representative on the Conference may represent more than one Member. 


ARTICLE 53 
Conference Voting 
1. Each Member shall have one vote in the Conference 
2. Except as may be otherwise provided for in this Charter, decisions of the 
Conference shall be taken by a majority of the Members present and voting 


ARTICLE 54 


Conference Sessions, Procedure and Officers 


1. The Conference shall meet in regular annual sessions and in such special 
sessions as occasion may require. Special sessions shall be convoked by the 
Director General of the Organization at the request of the Executive Board or of 
a majority of the Members. 

2. The Conference shall adopt its own rules of procedure. It shall annually 
elect its President and other officers, 


ARTICLI 


Conference—Powers and Duties 


1. The Conference shall have final authority to determine the policies of the 
Organization, It may make recommendations to Members of the Organization 
and to other international organizations regarding any matter pertaining to 
the purposes of the Organization. 

2. The Conference may, by a vote of two thirds of its Members, determine 
criteria and set up procedures, for waiving, in exceptional circumstances, obliga 
tions of Members undertaken pursuant to Chapter IV of this Charter. 

3. The Conference may delegate to the Executive Board authority to exercise 
or perform any of the powers and duties of the Conference, except such specific 
powers and duties as are expressly confered or imposed upon the Conference 
under the provisions of Chapters II and VII. 

4. The Conference shall approve the budget of the Organization and shall 
apportion the expenses of the Organization among the Members. 

5. The Conference shall elect the members of the Executive Board, and on the 
recommendation of the Executive Board, shall appoint the Director General of 
the Organization. 

6. The Conference shall establish procedures for making the determinations 
provided for in Article 25 and in paragraph 2(b) of Article 45 whereby any such 
determinations shall be made through the Organization by consultation among 
the Members having an important interest in the trade in the product concerned. 

7. The Conference shall establish procedures for making the determinations 
and recommendations provided for in paragraph 3(c) of Article 20; paragraph 2 
of Article 29; and Article 30. 

8. The Conference may, by two-thirds majority of the votes cast, adopt the 
standards, nomenclature, terms and forms described in paragraph 7 of Article 16. 

9. The Conference shall determine the site of the Organization and shall es- 
tablish such branch offices as it may consider desirable. 


ARTICLE 56 
Interim Tariff Committee 
1. There shall be an Interim Tariff Committee which shall act temporarily on 
behalf of the Organization in the making of recommendations and determinations 
pursuant to paragraph 3 of Article 18. 
2. The Committee shall consist originally of those Members of the Organiza- 
tion which shall have made effective the General Agreement on Tariffs and Trade 
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dated... ..., 194... Any other Member of the Organization shall 
be entitled to be a member of the Committee when. in the judgment of the Com 
mittee, that Member shall have completed negotiations pursuant to paragraph 1 
of Article 18 comparable in scope or effect to those completed by the original mem- 
bers of the Committee. When the number of Members of the Organization which 
are members of the Committee shall constitute two thirds of the total number of 
Members of the Organization, the Committee shall terminate and its functions 
shall be transferred to the Conference. 

3. Each member of the Committee shall have one vote 

4. Decisions of the Committee shall be taken by a majority of the members 
present and voting. 

5. The Committee shall adopt its own rules of procedure, including provision 
for the election of its officers. 


Section D—The Erecutive Board 


ARTICLE 57 

Executive Board—Membership 

1. The Executive Board shall consist of fifteen Members of the Organization 
elected by the Conference. 
2. Subject to the provisions of paragraph 38 of this Article, one third of the 
membership of the Executive Board shall be elected each year for a term of 
three years. A retiring member shall be eligible for immediate reelection 

3. At the first election, fifteen members of the Executive Board shall be chosen. 
The term of office of five members shall expire at the end of one year, and of 
five other members at the end of two years, in accordance with arrangements 
made by the Conference. 

4. Each member of the Executive Board shall have one representative and 
may appoint alternates and advisers to its representative. 


ARTICLE 58 
Executive Board—V oting 
1. Each member of the Executive Board shall have one vote. 
2. Decisions of the Executive Board shall be made by a majority of the mem- 
bers present and voting. 
ARTICLE 59 


Erecutive Board—NSessions, Procedure and Officers 

1. The Executive Board shall meet as required in accordance with its rules, 
which shall include provision for convening on the request of a majority of its 
members, 

2. The Executive Board shall adopt its own rules of procedure. It shall an 
nually elect its Chairman and other officers. 


ARTICLE 60 


Executive Board—Powers and Duties 
1. The Executive Board shall be responsible for the execution of the poli ies of 


the Organization and shall exercise the powers delegated to it by the Conference. 
It shall review the activities of the Commissions provided for in this Charter, and 
shall take such action upon their recommendations as it may deem appropriate. 
It shall provide adequate machinery to review the work of the Organization as 
it relates to industrialization and general economic development. 

2. The Executive Board may make recommendations to the Conference, to 
Members of the Organization, or to other international organizations, on any 
subject falling within the scope of the Organization, and shall approve the pre- 
liminary agenda of the Conference. 

3. The Executive Board shall recommend to the Conference the admission of 
new Members of the Organization. 

4. The Executive Board may refer to t Commissions such questions as it may 
deem appropriate. 

Agreement refe to the proposed arrangement for the concerted reductior 
ffs and trade barriers among the countries invited by the United States to enter 
otiations for this purpose It is contemplated that the Agreement would « 

schedules of tariff concessions and would incorporate certain of the provisions of ¢ 
IV of the Charter (e. g. the provisions relating to most-favored-nation treatment 
tional treatment on internal taxes and regulations, to quantitative restrictions, et¢ 
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Section B—The Commission 


ARTICLE 61 


Lstablishment of Commissions 

The Conference shall establish a Commission on Commercial Policy, a Com- 
mission of Business Practices, and a Commodity Commission, and may establish 
such other commissions as may be required. These Commissions shall be re- 
sponsible to the Executive Board, 


ARTICLE 62 


Composition and Procedure of Commissions 

1. The Commissions shall be composed of persons appointed by the Executive 
soard who are qualified by training or experience to carry out the functions of 
the Commissions in accordance with the purposes of the Organization. 

2. The number of members of each Commission and the conditions of office 
of the members of each Commission shall be determined in accordance with reg- 
ulations prescribed by the Conference. 

3. Each Commission shall elect its Chairman and adopt its own rules of pro- 
cedure, subject to approval by the Executive Board. 

i. The Chairman of the Commissions shall be entitled to participate, without 

the right of vote, in the deliberations of the Executive Board and of the Confer- 
ence, 
5. As set forth more fully in Article 71, the Organization may make arrange- 
ments for representatives of other public international organizations having a 
special interest in the activities of any of the Commissions to participate in the 
work of such Commissions, pursuant to agreements with these organizations. 


ARTICLE 638 


General Functions of Commissions 

The Commissions shall have the functions set forth in Articles 64, 65 and 66, 
and shall perform such other functions as the Conference or the Executive Board 
may assign to them, including such functions as the Executive Board may deem 
appropriate in connection with the settlement of disputes, 


ARTICLE 64 


Functions of Commission on Commercial Policy 


The Commission on Commercial Policy shall have the following functions: 

(1) To investigate and to advise the Executive Board regarding the 
operation of treaties, agreements, practices and policies affecting inter- 
national trade. 

(2) To investigate and to advise the Executive Board regarding the 
economic aspects of specific proposals involving the exercise by the Organiza- 
tion of the functions described in paragraph 3 (a) of Article 50 and para- 
graph 2 of Article 55. 

(3) To investigate and to advise the Executive Board regarding the 
economic aspects of proposed customs unions. 

(4) To develop and to recommend to the Executive Board programs de- 
signed to further the objectives of the Organization in the general field of 
commercial policy, including cooperative projects of a technical nature in 
the field of commercial policy. 

ARTICLE 65 
Functions of Commission on Business Practices 
The Commission on Business Practices shall have the following functions: 
(1) To receive and consider written complaints concerning restrictive 
business practices in international trade, as provided in paragraphs 1 and 2 
of Article 35; to prescribe and call for information relative to such com- 
plaints and to notify Members of complaints received, in accordance with 
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paragraph 3 of Article 35; to request data, conduct hearings and make deter- 
minations in accordance with paragraph 4 of Article 35 and on the basis 
thereof to refer to the Executive Board its recommendations for appropriate 
remedial measures, pursuant to paragraph 5 of Article 35; and to request 
reports from Members, and to prepare reports for publication by the Exeeu 
tive Board, in accordance with paragraphs 6 and 7 of Article 35. 

(2) To arrange special consultative conferences between particular Mem- 
bers and to assist in arranging consultations as requested by Members rela 
tive to particular complaints, as provided in paragraphs 8 and 9 of Article 
35, and to make appropriate reports or recommendations to the Executive 
Board with reference to the results thereof. 

(3) To conduct studies relating to business practices which restrain 
competition, restrict access to markets or foster monopolistic control in 
international trade,:or relating to international conventions or national 
laws and procedures designed to carry out the objectives of Article 34 or to 
those which may affect such objectives, pursuant to paragraph 1 of Article 
36; and to make recommendations, when appropriate, to the Executive 
Board for action by Members. 

(4) To advise the Executive Board as to information, data, and other 
materials to be obtained from Members or other sources, required in the 
discharge of the duties and responsibilities of the Commission. 

(5) To facilitate intergovernmental arrangements for the international 
exchange, on a non-discriminatory basis, of technological information not 
involving national security. 


ARTICLE 66 


Functions of Commodity Commission 


The Commodity Commission shall have the following functions: 

(1) To investigate commodity problems and arrangements proposed for 
solving them. 

(2) To recommend to the Executive Board appropriate courses of action 
relating to commodity problems, including recommendations for the estab- 
lishment of Study Groups for particular commodities. Such Study Groups 
shall be established, pursuant to paragraph 1 of Article 42, by the Executive 
Board, upon the recommendation of the Commodity Commission, for the pur- 
pose of investigating problems with respect to particular commodities. The 
Study Groups shall include, in addition to representatives of interested coun- 
tries, one or more members of the Commodity Commission or other persons 
designated by the Commission. 

(3) To advise the Executive Board whether a particular commodity is in 
burdensome surplus, subject to such procedures as may be established under 
paragraph 6 of Article 55. 

(4) To recommend to the Executive Board whether an intergovernmental 
conference should be convened pursuant to Article 43. 

(5) To designate members of the Commission, or others, to participate in 
an advisory capacity in the formulation of intergovernmental commodity 
agreements. 

(6) To advise the Executive Board whether or not intergovernmental com 
modity agreements under consideration by Members conform to the princi- 
ples set forth in Chapter VI and to make recommendations to the Executive 
Board thereon. 

(7) To approve the rules of procedure governing the activities of each 
Commodity Council. 

(8) To designate the Chairman and provide the Secretary for any Com- 
modity Council established to administer an intergovernmental commodity 
agreement. 

(9) To receive reports from Commodity Councils to maintain continuous 
review of the operation of intergovernmental commodity agreements in the 
light of the terms of the agreements, the commodity principles in Chapter VI 
of this Charter, and the general welfare; to investigate such matters in 
this connection as it may deem appropriate; and to make recommendations 
to the Executive Board with regard thereto. 


39888—54—pt. 4 33 
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Section F—The Secretariat 
ARTICLE 67 


Composition of Secretariat 
The Secretariat shall consist of a Director General, three or more Deputy 
Directors General, and such staff as may be required. 


ARTICLE 68 

Director General 

1. The Director General shall be appointed by the Conference upon the recom- 
mendation of the Executive Board. His powers, duties, terms and conditions of 
office shall be in accordance with regulations approved by the Conference. He 
shall be eligible for reappointment. He shall be the chief administrative officer 
of the Organization, subject to the general supervision of the Executive Board. 

2 The Director General or a Deputy Director General designated by him shall 
participate, without the right to vote, in all meetings of the Conference and of the 
Executive Board. The Director General shall have authority to initiate proposals 
for the consideration of any organ of the Organization. He shall make an annual 
report to the Conference and to the Executive Board on the work of the Organiza- 
tion and shall prepare the annual budget for submission to the Conference. 


ARIICLE 69 
Deputy Directors General 

1. Deputy Directors General shall be appointed by the Director General in 
accordance With regulations approved by the Conference. They shall be eligible 
for reappointment. 

2. Deputy Directors General shall be ex eficio members, without the right to 
vote, respectively of the Commission on Commercial Policy, the Commission on 
Business Practices, and the Commodity Commission, and shall, respectively, 
have charge of the work of the Secretariat related to the activities of these 
Commissions. 


ARTICLE 70 
Secretariat Stoff 

1. The Director General shall appoint the staff of the Secretariat and fix its 
duties and terms and conditions of service. The paramount consideration in 
the employment of the staff and in the determination of its conditions of service 
shall be the necessity of securing the highest standards of efficiency, competence 
and integrity. 

2. The conditions of service, such as the provisions governing qualifications, 
salary, tenture and retirement of members of the staff of the Secretariat shall 
be fixed, as far as practicable, in conformity with those for members of the 
Secretariat of the United Nations and of other specialized agencies which may be 
brought into relationship with the United Nations, as provided in Article 57 
of the Charter of the United Nations. 


Section G—Miscellaneous Provisions 


Relations With Other Organizations 


1. The Organizations shall be brought into relationship with the United Na- 
tions, as son as practicable, as one of the specialized agencies referre dto in 
Article 57 of the Charter of the United Nations. This relationship shall be 
effected through an agreement with the United Nations under Article 63 of the 
Charter of the United Nations, which agreement ‘shall be concluded by the 
Director General and approved by the Conference. The agreement shall provide 
for effective cooperation between the two organizations in the pursuit of their 
common purposes, and at the same time shall recognize the competence of the 
Organization within its jurisdiction as defined in this Charter. Notwithstanding 
the provisions of Article 75, any changes in this Charter requred under the 
agreement which do not involve new obligations by Members shall be effective 
on approval of the agreement by the Conference. 

2. The Organization shall cooperate with other international organizations 
whose interests and activities are related to its purposes, with particular refer- 
ence to the importance of food and agriculture in relation to the subjects dealt 
with in Chapter VI. Effective working relationships with such organizations, 
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which may include the establishment of joint committees or provisions for re- 
ciprocal representation at meetings, or such other measures as may be necessary 
to assure effective cooperation, may be established by the Director General. 
Formal arrangements for cooperation with such organizations may be entered 
into by the Executive Board. 

3. The Organization may make suitable arrangements for consultation and 
cooperation with nongovernmental organizations concerned with matters within 
its competence, and may invite them to undertake specific tasks. 

4. Whenever the Conference of this Organization and the competent authorities 
of any other international organization whose purposes and functions lie within 
the competence of this Organization, deem it desirable to effect a transfer of its 
resources and functions to this Organization, to incorporate it into this Organi- 
zation, or to bring it under the supervision or authority of this Organization, 
the Director General, subject to the approval of the Conference, may enter into 
mutually acceptable arrangements for this purpose. This Organization may 
acquire such resources and assume such functions of, or incorporate or exercise 
such control over, the other organization as may be provided by any convention 
or agreement appropriate to the purpose. In accordance with their respective 
constitutional procedures the Members shall take such steps as the Conference 
may determine to integrate such other international organizations into the struc- 
ture of this Organization . 


ARTICLE 72 


International Responsibilities of Personnel of Organization 

The responsibilities of the Members of the Commissions provided for in Article 
61 of this Charter, of the Director General, of the Deputy Directors General and 
of the staff shall be exclusively international in character. These persons may be 
appointed without regard to their nationality. In the discharge of their duties 
they shall not seek or receive instructions from any government or from any au- 
thority external to the Organization. They shall refrain from any action which 
might prejudice their position as international officials. Each Member of the 
Organization undertakes to respect the international character of the respon- 
sibilities of these persons, and not to seek to influence them in the discharge of 
their duties. 

ARTICLE 73 


Legal Capacity of Organization 
The Organization shall enjoy in the territory of each of its Members such legal 
capacity as may be necessary for the exercise of its functions and the fulfillment 
of its purposes. 
ARTICLE 74 


Privileges and Immunities of Organization 

1. The Organization shall enjoy in the territory of each of its Members such 
privileges and immunities as are necessary for the fulfillment of its purposes. 

2. Representatives of the Members of the Organization and its officials shall 
similarly enjoy such privileges and immunities as are necessary for the inde- 
pendent exercise of their functions in connection with the Organization. 

3. The Conference may make recommendations with a view to determining 
the details of the application of paragraphs 1 and 2 of this Article and may 
propose conventions to the Members for this purpose. 


ARTICLE 75 

Amendments to Charter 

1. Amendments to this Charter shall become effective upon receiving the ap- 
proval of the Conference by a vote of a two-third majority of its Members: 
Provided, That those amendments which involve fundamental alterations in the 
objectives of the Organization or new obligations by the Members shall take 
effect upon acceptance on the part of two-thirds of the Members for each Mem- 
ber accepting the amendment and thereafter for each remaining Member on ac- 
ceptance by it. 

2. The Conference shall, by a two-thirds majority of the Members, adopt 
rules of procedure for carrying out the provisions of this Article. 
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ARTICLE 76 


Interpretation and Settlement of Legal Questions 

1. The English and French texts of this Charter shall be regarded as equally 
authoritative. 

2. Any question or difference concerning the interpretation of this Charter 
shall be referred to the Executive Board for a ruling thereon. The Executive 
Board may require a preliminary report from any of the Commissions in such 
cases as it deems appropriate. Any ruling of the Executive Board shall, upon 
the request of any Member directly affected or, if the ruling is of general ap- 
plication, upon the request of any Member, be referred to the Conference. Any 
justiciable issue arising out of a ruling of the Conference with respect to the 
interpretation of sub-paragraph (c), (d), (e) or (k) of Article 382 or of Para- 
graph 2 of Article 49 may be submitted by any Party to the dispute to the In- 
ternational Court of Justice, and any justiciable issue arising out of any other 
ruling of the Conference may, if the Conference consents, be submitted by any 
party to the dispute to the International Court of Justice. The Members accept 
the jurisdiction of the Court in respect of any dispute submitted to the Court 
under this Article. 

3. The Organization may, with the authorization of the General Assembly of 
the United Nations, refer any question concerning the interpretation of this 
Charter to the International Court of Justice with a request for an advisory 
opinion thereon. 

1. The Director General, or his representative, may appear before the Court 
on behalf of the Organization in connection with any proceeding before that 
Court. 


ARTICLE 77 
Contributions of Members 

Each Member undertakes to contribute promptly to the Organization its share 
of the Organization’s expenses as apportioned by the Conference. The right 
of a Member to vote in the Conference shall automatically be suspended if such 
Member fails for two successive years to meet its financial obligations to the 
Organization: Provided, That the Conference may, in exceptional circumstances, 
waive such suspension. 

ARTICLE 78 
Entry Into Force 

1. The original of this Charter, as set forth in the Final Act of the United 
Nations Conference on Trade and Employment, shall be deposited with the Secre- 
tary General of the United Nations, who will furnish certified copies thereof to 
all interested governments. 

2. Each government accepting this Charter shall deposit an instrument of 
acceptance with the Secretary General of the United Nations, who will inform 
all governments represented at the United Nations Conference on Trade and 
Employment and all Members of the United Nations of the date of deposit of each 
instrument of acceptance and of the date on which this Charter enters into force 
under paragraph 3 of this Article. 

3. This Charter shall enter into force on the sixtieth day following the day on 
which the number of governments represented at the United Nations Conference 
on Trade and Employment which have deposited acceptances pursuant to para- 
graph 2 of this Article shall equal twenty, and the acceptance of each other accept- 
ing government shall take effect on the sixtieth day following the day on which 
the instrument of such acceptance is deposited: Provided, That if this Charter 
shall not have entered into force by December 31,194 __, any of the governments 
which have made effective the General Agreement on Tariffs and Trade dated 

, 194 .° together with any other governments which have already 
deposited their acceptances, may agree to bring this Charter into force among 
themselves in accordance with arrangements which they may agree upon. 

4. Each government accepting this Charter does so in respect of all territory in 
which it has authority to make the provisions of this Charter effective. 


™ See footnote to the reference to this Agreement in paragraph 2 of Article 56 
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ARTICLE 79 
Withdrawal and Termination 

1. Any Member of the Organization may give notice of withdrawal from the 
Organization at any time after the expiration of five years from the date of the 
entry into force of this Charter under the provisions of Article 78 by written 
notification addressed to the Secretary General of the United Nations, who will 
immediately inform all other Members of the Organization. 

2. The withdrawal shall take effect one year from the date of the receipt of the 
notification by the Secretary General: Provided, That the notification may be 
withdrawn at any time during that period. 

3. This Charter may be terminated at any time by agreement of three fourths 
of the Members of the Organization. 


ExHrisit No. 7 


REPORT OF THE DRAFTING COMMITTEE OF THE PREPARATORY COM- 
MITTEE OF THE UNITED NATIONS CONFERENCE ON TRADE AND 
EMPLOYMENT, LAKE SUCCESS, NEW YORK 


(January 20 to February 25, 1947) 
PART I 
INTRODUCTION 


1. At its First Session’ held in London in October and November 1946, the 
Preparatory Committee adopted a resolution establishing a Drafting Committee 
‘rhe resolution, after stating that is was desirable that further drafting be done 
on the basis of the work carried out at the First Session of the Preparatory Com- 
mittee and before the commencement of the Second Session, directed the Draft 
ing Committee, composed of representatives of the members of the Preparatory 
Committee to meet in New York from January 20, 1947 and to complete its 
preparation of a report for consideration at the Second Session no later than 
February 28, 1947. It was resolved that it would be the function of the Drafting 
Committee to prepare a Draft Charter * or Articles of Agreement based upon the 
Report and other documents of the First Session, editing for clarity and con 
sistency the portions of the text on which the Preparatory Committee came to 
a substantial identity of views, preparing alternative drafts of those portions on 
which there remained a division of general views and preparing suggested 
drafts covering such uncompleted portions as were referred to it by the Pre- 
paratory Committee, together with such explanatory notes and commentaries 
as the Drafting Committee might consider desirable and useful. 

2. The Drafting Committee was convened at the temporary headquarters of 
the United Nations, Lake Success, New York, on January 20, 1947 and concluded 
its work on February 25, 1947, having held a total of twenty-nine meetings. 
Representatives from all the members of the Preparatory Committee attended, 
with the exception of the Union of Soviet Socialist Republics which stated that 
it was not in a position to take part in the work of the Drafting Committee. 
Colombia and Mexico sent representatives to observe the proceedings, in which 
the representatives of the Food and Agriculture Organization, the International 
Bank for Reconstruction and Development, the International Labour Organiza 
tion and the International Monetary Fund actively participated. 

3. The Drafting Committee availed itself of the Rules of Procedure of the 
First Session and worked according to the following plan. An examination of the 
text of each Article of the Charter drafted at the First Session was first made in 
plenary session together with any amendments introduced by delegates or sug 
gested by the Secretariat. During this examination a new text of each Article 

1 Whenever the words First Session or Second Session are mentioned the First or Second 
Session of the Preparatory Committee is understood. 

* Whenever the word “Charter” standing alone is used in this Report, it refers to the 
Charter as drafted by the Drafting Committee; when other texts or the Charter of the 
United Nations are referred to, the full title is given. 

By reaining the title of ‘Charter’ the Drafting Committee did not intend to indicate that 
it approved or disapproved of the use of this term. This is a point which may need to be 
considered at a later stage. 
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which had been amended was established and reproduced by the Secretariat for 
second reading a few days later. After each Article had been examined a second 
time in plenary session, the text then agreed was referred to a Legal Drafting Sub- 
Committee. Finally all texts were again, examined when the draft report was 
approved. 

4. The procedure outlined above was followed with most of the Articles of the 
Charter. However, to deal with Articles for which no detailed and generally 
agreed text had been established at the First Session, the Drafting Committee 
decided to constitute at an early stage of its work sub-committees to prepare 
texts for examination by the Drafting Committee at a later stage. Thus, a Tech- 
nical Sub-Committee to prepare drafts of Articles 15 to 23 inclusive and Article 
37 was set up and an Administrative Sub-Committee which worked upon Articles 
1, 2, 64, G8 and 72 to 77 inclusive. Apart from preparing a draft Charter, the 
Drafting Committee was charged with providing a more detailed draft of the 
General Agreement on Tariffs and Trade, based upon the outline drafted at the 
First Session. For this purpose a Sub-Committee on Tariff Procedures was 
established. Although the sub-committees were of restricted membership, ail 
delegates to the Drafting Committee were accorded the right to participate in the 
proceedings of the sub-committees at any time and frequently availed themselves 
of this facility. In addition, in a number of cases, the Drafting Committee estab- 
lished ad hoc sub-committees to deal with specific points. 

5. In view of the technical and detailed nature of the work performed by the 
Drafting Committee, all of its meetings were held in private. The public, how- 
ever, was kept informed of the work being done by means of press releases 
arranged by the Secretariat, which gave a press conference at the close of the 
meeting. It was agreed that the report of the Drafting Committee should be 
classified as a restricted document, not for publication until such time as the 
Preparatory Committee itself might decide otherwise. 

6. The officials of the Committees and Sub-Committees were: 

Drafting Committee 
Chairman: Mr. Erik Colban (Norway). 
Vice-Chairman: Mr. B. N. Adarkar (India). 
Administrative Sub-Committee 
Chairman: Dr. G. Alamilla (Cuba). 


Legal Drafting Sub-Committee 
Chairman: Mr. A. Kojeve (France). 


Tariff Procedures Sub-Committee 
Chairman: Mr. B. N. Adarkar (India). 


Technical Sub-Committee 
Chairman: Mr. R. J. Shackle (United Kingdom). 


7. Purely editing changes are normally not mentioned in the commentary 
contained in Part II of this Report. Square brackets have been used to en- 
close wording, the adoption of which is left for future consideration. Reserva- 
tions made at the First Session and maintained at the meetings of the Drafting 
Committee are recorded in the commentary. 

8. Although the terms of reference of the Drafting Committee did not require 
it to discuss arrangements for and procedures at the Second Session, it was 
felt that the Committee provided a convenient ground for further exchanges 
of views on this question between governments. Accordingly, a discussion of 
arrangements and procedures was carried out and informal agreements reached 
which it is hoped will materially assist the members of the Preparatory Com- 
mittee in making their plans for the Second Session. 


PART II—DRAFT CHARTER AND COMMENTARY 
CHAPTER I. PURPOSES 


ARTICLE 1-——-GENERAL PURPOSES 


In pursuance of the determination of the United Nations to create condi- 
tions of economic and social progress essential to world peace, the States party 
to this Charter hereby establish an International Trade Organization through 
which they will work for the fulfillment of the purposes set out hereunder: 
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1. To promote national and international action: 

(a) Designed to realize the objectives set forth in the Charter of 
the United Nations and particularly in Article 55 (a) thereof, namely, 
higher standards of living, full employment, and conditions of eco- 
nomic and social progress and development ; 

(b) For the expansion of the production, exchange and consump- 
tion of goods, tor the achievement and maintenance in all countries of 
high and steadily rising levels of effective demand and real income, 
for the development of the economic resources of the world, and for 
the reduction of tariffs and other trade barriers and the elimination 
of all forms of discriminatory treatment in international commerce; 

(c) To avoid excessive fluctuations in world trade and coutribute 
to a balanced and expanding world economy. 

2. To further the enjoyment by all Member countries, on equal terms, 
of access to the markets, products and productive facilities which are 
needed for their economic prosperity and development. 

3. To encourage and assist the industrial and general economic develop- 
ment of Member countries, particularly of those still in the early stages of 
industrial development. 

4. To facilitate the solution of problems in the field of international 
trade, employment and economic development through consultation and 
collaboration among Members. 

5. To enable Members, by increasing the opportunities for their trade 
and economic development on a mutually advantageous basis, to avoid re- 
course, to measures which disrupt world commerce, reduce productive 
employment or retard economic progress. 


CHAPTER II. MEMBERSHIP 
ARTICLE 2 


1. The original Members of the Organization shall be those countries repre- 
sented at the United Nations Conference on Trade and Employment whose Gov- 
ernments accept this Charter by 194 or, in the event that this 
Charter has not entered into force by that date, those countries whose Govern- 
ments agree to bring this charter into force pursuant to the proviso to paragraph 
3 of Article 88. 

2. Subject to the approval of the Conference, membership in the Organization 
shall be open to other countries whose governments accept this Charter. 

3. The Conference shall establish procedures which will open a membership 
in the Organization to the United Nations on behalf of the trust territories for 
which the United Nations is the administering authority. 


CHAPTER IIT. EMPLOYMENT, EFFECTIVE DEMAND AND ECONOMIC ACTIVITY 


ARTICLE 3—-IMPORTANCE OF EMPLOYMENT IN RELATION TO THE PURPOSES OF 
THIS CHARTER 


1. The Members recognize that the avoidance of unemployment or under- 
employment through the achievement and maintenance in each country of useful 
employment opportunities for those able and willing to work, and of a high and 
steadily rising effective demand for goods and services is not of domestic concern 
alone, but is a necessary condition for the expansion of international trade, for 
the well-being of other countries, and in general for the realization of the purposes 
of this Charter. 

2. Members agree that, while the achievement and maintenance of effective 
demand and employment must depend primarily on domestic measures, such 
measures should be assisted by the regular exchange of information and views 
among Members and, so far as possible, should be supplemented by international 
action sponsored by the Economic and Social Council of the United Nations and 
carried out in collaboration with the appropriate inter-governmental organiza- 
tions acting within their respective spheres and consistently with the terms and 
purposes of their basic instruments. 


ARTICLE 4——-MAINTENANCE OF DOMESTIC EMPLOYMENT 


1. Each Member shall take action designed to achieve and maintain full and 
productive employment and high and stable levels of effective demand within 
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its own jurisdiction through measures appropriate to its political, economic and 
social institutions. 

”. Measures to sustain employment and demand shall be consistent with the 
other purposes and provisions of this Charter and in the choice of such measures 
each Member shall seek to avoid creating balance-of-payments difficulties for 
other Members. 


ARTICLE 5 FAIR LABOUR STANDARDS 


Each Member, recognizing that all countries have a common interest in the 
maintenance of fair labour standards, related to national productivity, shall 
take whatever action may be appropriate and feasible to eliminate sub-standard 
conditions of labour in production for export and generally throughout its 
jurisdiction. 


ARTICLE 6 rHE REMOVAL OF MALADJUSTMENTS IN THE BALANCE OF PAYMENTS 


Members agree that, in case of a fundamental disequilibrium in their balance 
of payments involving other countries in persistent balance-of-payments diffi 
culties, which handicap them in maintaining employment, they will make 
their full contribution to action designed to correct the maladjustment. 


ARTICLE 7 SAFEGUARDS FOR MEMBERS SUBJECT TO EXTERNAL DEFLATIONARY PRESSURE 


The Organization shall have regard, in the exercise of its functions as de- 
fined elsewhere in this Charter, to the need of Members to take action within 
the provisions of this Charter to safeguard their economies against deflationary 
pressure in the event of a serious or abrupt decline in the effective demand of 
other countries 


ARTICLE 8——-CONSULTATION AND EXCHANGE OF INFORMATION ON MATTERS RELATING 
rO EMPLOYMENT 


The Members of the Organization shall participate in arrangements made or 
sponsored by the Economie and Social Council of the United Nations, including 
arrangements with appropriate inter-governmental organizations: 

(a) For the systematic collection, analysis and exchange of information on 
domestic employment problems, trends and policies, including as far as possible 
information relating to national income, demand and the balance of payments; 

(b) For consultation with a view to concerted action on the part of govern- 
ments and intergovernmental organizations in the field of employment policies. 


CHAPTER TV. ECONOMIC DEVELOPMENT 


ARTICLE 9-—-IMPORTANCE OF ECONOMIC DEVELOPMENT IN RELATION TO THE PURPOSES 
OF THIS CHARTER 


The Members recognize that the industrial and general economic development 
of all countries, and particularly of those in which resources are as yet relatively 
undeveloped, will improve opportunities for employment, enhance the produc- 
tivity of labour, increase the demand for goods and services, contribute ultimately 
to economic stability, expand international trade, and raise levels of real income, 
thus strengthening the ties of international understanding and accord. 


ARTICLE 10 DEVELOPMENT OF DOMESTIC RESOURCES AND PRODUCTIVITY 


Recognizing that all countries have a common interest in the productive use of 
the world’s human and material resources, Members shall take action designed 
progressively to develop industrial and other economic resources and to raise 
standards of productivity within their jurisdictions through measures com- 
patible with the other provisions of this Charter. 


ARTICLI 11 PLANS FOR ECONOMIC DEVELOPMENT 


1. Members shall co-operate with one another and with the Economic and 
Social Council of the United Nations and appropriate inter-governmental organi- 
zations in promoting industrial and general economic development. 

2. The Organization, upon the request of any Member, shall advise such 
Member concerning its plans for economic development and shall, within the 
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competence and resources of the Organization and on terms to be agreed, provide 
such Member with technical assistance in completing its plans and carrying out 
its programmes or arrange for the provision of such assistance. The Organiza 
tion may, in accordance with the principles of this Chapter, consult with and 
make recommendations to Members and appropriate inter-governmental organ 
ivations relating to the encouragement of the industrial and general economic 
development of Member countries 


ARTICLI 2 MEANS OF ECONOMIC DEVELOPMENT 


1. Progressive economic development is dependent upon adequate supplies of 
capital funds, materials, equipment, advanced technology, trained workers and 
managerial skill Accordingly, the Members shall impose no unreasonable im 
pediments that would prevent other Members from obtaining any such facilities 
for their economic development and shall co-operate in accordance with Article 
11, within the limits of the'* power, in providing or arranging for the provision 
of such facilities 

2. Kach Member, in its treatment of other Members and of business entities 
or persons within the jurisdiction of other Members which supply it with facili 
ties for its industrial and general economic development, shall not only carry 
out all relevant international obligations to which it may be subject or which 
it may undertake pursuant to sub-paragraph (c) of Article 61 or otherwise but 
also shall in general take no unreasonable action injurious to the interest of 
such other Members, business entities or persons 

5. Any Member, or with the authorization of a Member, any affected business 
entity or person within that Member's jurisdiction, may submit to the Organi- 
zation a complaint that action by another Member is inconsistent with its obli- 
gations under this Article. The Organization may, without prejudice to the 
application of Article 35, request the Members concerned to enter into consulta- 
tion with a view to reaching a mutually satisfactory settlement and may lend 
its good offices to this end. 


ARTICLE GOVERN MENTAI ASSISTANCI rO ECONOMIC DEVELOPMENT 


1. The Members recognize that special governmental assistance may be re- 
quired in order to promote the establishment or reconstruction of particular 
industries and that such assistance may take the form of protective measures 
At the same time they recognize that an unwise use of such measures would 
impose undue burdens on their own economies, unwarranted restrictions on 
international trade and might increase unnecessarily the difficulties of adjust- 
ment for the economies of other countries 

2. (a) Ifa Member, in the interest of its programme of economic development, 
considers it desirable to adopt any protective measure which would confliet with 
any other provision of this Charter, or with any obligation which the Member 
has assumed through negotiations with any other Member or Members pursuant 
to Chapter V, it shall so notify the Organization and shall transmit to the 
Organization a written statement of the considerations in support of the adoption 
of the proposed measure. The Organization shall promptly inform those Mem 
bers whose trade would be substantially affected by the proposed measure and 
afford them an opportunity of presenting their views. The Organization shall 
then promptly examine the proposed measure in the light of the provisions of 
this Chapter and other relevant provisions of this Charter, the considerations 
presented by the applicant Member, the views presented by the other Members 
which would be substantially affected by the proposed measure and such criteria 
as to productivity and other factors as it may establish, taking into account the 
stage of economic development or reconstruction of the applicant Member 

(b) If, as a result of its examination pursuant to sub-paragraph (a), the 
Organization concurs in any measure which would be inconsistent with any 
obligation that the applicant Member has assumed through negotiations with 
any other Member or Members pursuant to Chapter V or which would tend to 
nullify or impair the benefit to such other Member or Members of any such 
obligation, the Organization shall sponsor and assist in negotiations between the 
applicant Member and the other Member or Members which would be sub- 
stantially affected, with a view to obtaining substantial agreement. Upon such 
agreement being reached the Organization may release the applicant Member 
from the obligation in question or from any other relevant obligation under 
this Charter, subject to such limitations as may have been agreed upon in the 
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negotiations between the Members concerned or such further limitations as the 
Organization may impose 

(c) If, as a result of its examination pursuant to sub-paragraph (@), the 
Organization concurs in any measure, other than those provided for in sub- 
paragraph ()), which would be inconsistent with any other provision of this 
Charter, the Organization may release the applicant Member from any obligation 
h limitations as the Organization may impose. 

One delegate with the support of three other delegates, submitted the following 
additional text to Article 18: 

1. Members agree that they will not impose new or intensify existing quanti 
tative restrictions on imports for protective purposes except when such re 
strictions are no more restrictive in their effect than other forms of protection. 

2. The Organization may at any time invite any Member which is imposing 
quantitative restrictions on imports under paragraph 1 to consult with it 
about the form and extent of the restrictions and shall invite the Member 
substantially intensifying such restrictions to consult accordingly within thirty 
days. Members agree to participate in such discussions when so invited. The 
Organization shall within two years of its institution review all restrictions 
existing at its institution and subsequently maintained under paragraph 1 

3. Any Member applying or intending to apply quantitative restrictions on 
imports under paragraph 1 may if it so desires consult with the Organization 
with a view to obtaining the previous approval of the Organization for restric 
tions which it intends to maintain or to impose or for the maintenance or im 
position in the future of restrictions under specified conditions As a result of 
such consultation the Organization may approve in advance the maintenance, 
imposition, or intensification of import restrictions by the Member in question 
in so far as the general extent, degree and duration of the restrictions are con- 
cerned. To the extent to which such approval has been given, the action of the 
Member imposing restrictions shall not be open to challenge under paragraph 4 
in so far as it relates to action taken in conformity with paragraph 1. 

ft. Any Member, which considers that any other Member is applying import 
restrictions under paragraph 1 in a manner inconsistent with the terms of that 
paragraph, may bring the matter for discussion to the Organization. The Mem- 
ber imposing restrictions shall then participate in the discussions of the rea 
sons for its action. The Organization shall, if it is satisfied that there is prima 
facie case that the complaining Members’ interests are adversely affected, con- 
sider the complaint. It may then recommend the withdrawal or modification 
of restrictions which it determines are being applied in a manner inconsistent 
with the terms of paragraph 1. If restrictions are not withdrawn or modified 
in accordance with the recommendations of the Organization within sixty days, 
such other Members shall be released from such obligations incurred under this 
Charter towards the Member applying the restrictions as the Organization may 
specify. 


under such provision, subject to su 


CHAPTER V. GENERAL COMMERCIAL POLICY 
Section A. General Commercial Provisions, Most-Favoured-Nation Treatment 


ARTICLE 14 GENERAL MOST-FAVOURED-NATION TREATMENT 


1. With respect to customs duties and charges of any kind imposed on, or in 
connection with, importation or exportation or imposed on the international 
transfer of payments for imports or exports, and with respect to the method of 
levying such duties and charges, and with respect to all rules and formalities 
in connexion with importation or exportation and with respect to all matters 
in regard to which national treatment is provided for in Article 15, any ad- 
vantage, favour, privilege or immunity granted by any Member to any product 
originating in or destined for any other country, shall be accorded immediately 
and unconditionally to the like product originating in or destined for all.other 
Member countries respectively. 

2. The provisions of paragraph 1 of this Article shall not be construed to 
require the elimination of any preferences in respect of customs duties or other 
charges imposed on importation, which do not exceed the preferences remaining 
in force after the negotiations contemplated in Article 24 and which fall within 
the following descriptions: 

(a) Preferences in force exclusively (i) between two or more territories 
which on 1 July 1989 were connected by common sovereignty or relations of 
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protection or suzerainty; or (ii) between two or more of the territories listed 
in Annexure A to this Charter. Each Member to which provision (i) applies 
shall provide a list of such territories Which shall be incorporated in an 
annexure to this Charter. 

(b) Preferences in force exclusively between the United States of America 
and the Republic of Cuba 

(c) Preferences in force on 1 July 1946 exclusively between neighbouring 
countries. 


ARTICLE 15 NATIONAL TREATMENT ON INTERNAL TAXATION AND REGULATION 


1. The Members agree that neither internal taxes nor other internal charges 
nor internal laws, regulations or requirements should be used to afford pro- 
tection directly or indirectly for any national product 

2. The products of any Member country imported into any other Member 
country shall be exempt from internal taxes and other internal charges of any 
kind higher than those imposed, directly or indirectly, on like products of 
national origin, 

3. The products of any Member country into any other Member 
country shall be accorded treatment no less our: » than that accorded to 
like products of national origin in respect of all laws, regulations or require 
ments affecting their internal sale, offering fo ile, transportation, distribut 
or use of any kind whatsoever. ‘The provisions of this paragraph shall be 
stood to preclude the application of internal requirements restricting the 
or proportion of an imported product permitted to be mixed, processed o 
Provided that any such requirement in force on the day of the signat 
Charter may be continued until the expiration of one year from the day o1 h 
this Charter enters into force, which period may be extended in respect of any 
product if the Organization concurs that the requirement concerned is less 
restrictive of international trade than other measures permissable under this 
Charter. Requirements permitted to be maintained under the foregoing proviso 
shall be subject to negotiation in the manner provided for in respect of tariffs 
under Article 24 

!. The provisions of paragraphs 1 and 8 of this Article shall not be construed 
to prevent the application of internal laws, regulations or requirements, other 
than taxes, relating to the distribution or exhibition of cinematograph films 
Any laws, regulations or requirements so applied shall, however, be subject to 
negotiation for their liberalization or elimination in the manner provided for in 
respect of tariffs and preferences under Article 24, 

5. The provisions of this Article shall not apply to the procurement by govern 
mental agencies of supplies for governmental use and not for resale [nor for 
use in the production of goods for sale]. 


ARTICLE 16 FREEDOM OF TRANSIT 


1. Goods (including baggage), and also vessels and other means of transport, 
shall be deemed to be in transit across the territory of a Member when the 


passage across such territory with or without transshipment, warehousing, 
breaking bulk, or change in the mode of transport, is only a portion of a complete 
journey, beginning and terminating beyond the frontier of the Member across 
whose territory the traffic passes. Traffic of this nature is termed in this 
Article “traffic in transit”. The provisions of this Article shall not apply to 
the operation of aircraft in transit. 

2. There shall be freedom of transit through the Member countries via the 
routes most convenient for international transit for traffic in transit to or from 
other Member countries. No distinction shall be made which is based on the 
nationality of persons, the flag of vessels, the place of origin, departure, entry, 
exit or destination, or on any circumstances relating to the ownership of goods, 
or vessels or other means of transport. 

3. Any Member may require that traffic in transit through its territory be 
entered at the proper customshouse, but, except in cases of failure to comply 
with applicable customs laws and regulations, such traffic coming from or going 
to other Member countries shall not be subject to any unnecesary delays or 
restrictions and shall be exempt from customs duties and from all transit duties 
or other charges imposed in respect of transit, except charges for transportation 
or those commensurate with administrative expenses entailed by transit or with 
the cost of services rendered. 
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4. All charges and regulations imposed by Members on traftie in transit to or 
from other Member countries shall be reasonable, having regard to the condi 
tions of the traffic 

5. With respect to all charges, rules, and formalities in connexion with transit, 
each Member shall accord to traffic in transit to or trom any other Member 
country treatment no less favourable than the treatment accorded to traflie in 
transit to or from any third country 

6. Each Member shall accord to products which have been in transit through 
any other Member country treatment no less favourable than that whieh would 
have been accorded to such products had they been transported from their place 
of origin to their destination without going through such other Member country 
Any Member shall, however, be free to maintain its requirements of direct con 
signment (capeédition directe) existing on the day of the signature of this Char- 
ter, in respect of any goods in regard to which such direct consignment is a 
requisite condition of eligibility for entry of the goods at preferential rates of 
duty, or has relation to the country’s prescribed method of valuation for duty 


purposes 


ARTICLE 17 ANTI-DUMPING AND COUNTERVAILING DUTIES 


1. No anti-dumping duty or charge shall be imposed on any product of any 
Member country imported into any other Member country in excess of an amount 
equal to the margin of dumping under which such product is being imported. 
or the purposes of this Article, the margin of dumping shall be understood to 
mean the amount by which the price of the product exported from one country 
to another is less than, (a) the comparable price for the like product to buyers 
in the domestic market of the exporting country, or, in the absence of such do 
mestic price, either (b) the highest comparable price at which the like product 
is sold for export to any third country in the ordinary course of commerce, or 
(c) the cost of production of the product in the country of origin plus a reason- 
able addition for selling cost and profit; with due allowance in each case for 
differences in conditions and terms of sale, for differences in taxation, and for 
other differences affecting price comparability 

2. No countervailing duty shall be imposed on any product of any Member 
country imported into another Member country in excess of an amount equal 
to the estimated bounty or subsidy determined to have been granted, directly 
or indirectly, on the production or export of such product in the country of 
origin or exportation. The term “countervailing duty” shall be understood 
to mean an additional duty imposed for the purpose of offsetting any bounty 
or subsidy bestowed, directly, or indirectly, upon the manufacture, production 
or exportation of any merchandise 

3. No produet of any Member country imported into any other Member coun 
try shall be subject to anti-dumping or countervailing duty by reason of the 
exemption of such product from duties or taxes imposed in the country of origin 
or exportation upon the like product when consumed domestically, or by reason 
of the refund of such duties or taxes 

$4. No product of any Member country imported into any other Member country 

shall be subject to both anti-dumping and countervailing duties to compensate 
for the same situation of dumping or export subsidization. 
5. No Member shall impose any anti-dumping or countervailing duty or charge 
on the importation of any product of other Member countries unless it determines 
that the effect of the dumping or subsidization, as the case may be, is such as 
materially to injure or threaten to injure an established domestic industry, or 
is such as to prevent the establishment of a domestic industry. 

6. Nothing in this Article shall preclude Members, parties to a regulatory 
commodity agreement conforming to the principles of Chapter VII, from in- 
corporating in such agreement provisions prohibiting, as between themselves 
the use of anti-dumping duties in cases in which dumping, within the meaning 
of paragraph 1 of this Article, may be permitted under the terms of such an 
agreement. 


ARTICLE 18 TARIFF VALUATION 


1. The Members undertake to work toward the standardization, in so far as 
practicable, or definitions of value and of procedures for determining the value of 
products subject to customs duties or other charges or restrictions based upon or 
regulated in any manner by value. With a view to furthering such co-operation, 
the Organization is authorized to investigate and recommend to Members such 
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bases and methods for determining the value of products as would appear best 
suited to the needs of commerce and most capable of general adoption 

2. The Members recognize the validity of the general principles of tariff valu 
ation set forth in the following sub-paragraphs, and they undertake to give effect 
to such principles, in respect of all products subject to duties, charges or restric 


tions based upon or regulated in any manner by value, at the earliest practicable 
date Moreover, they undertake, upon a request by another Member, to review 
the operation of any of their laws or regulations relating to value for duty pur 
poses in the light of these principles. The Organization is authorized to re 
quest from Members reports on steps taken by them in pursuance of the provi 


sions of this paragraph 


ilternative A 


(a) The value for duty purposes of imported products should be based on the 
actual value of the kind of imported merchandise on which duty is assessed, or 
the nearest ascertainable equivalent of such value, and should not be based on 
the value of products of national origin or on arbitrary or fictitious valuations 


Alternative B 


(a Che value for duty purposes of imported products should be based on their 
actual value as represented by the price at which, at a determined time and place 
and in the ordinary course of trade between independent buyer and seller, like 
yoods are sold or offered for sale in quantities and under conditions comparable to 
those under which the imported goods are sold or offered for sale, or the nearest 
ascertainable equivalent of such value The value should not be based on the 
value of products of national origin or on arbitrary or fictitious valuations 


i/ternative ¢ 


Where an actual price of imported products is not accepted as the basis for 
determining their value for duty purposes, their assessed value should not be 
based on the value of products of national origin or on arbitrary or spurious valu- 
ations, but should satisfy clearly defined and stable conditions which conform 
with commercial usage 

(b) The value for duty purposes of any imported product should not ineluds 
the amount of any [customs duty or] internal tax, applicable within the country 
of origin or export, from which the imported product has been relieved or ( 
exempt by means of refund 

(c) In converting the value of any imported product from one currency to 
another for the purpose of assessing duty, the rate of exchange to be used should 
be fixed in accordance with prescribed standards to reflect effectively the current 
value of each currency in commercial transactions. 

(d) The bases and methods for determining the value of products subject to 
duties, charges or restrictions based upon or regulated by value should be stable 
and should be given sufficient publicity to enable traders to estimate, with a 


reasonable degree of certainty, the amount of duty likely to be imposed. 


made 


ARTICLE 19 CUSTOMS FORMALTIES 


1. The Members recognize the principle that subsidiary fees and charges im 
posed on or in connexion with importation or exportation should be limited in 
amount to the approximate cost of services rendered and should not represent an 
indirect protection to domestic products or a taxation of imports or exports for 
fiscal purposes. They also recognize the need for reducting the number and 
diversity of such subsidiary fees and charges, for minimizing the incidence and 
complexity of import and export formalities, and for decreasing and simplifying 
import and export documentation requirements 

2. Members undertake to give effect to the principles and objectives of para 
graph 1 of this Article at the earliest practicable date. Moreover, they under 
take, upon request by another Member, to review the operation of any of their 
customs laws and regulations in the light of these principles. The Organization 
is authorized to request from Members reports on steps taken by them in pur 
suance of the provisions of this paragraph 

3. Except in cases of serious negligence, greater than nominal penalties over 
and above the duty properly payable should not be imposed by any Member 
in connexion with the importation of any product of any other Member country 
because of errors in documentation which are obviously clerical in origin or 
with regard to which good faith can be established. 

4. The provisions of this Article shall extend to fees, charges, formalities and 
requirements relating to all customs matters, including : 
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(a) Consular transactions, such as consular invoices and certificates; 
(b) Quantitative restrictions ; 
(c) Licensing; 

(d) Exchanve regulations; 

(e) Statistical services; 

(f) Documents, documentation and certification ; 
(<) Analysis and inspection; and 

(h) Quarantine, sanitation and fumigation. 


ARTICLE 20--MARKS OF ORIGIN 


1. The Members agree that in adopting and implementing laws and regulations 
relating to marks of origin, the difficulties and inconveniences which such 
measures nay cause to the commerce and industry of exporting countries should 
be reduced to a minimum. 

2. Each Member shall accord to the products of each other Member country 
treatment with regard to marking requirements no less favourable than the 
treatment accorded to like products of any third country. 

3. Whenever administratively practicable, Members should permit required 
marks of oricin to be imposed at the time of importation. 

4. The laws and regulations of Members relating to the marking of imported 
products shall be such as to permit compliance without seriously damaging the 
products, or materially reducing their value, or unreasonably increasing their 
cost 

5. Members agree to work in co-operation through the Organization toward the 
early elimination of unnecessary requirements as to marks of origin. The Or- 
vanization is authorized to investigate and recommend to Members measures 
directed to this end, including the adoption of schedules of general categories 
of products in respect of which marking requirements operate to restrict trade in 
at e disproportionate to any proper purpose to be served, and which shall 
not in any case he required to be marked to indicate their origin 

6. As a general rule no special duty or penalty should be imposed by any 
Member for failure to comply with marking requirements prior to importation 
unless corrective marking has been unreasonably delayed or deceptive marks have 
been affixed or the required marking has been intentionally omitted 

7. The interest of Members in protecting the regional and geographical marks 
of origin of their distinctive products is recognized and shall be given considera- 
tion by the Organization which is authorized to recommend a conference of 
interested Members on the subject. 


ARTICLE 21 PUBLICATION AND ADMINISTRATION OF TRADE REGULATIONS—ADVANCE 
NOTICE OF RESTRICTIVE REGULATIONS 


1. Laws, regulations, judicial decisions and administrative rulings of general 
application made effective by any Member, pertaining to the classfication or the 
valuation of products for customs purposes, or to rates of duty, taxes or other 
charges, or to requirements, restrictions or prohibitions on imports or exports or 
on the transfer of payments therefor, or affecting their sale, distribution, trans- 
portation or insurance, or affecting their warehousing, inspection, exhibition, 
processing, mixing or other use, shall be published promptly in such a manner 
as to enable traders and governments to become acquainted with them. Agree- 
ments in force between the government or a governmental agency of any Mem- 
ber country and the government or governmental agency of any other country 
affecting international trade policy shall also be published. Copies of such 
laws, regulations, decisions, rulings and agreements shall be communicated 
promptly to the Organization. This paragraph shall not require any Member to 
disclose confidential information which would impede law enforcement, or other- 
wise be contrary to the public interests or would prejudice the legitimate busi- 
ness interests of particular enterprises, public or private. 

2. Each Member shall administer in a uniform, impartial and reasonable man- 
ner all its laws, reculations, decisions and rulings of the kind described in para- 
graph 1 of this Article. Moreover, Members undertake to maintain, or to in- 
stitute as soon as practicable, judicial, arbitral or administrative tribunals or 
procedures for the purpose inter alia, of the prompt review and correction of 
ndministrative action relating to customs matters. Such tribunals or proce- 
dures shall be independent of the agencies entrusted with administrative en- 
forcement. 
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3. No administrative ruling of any Member effecting an advance in a rate 
of import duty or other charge under an established and uniform practice, or im- 
posing a new or more burdensome requirement, restriction or prohibition on 
imports, or on the transfer of payments therefor, shall as a general rule and 
within the limits of administrative practicability, be applied to products of any 
other Member country already enroute at the time of publication thereof in 
accordance with paragreph 1 of this Articie, Provided, that if any Member 
customarily exempts from such new or increased obligations products entered 
for consumption or withdrawn from warehouse for consumption during a period 
of thirty days after the date of such publication, such practice shall be con- 
sidered full compliance with this paragraph. The provisions of this paragraph 
shall not apply to anti-dumping or countervailing duties. 


ARTICLE 22 INFORMATION, STATISTICS AND TRADE TERMINOLOGY 


1, The Members shall communicate to the Organization as promptly and in 
as much detail as is reasonably practicable: 

(a) Statistics of their external trade in goods (including imports, exports, 
re-exports, transit and transhipment and, where applicable, goods in warehouse or 
in bond) ; 

(b) Statistics of governmental revenue from import and export duties and 
other taxes on goods moving in international trade and, in so far as readily 
ascertainable, of subsidy payments affecting such trade. 

So far as possible, the statistics referred to in (a) and (b) shall be related 
to tariff classifications and be in such form us to reveal the operation of any 
restrictions on importation or exportation which are based on or regulated in 
any manner by quantity or value, or by amounts of exchange made available 

2. The Members shall publish regularly and as promptly as possible the sta- 
tistics referred to in paragraph 1 of this Article 

The Members shall give careful consideration to any recommendations 
which the Organization may make to them with a view to improvement of the 
statistical information furnished under paragraph 1 of this Article. 

4. The Members shall make available to the Organization, at its request and 
in so far as reasonably practicable, such other statistical information as the 
Organization may deem necessary to enable it to fullil its functions, provided 
that such information is not being furnished to other inter-governmental or- 
ganizations from which the Organization can obtain the required information. 

5. The Organization shall act as a centre for the collection, exchange and 
publication of statistical information of the kind referred to in paragraph 1 of 
this Article. The Organization may, in collaboration with the Economic and 
Social Council of the United Nations and its Commissions, and with any other 
interested international organization, engage in studies with a view to bringing 
about improvements in the methods of collecting, analyzing and publishing 
economic statistics and may promote the international comparability of such 
statistics, including the possible international adoption of standard tariff and 
commodity Classifications. 

6. The Organization may also, in co-operation with the other organizations 
referred to in paragraph 5 of this Article, study the question of adopting stand- 
ards, nomenclatures, terms and forms to be used in international trade and 
in the official documents and statistics of Members relevant thereto, and may 
promote the general acceptance by Members of such standards, nomenclatures, 
terms and forms as may be recommended. 


ARTICLE 23—BOYCOTTS 


No Member shall encourage, support or participate in boycotts or other 
campaigns which are designed to discourage, directly or indirectly, the con- 
sumption within its territory of products of any specific Member country or 
countries on grounds of origin, or the sale of products for consumption withia 
other Member countries on grounds of destination. 


Section B. Tariff and tariff preferences 


ARTICLE 24 REDUCTION OF TARIFFS AND ELIMINATION OF PREFERENCES 


1. Bach Member, other than a Member subject to the provisions ef Article 33, 


shall, upon the request of any other Member or Members, enter into reciprocal 
and mutually advantageous negotiations with such other Member or Members 
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directed to the substantial reduction of tariffs and other charges on imports 
und exports and to the elimination of import tariff preferences. These negotia- 
tions shall proceed in accordance with the following rules: 

(a) Prior international commitments shall not be permitted to stand in the 
way of negotiations with respect to tariff preferences, it being understood that 
action resulting from such negotiations shall not require the modification or 
termination of existing international obligations except by agreement between 
the contracting parties, or failing that, by termination of such obligations in 
accordance with their terms. 

(/) All negotiated reductions in most-favoured-nation import tariffs shall 
operate automatically to reduce or eliminate margins of preference, and no 
margin or preference shall be increased 

(c) The binding or consolidation of low tariffs or of tariff-free treatment 
shall in principle be recognized as a concession equivalent in value to the sub 
stantial reduction of high tariffs or the elimination of tariff preferences 

2. Each Member participating in negotiations pursuant to paragraph 1 shall 
keep the Organization informed of the progress thereof and shall transmit to the 
Organization a copy of the agreement or agreements incorporating the results of 
such negotiations 

3. If any Member considers that any other Member has failed, within a 
reasonable period of time, to fulfil its obligations under paragraph 1 of this 
Article, such Member may refer the matter to the Organization, which shall 
make an investigation and make appropriate recommendations to the Members 
concerned. The Organization, if it finds that a Member has, without sufficient 
justification, having regard to the provisions of the Charter as a whole, failed 
to negotiate with such complaining Member in accordance with the requirements 
of paragraph 1 of this Article, may determine that the complaining Member, 
or in exceptional cases the Members of the Organization generally shall, not 
withstanding the provisions of Article 14, be entitled to withhold from the 
trade of the other Member any of the tariff benefits which the complaining 
Member, or the Members of the Organization general 
may have negotiated pursuant to paragraph 1 of this Article. If such benefits 
are in fact withheld so as to result in the application to the trade of the other 
Member of tariffs higher than would otherwise have been applicable, such 
other Member shall then be free, within sixty days after such action is taken, 
to withdraw from the Organization upon the expiration of sixty days from the 
late on which written notice of such withdrawal is received by the Organization. 
The provisions of this paragraph shall operate in accordance with the provisions 
of Article 67. 


vy as the case may be, 


Section C. Quantitative restrictions and exchange control 


ARTICLE 25-—-GENERAL ELIMINATION OF QUANTITATIVE RESTRICTIONS 


1. Except as otherwise provided in this Charter, no prohibitions or restrictions 
other than duties, taxes or other charges, whether made effective through 
quotas, import licenses or other measures, shall be instituted or maintained by 
any Member on the importation of any product of any other Member country 
or on the exportation or sale for export of any product destined for any other 
Member country. 

2. The provisions of paragraph 1 of this Article shall not extend to the fol- 
lowing: 

(a) Prohibitions or restrictions on imports or exports instituted or maintained 
during the early post-war transitional period which are essential to: (i) The 
equitable distribution among the several consuming countries of products in short 
supply, whether such products are owned by private interests or by the Govern- 
ment of any Member: (ii) The maintenance of war-time price control by a Mem- 
ber country undergoing shortages subsequent to the war; (iii) The orderly liqui- 
dation of temporary surpluses of stocks owned or controlled by the government 
of any Member or of industries developed in any Member country owing to the 
exigencies of the war, which it would be uneconomic to maintain in normal 
conditions provided that prohibitions or restrictions for ths purpose may not be 
instituted by any Member after the day on which this Charter comes into force, 
except after consultation with other interested Members with a view to appro- 
priate international action. 

Import and export prohibitions and restrictions instituted or maintained under 
sub-paragraph (a) shall be removed as soon as the conditions giving rise to them 








STOCKPILING STRATEGIC AND CRITICAL MATERIALS 521 


have ceased, and in any event not later than 1 July 1949, Provided that this 
period may, with the concurrence of the Organization, be extended in respect of 
any product for further periods not to exceed six months each 

(b) Export prohibitions or restrictions temporarily applied to relieve critical 
shortages of foodstuffs or other essential products in the exporting Member 
country. 

(c) Import and export prohibitions or restrictions necessary to the applica 


tion of standards for the classification and grading of commodities in inter 
national trade If, in the opinion of the © nization, the standards adopted 
by a Member under this sub-paragraph are likely to have ;: induly restrictive 


effect on trade, the Organization may request the Memb to revise the standards 
provided that it shall not request the revision of standards internationally 
agreed under paragraph 6 of Article 22 

(d) Export or import quotas applied under regulatory inter-governmental 
commodity agreements concluded in acce"dance with the provisions of Chapter 
VE. 

(e) Import restrictions on any agricultural or fisheries product imported in 
any form necessary to the enforcement of governmental measures which operate 
(i) to restrict the quantities of the like domestic product permitted to be mar 
keted or produced, or (ii) to remove a temporary surplus of the like domestic 
product by making the surplus available to certain groups of domestic consumers 
free of charge or at prices below the current market level Any Member in 
posing restrictions on the importation of any product pursuant to this sub 
paragraph shall give public notice of the total quantity or value of the product 
permitted to be imported during a specified future period and of any change 


n such quantity or value. Moreover, any restrictions applied under (i) above 
shali not be such as will reduce the total of imports relative to the total of domes 
tie production, as compared with the proportion which might reasonably be 
expected to rule between the two in the absence of the restrictions In deter 
mining this proportion the Member shall pay due regard to the proportion pre 
vailing during a previous representative period and to any special factors which 
may have affected or may be affecting the trade in the product concerned. The 
Member shall consult with any other Members which are interested in the trade 
in question and which wish to initiate such consultations 

(f) Import and export prohibitions or restrictions on private trade for the 
purpose of establishing a new, or maintaining an existing, monopoly of trade 
for a state-trading enterprise operated under Articles 31, 32 or 33. 


ARTICLE 26 RESTRICTIONS TO SAFEGUARD THE BALANCE OF PAYMENTS 


1. The Members may need to use import restrictions as a means of safeguard 
ing their external financial position and as a step toward the restoration of equi 
librium in their balance of payments on a sound and lasting basis, particularly 
in view of their increased demand for imports needed to carry out their domestic 
employment, reconstruction, development or social policies. Accordingly, not 
withstanding the provisions of Article 25, any Member may restrict the quantity 
or value of merchandise permitted to be imported insofar as this is necessary 
to safeguard its balance of payments and monetary reserves. 

2. The use of import restrictions under paragraph 1 of this Article shall be 
subject to the following requirements: 

(a) No Member shall institute [or maintain] restrictions or intensify existing 
restrictions except to the extent necessary to forestall the imminent threat of 
or to stop, a sel ious decline in the level of its monetary reserves or, in the case 
of a Member with very low monetary reserves, to achieve a reasonable rate of 
increase in its reserves. Due regard should be paid in each case to any special 
factors which may be affecting the level of the Member’s reserves, to any com 
mitments or other circumstances which may be affecting its need for reserves 
and to any special credits or other resources which may be available to protect 
its reserves, 

(b) The Members shall eliminate the restrictions when conditions would no 
longer justify their institution [or maintenance] under subparagraph (a), and 
shall relax them progressively as such conditions are approached: 

(ec) The Members shall not apply the restrictions in such a manner as to 
exclude completely imports of any class of goods. 

8. (a) Any Member which is not applying restrictions under paragraphs 1 
and 2 of this Article but which is considering the need for their institution, shall 
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before instituting such restrictions (or, in circumstances in which prior con- 
sultation is impracticable, immediately following upon the institution of such 
restrictions) consult with the Organization as to the nature of its balance-of- 
payments difficulties, the various corrective measures which may be available, 
and the possible effects of such measures on the economies of other Members. 
The Organization shall invite the International Monetary Fund to participate 
in the consultations. No Member shall be required during such discussions to 
indicate in advance the choice or timing of any particular measures which it may 
ultimately determine to adopt. 

(b) The Organization may at any time invite any Member applying import 
restrictions under paragraphs 1 and 2 of this Article to consult with it about the 
form or extent of the restrictions, and shall invite a Member substantially 
intensifying such restrictions to consult accordingly within thirty days. Mem- 
bers thus invited shall participate in such discussions. In the conduct of such 
discussions the Organization shall consult the International Monetary Fund 
and any other appropriate inter-governmental organization, in particular with 
regard to the alternative methods available to the Member in question of meeting 
its balance-of-payments difficulties. The Organization shall, not later than two 
years from the day on which this Charter enters into force, review all restric 
tions existing on that day and still applied under paragraphs 1 and 2 of this 
Article at the time of the review. 

(c) Any Member may consult with the Organization with a view of obtaining 
the prior approval of the Organization for restrictions which the Member pro- 
poses under paragraphs 1 and 2 of this Article to maintain, intensify or insti- 
tute, or for the maintenance, intensification or institution of restrictions under 
specified future conditions. The Organization shall invite the International 
Monetary Fund to participate in the consultations. As a result of such con- 
sultations, the Organization may approve in advance the maintenance, intensifi- 
cation or institution of restrictions by the Member in question insofar as the 
general extent, degree and duration of the restrictions are concerned. To the 
extent to which such approval has been given, the action of the Member applying 
restrictions shall not be open to challenge under sub-paragraph (d) on the 
ground that such action is inconsistent with the provisions of paragraphs 1 and 
2 of this Article 

(d) Any Member which considers that any other Member is applying import 
restrictions under paragraphs 1 and 2 of this Article in a manner inconsistent 
with the provisions of those paragraphs or of Articles 27 and 28, or in a manner 
which unnecessarily damages its commercial interests, may bring the matter 
for discussion to the Organization. The Member applying the restrictions shall 
then participate in discussions of the reasons for its action. The Organization, 
if it is satisfied that there is a prima facie case that the complaining Member’s 
interests are adversely affected, may, after consultation with the International 
Monetary Fund on any matter falling within the competence of the Fund, and, 
if it considers it desirable, after submitting observations to the parties with the 
aim of achieving a satisfactory settlement of the matter in question, recommend 
the withdrawal or modification of restrictions which it determines are being 
applied in a manner inconsistent with the provisions of paragraphs 1 and 2 of 
this Article or of Article 27 or 28 or in a manner which unnecessarily damages 
the interests of another Member. If the restrictions are not withdrawn or 
modified in accordance with the recommendation of the Organization within 
sixty days, such other Member or Members shall be released from such obliga- 
tions incurred under this Charter towards the Member applying the restrictions 
as the Organization may approve. 

(e) The Organization, in reaching its determination under sub-paragraph 
(d) shall not recommend the withdrawal or general relaxation of restrictions 
on the ground that the existing or prospective balance-of-payments difficulties of 
the Member in question could be avoided by a change in that Member’s domestic 
employment, reconstruction, development or social policies. In carrying out 
such domestic policies, however, Members shall pay due regard to the need for 
restoring equilibrium in their balance of payments on a sound and lasting basis. 

4. In giving effect to the restrictions on imports under this Article, a Member 
may restrict imports of products according to their relative essentiality in such 
a way as to give priority to the importation of products required by its domestic 
employment reconstruction, development or social policies and programmes. In 
so doing the Member shall avoid all unnecessary damage to the commercial 
interests of other Members. 
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If there is persistent and widespread application of import restrictions under 
this Article, indicating the existence of a general disequilibrium which is restrict 
ing international trade, the Organization shall seek consultation with the Inter- 
natonal Monetary Fund. The Organization may then, in collaboration throughout 
with the Fund, initiate discussions to consider whether other measures might be 
taken, either by those Members whose balances of payments are under pressure or 
by those Members whose balances of payments are tending to be exceptionally 
favourable, or by any appropriate inter-governmental organization, to remove 
the underlying causes of the disequilibrium. On the invitation of the Organization 
Members shall participate in such discussions. 

6. The Members recognize that in the early years of the Organization all of 
them will be confronted in varying degrees with problems of economic adjustment 
resulting from the war. During this period the Organization shall, when 
required to take decisions under this Article or under Article 28, take full 
account of the difficulties of post-war adjustment. 

7. Throughout this Section the phrase “import restrictions” includes the re- 
striction of imports by state-trading enterprises to an extent greater than that 
Which would be permissible under Article 32 


Ome 


ARTICLE 27 NON-DISCRIMINATORY ADMINISTRATION OF QUANTITATIVE RESTRICTIONS 


1. No prohibition or restriction shall be applied by any Member on the importa 
tion of any product of any other Member country or on 


the exportation of any 
product destined for any other Member country, unless 


the importation of the 
like product of all third countries or the exportation of the like product to all 
third countries is similarly prohibited or restricted. 


» 


2. Members shall observe the following provisions in applying import re 
strictions 
(a) The administration of the restrictions should be carried out in such a 


way as to result in a distribution of trade which approaches as closely as possible 
to the shares which the various Member countries might be expected to obtain 
as the result of international competition in the absence of such restrictions 

(b) Wherever practicable, quotas representing the total amount of permitted 
imports (whether allocated among supplying countries or not) shall be fixed, 
and notice given of their amount in accordance with paragraph 3 (b) of this 
Article. 

(c) In eases in which quotas are not practicable, the restrictions may be 
applied by means of import licenses or permits without a quota. 

(d) Import licenses or permits, whether or not issued in connection with 
quotas shall not (save for purposes of operating quotas allocated in accordance 
with sub-paragraph (e) of this paragraph) require or provide that the license 
or permit be utilized for the importation of the product concerned from a 
particular country or source. 

(e) In cases in which a quota is allocated among applying countries, the shares 
of the various supplying Member countries should in principle be determined 
in accordance with commercial considerations such as price, quality and cus- 
tomary sources of supply. For the purpose of appraising such commercial con- 
siderations, the Member applying the restrictions may seek agreement with 
respect to the allocation of shares in the quota with all other Members having 
a substantial interest in supplying the product concerned. In cases in which this 
method is not reasonably practicable, the Member concerned shall allot to Member 
countries having a substantial interest in supplying the product, shares based 
upon the proportions, supplied by such Member countries during a previous rep- 
resentative period, of the total quantity or value of imports of the product, due 
account being taken of any special factors which may have affected or may be 
affecting the trade in the product. No conditions or formalities shall be imposed, 
which would prevent any Member from utilizing fully the share of any such 
total quantity or value which has been allotted to it, subject to importation being 
made within any prescribed period to which the quota may relate. 

8. (a) In cases where import licenses are issued in connection with import 
restrictions, the Member applying the restriction shall provide, upon the request 
of any Member having an interest in the trade in the product concerned, all rele- 
vant information concerning the administration of the restriction, the import 
licenses granted over a past recent period and the distribution of such licenses 
among supplying countries: Provided, however, That there shall be no obligation 
to supply information as to the names of importing or supplying enterprises. 
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(b) In the case of import restrictions involving the fixing of quotas, the 
Member applying the restrictions shall give public notice of the total quantity or 
Value of the product or products which will be permitted to be imported during 
a specified future period and of any change in such quantity or value. Any 
supplies of the product in question which were en route at the time at which 
public notice was given shall not be excluded from entry, Provided that they 
may be counted, so far as practicable, against the quantity permitted to be 
imported in the period in question, and also, where necessary against the quan 
tities permitted to be imported in the next following period or periods, and 
Provided turther that if any Member customarily exempts from such restrictions 
products entered for consumption or withdrawn from warehouse for consump 
tion during a period of thirty days after the day of such public notice, such 
practice shall be considered full compliance with this subparagraph. 

(c) In the case of quotas allocated among supplying countries the Member 
applying the restriction shall promptly inform all other Members having an 
interest in supplying the product concerned of the shares in the quota, by quan 
tity or value, currently allocated to the various supplying countries and shall give 
public notice thereof, 

4. With regard to restrictions applied in accordance with paragraph 2 (e) of 

this Article or under paragraph 2 (e) of Article 25, the selection of a representa 
live period for any product and the appraisal of any special factors affecting 
the trade in the product shall be made initially by the Member applying the 
restriction, provided that such Member shall, upon the request of any other 
Member having a substantial interest in supplying that product or upon the 
request of the Organization, consult promptly with the other Member or the 
Organization regarding the need for an adjustment of the base period selected 
or for the re-appraisal of the special factors involved. 
5. The provisions of this Article shall apply to any tariff quota established 
or maintained by any Member and, insofar as applicable, the principles of this 
Article shall also extend to export restrictions, and to any internal regulation 
or requirements under paragraphs 3 and 4 of Article 15. 





ARTICLE 28 EXCEPTIONS TO THE RULE OF NON-DISCRIMINATION 


1. The provisions of this Section shall not preclude 

(a) restrictions with equivalent effect to exchange restrictions authorized 
under Section 3 (b) of Article VII of the Articles of Agreement of the Inter 
national Monetary Fund; 

(0) prohibitions or restrictions in accordance with paragraphs 2 (a) (i) or 
2 (d) of Article 25; 

(c) conditions attaching to exports which are necessary to ensure that an 
exporting Member country receives for its exports its own currency or the 
currency of any member of the International Monetary Fund specified by the 
exporting Member country ; 

(d) restrictions in accordance with Article 26 which either (i) are applied 
against imports from other countries, but not as between themselves, by a group 
of territories having a common quota in the International Monetary Fund, 
provided that such restrictions are in all other respects consistent with Article 
27, or, (ii) assist in the period until 31 December 1951, by measures not involving 
substantial departure from the provisions of Article 27, a country whose economy 
has been disrupted by war ; 

(e) restrictions in accordance with Article 26 which both (i) provide a Mem- 
ber with additional imports above the maximum total of imports which it 
could afford in the light of the requirements of paragraph 2 of Article 26, if 
its restrictions were consistent with Article 27, and (ii) have equivalent effect 
to exchange restrictions which are permitted to that Member under the Articles 
of Agreement of the International Monetary Fund or under the terms of any 
special exchange agreement which may have been made between the Member 
and the Organization under Article 29, provided that a Member which is not 
applying restrictions on payments and transfers for current international trans- 
actions, may apply import restrictions under (i) of this sub-paragraph in special 
circumstances and only with the prior approval of the Organization in agree 
ment with the International Monetary Fund. 

2. If the Organization finds, after consultation with the International Mone- 
tary Fund on matters within the competence of the Fund, that import restric- 
tions or exchange restrictions on payments and transfers in connection with 
imports are being applied by a Member in a discriminatory manner inconsistent 
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with the exceptions provided under this Article or in a manner which discrimi- 
nates unnecessarily against the trade of another Member country, the Member 
shall within sixty days remove the discrimination or modify it as specified by 
the Organization, provided that a Member may, if it so desires, consult with 
the Organization to obtain its prior approval for such discrimination, under the 
procedure set forth in paragraph 3 (c) of Article 26, and to the extent that such 
approval is given, the discrimination shall not be open to challenge under this 
paragraph. 

5. When three-quarters of the Members of the Organization have accepted the 
obligations of Sections 2, 3 and 4 of Article VIII of the Articles of Agreement of 
the International Monetary Fund, but in any event before 31 December 1951, the 
Organization shall review the operation of this Article, in consultation with the 
International Monetary Fund, with a view to the earliest possible elimination of 
any discrimination, under paragraphs 1 (e) (i) and (ii) of this Article, which 
restricts the expansion of world trade 


ARTICLE 29 EXCHANGE ARRANGEMENTS 


1. The Organization shall seek co-operation with the International Monetary 
Fund to the end that the Organization and the Fund may pursue a co-ordinated 
policy with regard to exchange questions within the competence of the Fund and 
questions of quantitative restrictions or other trade measures within the ¢« 
petence of the Organization 

2. Members shall not seek by exchange action to frustrate the purposes of the 
Organization and shall not seek by trade action to frustrate the purposes of the 
International Monetary Fund 

5. In order to avoid the imposition of trade restrictions and discriminations 
through exchange techniques and in order to avoid the danger of conflicting juris 
diction between the Organization and the International Monetary Fund in ex- 
change matters, Members of the Organization shall also undertake membership 
of the International Monetary Fund, Provided that any country which is not a 
member of the International Monetary Fund may become a Member of the Or- 
ganization if upon accepting this Charter it undertakes to enter, within a time 
to be determined by the Organization after consultation with the International 
Monetary Fund, into a special exchange agreement with the Organization which 
would become part of its obligation under this Charter, and Provided further that 
a member of the Organization which ceases to be a member of the International 
Monetary Fund shall forthwith enter into a special exchange agreement with the 
Organization which shall then become part of its obligations under this Charter. 

t. A Member which has made such an agreement undertakes to furnish the 
Organization with the information which it may require, within the general scope 
of Section 5 of Article VIII of the Articles of Agreement of the International 
Monetary Fund, in order to carry out its functions relating to such agreement. 
5. A special exchange agreement between a Member and the Organization 
under paragraph 3 of this Article must provide to the satisfaction of the Organi- 
zation, collaborating throughout with the International Monetary Fund, that the 
purposes common to the Organization and the Fund will not be frustrated as a 
result of action in exchange matters by the Member in question 

6. The Organization shall seek and accept the opinion of the International 
Monetary Fund as to whether action by the Member in exchange matters is per- 
missible under the terms of the special exchange agreement and shall act in 
collaboration with the International Monetary Fund on all questions which 
inay arise in the working of a special exchange agreement under this Article. 


on 


Section D. Subsidies 


ARTICLE 30-—GENERAL UNDERTAKING REGARDING SUBSIDIES ELIMINATION OF EXPORT 
SUBSIDIES EXCEPTIONS 


1. If any Member grants or maintains any subsidy, including any form of 
income or price support, which operates directly or indirectly to increase exports 
of any product from, or to reduce imports of any product into, its territory, the 
Member shall notify the Organization in writing as to the extent and nature of 
the subsidization, as to the estimated effect of the subsidization on the quantity 
of the affected product or products imported into or exported from the territory 
of the Member country and as to the conditions making the subsidization neces- 
sary. In any case in which it is determined that serious prejudice to the interest 








526 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


of any other Member is caused or threatened by any such subsidization, the 
Member granting the subsidization shall, upon request, discuss with the other 
Member or Members concerned, or with the Organization, the possibility of 
limiting the subsidization. 

2. (4) No Member shall grant, directly or indirectly, any subsidy on the 
exportation of any product, or establish or maintain any other system, which 
results in the sale of such product for export at a price lower than the comparable 
price charged for the like product to buyers in the domestic market, due allow- 
ance being made for differences in the conditions and terms of sale, for differ- 
ences in taxation, and for other differences affecting price comparability, Pro- 
vided that this shall not prevent any Member from exempting exported products 
trom duties or taxes imposed in respect of like products when consumed 
domestically, from remitting such duties or taxes which have accrued, or from 


using the proceeds of such duties or taxes to make payments to domestic 
producers ; 

(0b) Members shall give effect to the provisions of this paragraph at the 
earliest practicable date, but in any event not later than three years from 
day on which this Charter enters into force. If any Member considers itself 
unable to make the provisions of this paragraph effective in res 


the 
pect of any spec 
lied product or products upon the expiration of such period, such Member shall, 
at least three months before the 
ZATLOI 


expiration of such period, give to the Organi- 
1 notice in writing requesting a specific extension of the period and accom- 
panied by a complete analysis of the system in question and the facts justifying 
it. It shall then be determined whether the extension requested should be made. 
3. A system for the stabilization of the domestic price or of returns to domes- 
tice producers of a primary product, which results over a period in the sale 
of the product for export at a price lower than the comparable price charged 
for the like product to buyers in the domestic market, may be determined 


not to involve a subsidy on exportation under the terms of paragraph 2 of this 
Article if it has also resulted over a period in the sale of the product for export 


at a price higher than the comparable price charged for the like product to 
domestic buyers, and if the system is so operated, either because of the effective 
limitation of production or otherwise, as not to stimulate exports unduly or 
otherwise seriously prejudice the interest of other Members. 

4. (a) In any case of subsidization of a primary commodity, if a Member 
considers that its interests are seriously prejudiced by the subsidy or if the 
Member granting the subsidy considers itself unable to comply with the pro- 
visions of paragraph 2 of this Article within the time limit laid down therein, 
the difficulty may be determined to be a special difficulty of the kind referred 
to in Chapter VII, and in that event the procedure laid down in that Chapter 
shall be followed 

(b) If it is determined that the measures provided for in Chapter VII have 
not succeeded, or do not promise to succeed, within a reasonable period of 
time, in removing or preventing the development of a burdensome world surplus 
of the primary product concerned, the requirements of paragraph 2 of this Article 
shall cease to apply in respect of such product as from the effective date of 
such determination and shall not be re-applied in respect of such product until 
a date determined in accordance with procedures approved by the Organization. 

5. Notwithstanding the provisions of paragraph 2 and sub-paragraph 4 (b) 
of this Article, no Member shall grant any subsidy on the exportation of any 
product which has the effect of acquiring for that Member a share of world 
trade in that product in excess of the share which it had during a previous 
representative period, account being taken insofar as practicable of any special 
factors which may have affected or may be affecting the trade in that product. 
The selection of a representative period for any product and the appraisal of 
any special factors affecting the trade in the product shall be made initially by 
the Member granting the subsidy, Provided that such Member shall, upon the 
request of any other Member having an important interest in the trade in that 
product, or upon the request of the Organization, consult promptly with the other 
Member or with the Organization regarding the need for an adjustment of the 
base period selected or for the re-appraisal of the special factors involved. 

6. Any determination required by or appropriate to the operation of this Article 
shall be made under procedures established by the Organization in accordance 
with paragraph 4 of Article 66. 
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Section BE. State Trading 
ARTICLE 31—NON-DISCRIMINATORY ADMINISTRATION OF STATE TRADING ENTERPRISES 


1. If any Member establishes or maintains a state enterprise, wherever located, 
which imports, exports, purchases, sells, or distributes any product, or if any 
Member grants exclusive or special privileges, formally or in effect, to any enter- 
prise to import, export, purchase, sell, distribute or produce any product, the 
commerce of other Members shall be accorded treatment no less favourable than 
that accorded to the commerce of any country other than that in which the 
enterprise is located in respect of the purchase or sale by such enterprise of any 
product. To this end such enterprise shall, in making its external purchases or 
sales of any product, be influenced solely by commercial considerations, such as 
price, quality, marketability, transportation and other terms of purchase or sale, 
having due regard to any differential customs treatment maintained consistently 
with the other provisions of this Charter. 

2. The provisions of paragraph 1 of this Article relating to purchases of imports 
by state enterprises shall apply to purchases or imports of products for re-sale 





[or for use in the production of goods for sale | With respect to purchases or 
imports by state enterprises of products for governmental use and not for re-sale 
for for use in the production of goods for sale] Members shall accord to the 


commerce of the other Members fair and equitable treatment, having full regard 
to all relevant circumstances. 


3. This Article shall apply to any enterprise, organ or agency in which there 


is effective control by a Member government 


Alternative A 
or over whose trading operations a Member government exercises effective 
control by virtue of the special or exclusive privileges granted to the enterprise. 


Alternative B 


or over whose trading operations a government is, under the arrangements 
providing for the special or exclusive privileges granted to the enterprise, legally 
entitled to exercise effective control. 


ARTICLE 32 EXPANSION OF TRADE BY STATE MONOPOLIES OF INDIVIDUAL PRODUCTS 


1. If any Member, other than a Member subject to the provisions of Article 3: 
establishes, maintains or authorizes, formally or in fact, an effective monopo 
of the importation or exportation of any product, such Member shail, upon th 
request of any other Member or Members having an interest in trade with that 
Member in the product concerned, enter into negotiations with such Member or 
Members in the manner provided for in respect of tariffs under Article 24, witb 
regard to (a) in the case of an export monopoly, arrangements designed to limit 
or reduce the protection afforded through the operation of the monopoly to 
domestic users of the monopolized product or to assure exports of the monopolized 
product in adequate quantities at reasonable prices; or (b) in the case of an 
import monopoly, the maximum margin by which the price for an imported prod- 
uct charged by the monopoly in the home market may exceed the landed cost, 
before payment of any duty, of such product purchased by the monopoly from 
suppliers in the territories of Members, after due allowance for internal taxes, 
transportation, distribution and other expenses incident to purchase, sale or 
further processing, and for a reasonable margin of profit. For the purpose of 
applying this margin regard may be had to average landed costs and selling prices 
of the monopoly over recent periods. 

2. Any Member newly establishing any import monopoly in respect of any 
product shall not create a margin as defined in paragraph 1 (b) greater than that 
represented by the maximum rate of import duty which may have been nego- 
tiated in regard to that product pursuant to Article 24. 

3. With regard to any monopolized product in respect of which a maximum 
margin has been established pursuant to paragraph 1 (b) or paragraph 2 of 
this Article, the monopoly shall, as far as administratively practicable, and 
subject to the other provisions of this Charter, import [from Members] and offer 
for sale at prices charged within such maximum margin such quantities of the 
product as will be sufficient to satisfy the full domestic demand for the imported 
product, account being taken of any rationing to consumers of the imported 
and like domestic product which may be in force at that time. 
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4. In applying the provisions of this Article, due regard shall be had for the 
fact that some monopolies are established and operated mainly for revenue 
purposes. 


ARTICLE 5 EXPANSION OF TRADE BY COMPLETE STATE MONOPOLIES OF IMPORT TRADE 


[Any Member establishing or maintaining a complete or substantially complete 
monopoly of its import trade shall promote the expansion of its foreign trade 
with the other Members in consonance with the purposes of this Charter. To 
this end such Member shall negotiate with the other Members an arrangement 
under which, in conjunction with the granting of tariff concessions by such other 
Members, and in consideration of the other benefits of this Chapter, it shall 
undertake to import in the aggregate over a period products of the other Members 
valued at not less than an amount to be agreed upon. This purchase arrange- 
ment shall be subject to periodic adjustment. ] 


Section IF’. Emergency Provisions—Consultation 


ARTICLI i EMERGENOY ACTION ON IMPORTS OF PARTICULAR PRODUCTS 


1. If, as a result of unforeseen developments and of the effect of the obliga- 
tions incurred under or pursuant to this Chapter, any product is being imported 
into the territory of any Member in such increased quantities and under such 
conditions as to cause or threaten serious injury to domestic producers of like 
or directly competitive products (or, in the case of a product which is the subject 
of a concession with respect to a preference, is being imported under such condi- 
tions as to cause or threaten serious injury to producers in a territory which 
receives or received such preference), the Member shall be free to suspend the 
obligation in respect of such product in whole or in part, or to withdraw or 
modify the concession to the extent and for such time as may be necessary to 
prevent such injury. 

2. Before any Member shall take action pursuant to the provisions of paragraph 
1 of this Article, it shall give notice in writing to the Organization as far in 
advance as may be practicable and shall afford the Organization and those 
Members having a substantial interest as exporters of the product concerned, 
an opportunity to consult with it in respect of the proposed action. In eritieal 
and exceptional circumstances such action may be taken provisionally without 
prior consultation, Provided that consultation shall be effected immediately fol- 
lowing upon the taking of such action. 

3. If agreement among the interested Members with respect to the action is not 
reached, the Member which proposes to take or continue the action, shall, never- 
theless, be free to do so, and if such action is taken or continued the affected 
Members shall then be free, not later than sixty days after such action is taken, 
to suspend, upon the expiration of thirty days from the day on which written 
notice of such suspension is received by the Organization, the application to the 
trade of the Member taking such action, of such substantially equivalent obliga- 
tions or concessions under this Chapter the suspension of which the Organization 
does not disapprove. In cases of abuse the Organization may authorize an 
affected Member to suspend obligations or concessions in addition to those which 
may be substantially equivalent to the action originally taken. 


ARTICLE 35 CONSULTATION NULLIFICATION OR IMPAIRMENT 


1. Each Member shall accord sympathetic consideration to, and shall afford 
adequate opportunity for consultation regarding, such representations as may 
be made by any other Member with respect to the operation of customs regula- 
tions and formalities, anti-dumping and countervailing duties, quantitative and 
exchange regulations, subsidies, state-trading operations, sanitary laws and 
regulations for the protection of human, animal or plant life or health, and 
generally all matters affecting the operation of this Chapter; and shall, in the 
course of such consultation, provide the other Member with such information 


as will enable a full and fair appraisal of the situation which is the subject of 


such representations, 

2. If any Member should consider that any other Member is applying any 
measure, whether or not it conflicts with the terms of this Charter, or that any 
situation exists, which has the effect of nullifying or impairing any object of 
this Charter, the Member or Members concerned shall give sympathetic considera- 
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tion to such written representations or proposals as may be made with a view 
to effecting a satisfactory adjustment of the matter. If no such adjustment can 
be effected, the matter may be referred to the Organization, which shall, after 
investigation, and, if necessary after consultation with the Economic and Social 
Council of the United Nations and any appropriate intergovernmental organiza- 
tions, make appropriate recommendations to the Members concerned. The 
Organization, if it considers the case serious enough to justify such action, may 
authorize a Member or Members to suspend the application to any other 
Member or Members of such specified obligations or concessions under this Chap- 
ter as may be appropriate in the circumstances. If such obligations or con- 
cessions are in fact suspended, any affected Member shall then be free, not later 
than sixty days after such action is taken, to withdraw from the Organization 
upon the expiration of sixty days from the day on which written notice of such 


withdrawal is received by the Organization. 
Section G. Relations With Non-Members 


ARTICLE 36 CONTRACTUAL RELATIONS WITH NON-MEMBERS rREATMENT OF THE 
TRADE OF NON-MEMBERS 


Section H. General Exceptions 


ARTICLI 7 GENERAL EXCEPTIONS TO CHAPTER V 


Subject to the requirement that such measures are not applied in a manner 
which would constitute a means of arbitrary or unjustifiable discrimination be 
tween countries where the same conditions prevail, or disguised restriction on 
international trade, nothing in Chapter V shall be construed to prevent the 
adoption or enforcement by any Member of measures: 

(a) Necessary to protect public morals; 

(b) For the purpose of protecting human, animal or plant life or health, if 
corresponding domestic safeguards under similar conditions exist in the 
importing country ; 

(c) Relating to fissionable materials 

(d) Relating to the traffic in arms, ammunition and implements of war and to 
such traffic in other goods and materials as is carried on for the purpose of 
supplying a military establishment ; 

(e) In time of war or other emergency in international relations, relating 
to the protection of the essential security interests of a Member ; 

(f) Relating to the importation or exportation of gold or silver; 

(9g) Necessary to secure compliance with laws or regulations which are not 
inconsistent with the provisions of Chapter V, such as, those relating to customs 
enforcement, deceptive practices, and the protection of patents, trade marks and 
copyrights ; 

(h) Relating to the products of prison labour; 

(1) Imposed for the protection of national treasures of artistic, historie or 
archaeological value; 

(j) Relating to the conservation of exhaustible natural resources if such meas- 
ures are taken pursuant to international agreements or are made effective in 
conjunction with restrictions on domestic production or consumption; or 

(k) Undertaken in pursuance of obligations under the United Nations Charter 
for the maintenance or restoration of international peace and security. 


Section I. Territorial Application 


ARTICLE 38 rERRITORIAL APPLICATION OF CHAPTER \ FRONTIER TRAFFI¢ 
CUSTOMS UNIONS 


1. The provisions of Chapter V shall apply to the customs territories of the 
Members. If there are two or more customs territories under the jurisdiction of 
any Member, each such customs territory shall be considered as though it were a 
separate Member for the purpose of interpreting the provisions of Chapter V. 

2. The provisions of Chapter V shall not be construed to prevent : 

(a) Advantages accorded by any Member to adjacent countries in order to 
facilitate frontier traffic; or 

(b) The formation of a customs union, provided that the duties and other 
regulations of commerce imposed by any such union in respect of trade with 
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Memlers shall not on the whole be higher or more stringent than the average 
level of the duties and regulations of commerce applicable in the constituent 
territories prior to the formation of such union. 

8. Any Member proposing to enter into a customs union shall consult with the 
Organization and shall make available to it such information regarding the pro- 
posed union as will enable the Organization to make such reports and recommen- 
dations to Members as it may deem appropriate. 

4. The Members recognize that there may in exceptional circumstances be 
justification for new preferential arrangements requiring an exception to the 
provisions of Chapter V. Any such exception shall conform to the criteria and 
procedures which may be established by the Organization under paragraph 3 of 
Article 66. 

5. For the purpose of this Article a customs territory shall be understood 


to mean any territory within which separate tarifis or other regnuiations of 
commerce are maintained with respect to a substantial part of the trade of 
such territory. A customs union shall be understood to mean the substitution 


of a single customs territory for two or more customs territories, so that all 
tariffs and other restrictive regulations of commerce as between the territories 
of members of the union are substantially eliminated and substantially the 
same tariffs and other regulations of commerce are applied by each of the 
members of the union to the trade of territories not included in the union. 


Cuapter VI. Restricrive BUSINESS PRACTICES 
ARTICLE 39——POLICY TOWARDS RESTRICTIVE BUSINESS PRACTICES 


1. Members shall take appropriate measures, individually or through the 
Organization or in both ways, to prevent business practices affecting inter- 
national trade which restrains competition, limit access to markets or foster 
monopolistic control whenever such practices have harmful effects on the ex- 
pansion of production and trade and the maintenance in all countries of high 
levels of real income or impair any of the purposes of the Organization as set 
forth in Article 1. 

2. Without limiting the generality of paragraph 1 of this Article, the prac- 
tices listed in paragraph 8 below shall be subject to investigation in accordance 
with the procedure with respect to complaints provided by the relevant Articles 
of this Chapter, if the Organization considers them to have or to be about 
to have any of the harmful effects enumerated in paragraph 1 of this Article, 
whenever 

(a) They are engaged in or made effective by one or more public or private 
commercial enterprises or by a combination, agreement or other arrangement 
between commercial enterprises, whether between private commercial enter- 
prises, between public commercial enterprises, (i. e., trading agencies of govern- 
ments or enterprises in which there is effective public control), or between 
private and public commercial enterprises ; and 

(b) Such commercial enterprises, individually or collectively, possess effec- 
tive control of trade among a number of countries in one or more products. 

3. The practices referred to in paragraph 2 of this Article are as follows: 

(a) Fixing prices or terms of conditions to be observed in dealing with others 
in the purchase, sale or lease of any product; 

(b) Excluding enterprises from any territorial market or fleld of business 
activity, allocating or dividing any territorial market or field of business activity, 
allocating customers, or fixing sales or purchase quotas; 

(c) Discriminating against particular enterprises whether by boycott or 
otherwise ; 

(d) Limiting production or fixing production quotas; 

(ec) Suppressing the application or development of technology or invention, 
whether patented or unpatented ; 

(f) Extending the use of rights under patents, trade marks or copyrights to 
matters not properly within the scope of the authorized grant, or to products or 
conditions of production, use or sale which are not the immediate subjects of 
the authorized grant. 


ARTICLE 40—PROCEDURE WITH RESPECT TO COMPLAINTS AND CONFERENCES 


1. The Organization shall 
(a) arrange, if it considers such action to be justified, for particular Members 
to take part in a conference requested by any Member which considers that any 
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particular practices exist which have or are about to have the effect described in 
paragraph 1 of Article 39; 

(b) consider each written complaint submitted by any Member or submitted 
with the authorization of a Member by any affected person, organization or busi- 
ness entity within that Member’s jurisdiction, claiming that particular practices 
exist which have or are about to have the effect described in paragraph 1 of 
Article 39, and prescribe the minimum information to be included in such com- 
plaints; 

(c) consider and request each Member concerned to furnish such information 
as the Organization may deem necessary including, information or data from 
commercial enterprises within its jurisdiction, and then determine whether 
further investigation is justified ; 

(d) if it considers that further investigation is justified, notify all Members 
of each such complaint, request the complainant or any member to provide such 
information relevant to the complaint as the Organization may deem necessary 
and conduct or arrange for hearings provided that any Member and the parties 
alleged to have engaged in the practice shall have the opportunity to be heard at 
such hearings. 

(e) review all information available and determine whether the practices in 
question have or are about to have the effect described in paragraph 1 of 
Article 39. 

2. The Organization shall 

(a) report fully to all Members its determination and the reasons therefor; 
if it finds that the practices have had [or are about to have] the effect described 
in paragraph 1 of Article 39, it shall request each Member concerned to take 
every possible action to prevent the continuance or recurrence of the practices, 
and may recommend to the Members concerned remedial measures to be carried 
out in accordance with their respective laws and procedures ; 

(b) request all Members concerned to report fully the action they have taken 
to achieve these results; 

(c) prepare and publish, as soon as possible after enquiries have been pro- 
visionally or finally closed, reports on all complaints dealt with under paragraph 
1 (d) of this Article, showing fully its decisions, findings or other conclusions, 
the reasons therefor and any action which the Organization has recommended 
to the Members concerned; provided that 

(i) publication of such reports or any portion thereof may be withheld 
if it deems this course justified ; and 

(ii) the Organization shall not, if a Member so requests, disclose confi- 
dential information furnished by that Member which would materially 
damage the legitimate business interests of a commercial enterprise. 

(d) report to all Members and make public if it deems desirable, the action 
which has been taken by the Members concerned to realize the purposes de- 
scribed in paragraph 2 (a) of this Article. 


ARTICLE 41 STUDIES RELATING TO RESTRICTIVE BUSINESS PRACTICES 


1. The Organization may 

(a) conduct studies, either on its own initiative or at the request of any 
Member, or of the United Nations, or of any specialized agency brought into 
relationship with the United Naticns, relating to 

(i) types of restrictive business practices in international trade; 

(ii) conventions, laws, and procedures concerning for example incorpo- 
ration, company registration, investments, securities, prices, markets, fair 
trade practices, trademarks, copyrights, patents, and the exchange and 
development of technology, insofar as they are relevant to restrictive busi- 
ness practices ; 

(b) request information from Members in connection with such studies. 

2. The Organization may 

(a) make recommendations to Members concerning such conventions, laws, 
and procedures as are relevant to their obligations under this Chapter ; 

(b) arrange conferences for purposes of general consultation on any matters 
relating to restrictive business practices. 


ARTICLE 42——-OBLIGATION OF MEMBERS 


1. In order to implement the preceding Articles of this Chapter, each Member 
shall 
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(a) take all possible steps by legislation or otherwise to ensure that private 
and public commercial enterprises within its jurisdiction do not engage in prac 
tices which have the effect described in paragraph 1 of Article 39; 

(b) take fullest account of the Organization’s determinations, requests and 
recommendations made under paragraph 2 (@) of Article 40 and determine ap- 
propriate action in accordance with its system of law and economic organization 
to prevent within its jurisdiction the continuance or recurrence of any practices 
which the Organization find to have had [or to be about to have| the effect de- 
scribed in paragraph 1 of Article 39. 

2. Each Member shall 

(a) establish procedures to deal with complaints, conduct investigations, 
prepare information and reports requested by the Organization and generally 
assist in preventing practices which have the effect described in paragraph 1 of 
Article 39, these measures to be taken in accordance with the particular system 
of law and economic organization of the country concerned ; 

(>) conduct such investigations as may be necessary and practicable to secure 
information requested by the Organization or to prevent practices which have 
the effect described in paragraph 1 of Article 39 

(c) furnish to the Organization, as promptly as possible and to the fullest 
extent practicable, such information as is requested by the Organization under 
paragraphs 1 (¢), (d@) and 2 (b) of Article 40 and under paragraph 1 (a) of 
Article 41 provided that the Member 

(i) may withhold confidential information relating to its national security ; 
or 

(ii) on proper notification to the Organization, may withhold information 
which is not essential to the Organization in undertaking an adequate in- 
vestigation and which, if disclosed, would materially damage the legitimate 
business interests of a commercial enterprise. In notifying the Organization 
that it is withholding information pursuant to this clause, the Member 
shall indicate the general character of the information withheld; 

(d) report, as requested by the Organization under paragraph 2 (b) of Article 
40, the action taken, independently or in concert with other Members, to imple 
ment recommendations made by the Organization under paragraph 2 (a) of 
Article 40, and, in cases in which no action is taken, to explain to the Organiza 
tion the reasons therefor and discuss the matter further with the Organization 
if requested to do so; 

(e) take part in conferences upon the request of the Organization in aeccord- 
ance With paragraph 1 (a) of Article 40 and paragraph 2 (b) of Article 41 


ARTICLE 4 SUPPLEMENTARY ENFORCEMEN' ARRANGEMENTS 


1. Members may co-operate with each other in prohibitive, preventive or other 
measures for the purpose of making more effective any remedial order issued by 
a duly authorized agency of any Member in furtherance of the objectives of 
this Chapter. 

2. Members participating in or intending to participate in such co-operative 
action shall notify the Organization. 


ARTICLE 44——-CONTINUED EFFECTIVENESS OF DOMESTIC MEASURES AGAINST RESTRICTIVE 
BUSINESS PRACTICES 


Any act or omission to act on the part of the Organization shall not preclude 
any Member from enforcing any national statute or decree directed towards 
preventing monopoly or restraint of trade. 


ARTICLE 4 EXCEPTIONS TO THE PROVISIONS OF THIS CHAPTER 


1. The obligations in this Chapter shall not apply to 

(a) inter-governmental commodity arrangements meeting the requirements 
of Chapter VII; 

(b) the international arrangements excepted in Article 59. 

2. Notwithstanding the foregoing paragraph, the Organization may make rec- 
ommendations to Members and to appropriate inter-governmental organizations, 
concerning any features of the arrangements referred to in paragraph 1 (b) of 
this Article which may have the effect described in paragraph 1 of Article 3! 
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CHAPTER VII. INTER-GOVERNMENTAL COMMODITY ARRANGEMENTS 
Section A—TInter-Governmental Commodity Arrangements in General 


ARTICLE 46 DIFFICULTIES RELATING TO PRIMARY COMMODITIES 


The Members recognize that the relationship between production and con 
sumption of some primary commodities may present special difficulties rhese 
special difficulties are different in character from those which manufactured 
goods present generally. They arise out of such conditions as the disequilibrium 
between production and consumption, the accumulation of burdensome stocks 
and pronounced fluctuations in prices. They may have serious adverse effects 
on the interests of producers and consumers, as well as widespread repercussions 
jeopardizing general policies of economic expansion 


ARTICLE 47 OBJECTIVES OF INTER-GOVERN MENTAL COMMODITY ARRANGEMENTS 


Inter-governmental commodity arrangements may be employed to enable 
countries to overcome the special difficulties referred to in Article 46 without 
resorting to action inconsistent with the purposes of this Charter, by achieving 
the following objectives: 

(a) to prevent or alleviate the serious economic problems which may arise 
when production adjustments cannot be effected by the free play market forces 
as rapidly as the circumstances require ; 

(b) to provide, during the period which may be necessary, a framework for 
the consideration and development of measures which will have as their purpose 
economic adjustments designed to promote the expansion of consumption or a 
shift of resources and manpower out of over-expanded industries into new and 
productive occupations ; 

(c) to moderate pronounced fluctuations in the price of a primary commodity 
above and below the level which expresses the long term equilibrium between 
the forces of supply and demand [in order to achieve a reasonable degree of 
stability on the basis of remunerative prices to eflicient producers without 
unfairness to consumers] ; 

(d) to maintain and develop the natural resources of the world and protect 
them from unnecessary exhaustion; and 

(e) to provide for expansion in the production of a primary commodity which 
is in such short supply as seriously.to prejudice the interests of consumers, 


ARTICLE 48 SPECIAL COMMODITY STUDIES 


1. Any Member substantially interested in the production, consumption or 
trade of a particular primary commodity shall be entitled, if it considers that 
special difficulties exist or are expected to arise regarding the commodity, to ask 
that a study of that commodity be made. 

2. Unless it resolves that a prima facie case has not been established, the 
Organization shall promptly invite the Members substantially interested in the 
production and consumption of or trade in the commodity to appoint representa 
tives to a Study Group to make a study of the commodity. Non-Members having 
a similar interest may also be invited. 

3. The Study Group shall, in the light of an investigation of the root causes 
of the problem, promptly report its findings regarding the production, consump 
tion and trade situation of the commodity. If the Study Group finds that special 
difficulties exist or are expected to arise it shall make recommendations to the 
Organization as to how best to deal with such difficulties. The Organization 
shall transmit promptly to the Members any such findings and recommendations 


ARTICLE 49—COMMODITY CONFERENCES 


1. On the basis of the recommendations of the Study Group or on the basis 
of information about the root causes of the problems agreed to be adequate by 
the Members substantially interested in the production, consumption or trade 
ef a particular primary commodity, the Organization shall promptly at the 
reauest of a Member having a substantial interest, or may, on its own initiative, 
convene an inter-governmental conference for the purpose of discussing measures 
designed to meet the special difficulties which have been found to-exist or are 
expected to arise. 
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2. Any Member having a substantial interest in the production and consump 
tion of or trade in the commodity shall be entitled to participate in the Confer 
ence, and non-Members having a similar interest may be invited by the Organi 


zation to participate 
I 
ARTICLE 5 RELATIONS WITH INTER-GOVERN MENTAL ORGANIZATIONS 


Competent inter-governmental organizations, such as the Food and Agri- 
re Organization, shall be entitled: 
to submit to the Organization any relevant study of a primary commodity ; 
to ask that a study of a primary commodity be made. 
The Organization may request any inter-governmental organization which it 
» competent, to alte nd or take part in the work of a Study Group or 


Conterenct 


GENERAL PRINCIPLES OF INTER-GOVERNMENTAL COMMODITY 
ARRANGEMENTS 


Members undertake to adhere to the following principles governing the op- 
eration of all types of inter-governmental commodity arrangements: 

(a) such arrangements shall be open initially to participation by any Member 
on terms no less favourable than those accorded to any other country and 
thereafter upon such terms us may be approved by the Organization ; 

) non-Members may be invited by the Organization to participate in such 
arrangements and the provisions of sub-paragraph (a) of this Article applying 
to Members shall apply to any non-Member so invited; 

(c) under such arrangements participating countries shall arrange for equita- 
ble treatment as between non-participating Members and participating countries 
affording advantages commensurate with obligations accepted by non-partici- 
pating Members ; 

(d) participating countries shall, in matters the subject of such arrange 
ments, afford non-participating Members treatment no less favourable than that 
accorded to any non-Member which does not participate in the arrangement; 

(e) such arrangements shall include provision for adequate participation of 
countries substantially interested in the importation or consumption of the 
commodity as well as those substantially interested in its exportation or 
production ; 

(f) such arrangements shall provide, where practicable, for measures designed 
to expand world consumption of the commodity ; 

(g) full publicity shall be given to any inter-governmental commodity ar- 
rangement proposed or concluded, to the statements of considerations and ob- 
jectives advanced by the proposing Members, to the nature and development of 
measures adopted to correct the underlying situation which gave rise to the 
arrangement and, periodically, to the operation of the arrangement. 


Section B—Inter-governmental Commodity Arrangements Involving the 
Regulation of Production, Trade or Prices 


ARTICLE 52-—-CIRCUMSTANCES GOVERNING THE USE OF REGULATORY AGREEMENTS 


Members agree that regulatory agreements may be employed only when it is 
determined that: 

(a) a burdensome surplus of a primary commodity has developed or is expected 
to develop, which would cause serious hardship to producers, among whom are 
small producers who account for a substantial portion of the total output, and 
these conditions cannot be corrected by normal market forces alone, in time to 
prevent such hardship, because characteristically, in the case of the primary 
commodity concerned, a substantial reduction in price does not readily lead to 
a significant increase in consumption nor to a significant decrease in production ; 
or 

(b) widespread unemployment or underemployment in connection with a 
primary commodity, arising out of difficulties of the kind referred to in Article 
46, has developed or is expected to develop, which would not be corrected by 
normal market forces alone in time to prevent widespread and undue hardship 
to workers, because characteristically, in the case of the industry concerned, a 
substantial reduction in price dees not readily lead to a significant increase in 
consumption but to the reduction of employment and because areas in whieh the 
commodity is produced in substantial quantity do not afford alternative employ- 
ment opportunities for the workers involved; or 
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(c) the Organization finds that, for a commodity other than a primary com- 
modity, in addition to the circumstances set forth in either (a) or (b) above, 
exceptional circumstances justify such action. Agreements under this sub- 
paragraph shall be governed not only by the principles set forth in this Chapter 
but also by any other requirements which the Organization may establish. 


ARTICLE 53 ADDITIONAL PRINCIPLES GOVERNING REGI ATORY AGREEMENTS 


Members undertake to adhere to the following principles governing reguiatory 
agreements in addition to those stated in Article 51: 

(a) Members agree not to enter into any new regulatory agreements unless 
it has been recommended by a conference called in accordance with Article 49. 
Nevertheless, Members substantially interested in the produc h and consump 
tion of, or trade in, a particular commodity may proceed b ire< tiation 
to the conclusion of an agreement, provided that it conforius to the other pro 
visions of this Chapter, if there has been unreasonable delay in the proceedings 
of the Study Group or of the Commodity Conference ; 

(b) such agreements shall be designed to assure the availability of supplies 
adequate at all times for world demand at reasonable [and stable] prices 
[remunerative to eilicient producers] ; 

(c) under such agreements participating countries which are largely depend 
ent for consumption on imports of the commodity involved shall, in determina 
tions made relating to substantive matters, have together a voice equal to that of 
those countries largely interested in obtaining export markets for the com 
modity, provided that any country which is largely interested in the commodity 
but which does ont fall precisely under either of the above categories, shall, ac 
cording to its interests in the circumstances, have an appropriate voice within 
one or the other category without altering the equality between the two; 

(d) such agreements shall, with due regard to the need during a period of 
change for preventing serious economic and social dislocation and to the position 
of producing areas Which may be suffering from abnormal and temporary disabil 
ities, make appropriate provision to afford increasing opportuinties for satisfying 
world requirements from sources from which such requirements can be sup 
plied in the most effective and economic manner ; 

(e) participating countries shall formulate and adopt a programme of eco- 
nomic adjustment believed to be adequate to ensure substantial progress toward 
solution of the problem within the time limits of the agreement. 


ARTICLE 54-——ADMINISTRATION OF REGULATORY AGREEMENTS 


1. Each regulatory agreement shall provide for the establishment of a govern- 
ing body, herein referred to as a Commodity Council 

2. Each of the countries participating in an agreement shall be -entitled to 
have one representative on the Commodity Council. These representatives 
alone shall have the right to vote. Their voting shall be determined in such a 
Way as to conform with the provisions of sub-paragraph (c) of Article 53. 

3. The Organization shall be entitled to appoint a non-voting representative to 
each Commodity Council and may invite any competent inter-governmental or- 
ganization to nominate a non-voting representative for appointment to a Com- 
modity Council. 

4. Each Commodity Council shall have a non-voting chairman who, if the 
Council so requests, shall be nominated by the Organization. 

5. The Secretariat of each Commodity Council shall be appointed by the Coun- 
cil after consultation with the Organization. 

6. Each Commodity Council shall adopt appropriate rules of procedure and reg: 
ulations regarding its activties. provided that they are not found by the Or- 
ganization to be inconsistent with the principles and provsions of this Charter. 

7. Each Commodity Council shall make periodic reports to the Organization 
on the operation of the agreement which it administers. In addition, it shall 
make such special reports as the Organization may specify or as the Council 
itself considers to be of value to the Organization. 

8. The expenses of a Commodity Council shall be borne by the participating 
countries. 


ARTICLE 55-——PROVISION FOR INITIAL TERMS, REVIEW AND RENEWAL OF REGULATORY 
AGREEMENTS 


No regulatory agreement shall remain in force for more than five years, unless 
renewed, and no renewal shall be for a longer period than five years. Renewal 
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i agreements shall be subject to the procedures established 
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ARTICLE e GENERAL UNDERTAKING BY MEMBERS 


Members, including Members not parties to a particular commodity arrange 
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ment, shall give the most favourable possible consideration to any recommenda 
tion by a Commodity Council for expanding consumption of the commodity in 
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\RTICLA f EXCEPTIONS TO PROVISIONS RELATING TO INTERGOVERN MENTAL COM MODITY 
ARRANGEMENTS 


Che provisions of Chapter VIJ shall not apply: 

(a) to inter-governmental commodity arrangements which relate solely to the 
equitable distribution of commodities in short supply, or to those provisions of 
itergovernmental commodity arrangements which appropriately relate to the 
protection of public morals or the protection of human, animal or plant life or 
health; provided, that such arrangements are not used to accomplish results 
neo! tent with the objectives of Chapter VI or Chapter VII. Members shall not 
participate in such arrangements if they involve the regulation of production, 
trade or prices, unless authorized or provided for by a multilateral convention 
subscribed to by a majority of the countries affected or unless operated under 
the Organization 

(b) to internaitonal fisheries or wildlife conservation agreements with the 
sole objective of conserving and developing these resources or to agreements 
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ARTICLE 60 DEFINITIONS 
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n substantial volume in a ! 

uch a product on which minor proces 
export. The term may also cover 
primary commodity as defined abo 
primary or nonprimary) which are 
n the group that they can convenie 

2. For the purposes of this Chapter 
be taken to mean a Member or non-Member 
territories If a Member or non-Membetr 
group, of which one or more un 
modity and one or more in the in 
epresentation for all the a 
representation for the territ 
representation for the territo 

5. A regulatory agreement 
involving regulation of 1 
regulation of prices. 


CHAPTER VIII. OrGaA 
Section A Functions and Structure the Organization 
ARTICLE ¢f 


In addition to the functions provided for elsewhe in this Che * the Organi 
zation shall have the following function 

(a) to collect, analyze and publish tion relatin nterna 
trade, including information relating to commercial policy, business prac 
commodity problems and industrial and general ecor evelopment ; 

(b) to facilitate consultation among Members on all uestions relating to 
the provisions ef this Charter and to provide for : ttlement of disputes 
erowing out of the provisions of the Charter: 

(ec) to make recommendations for, and promote international agreement on 
measures designed to improve the basis of trade and to a ire just and equitable 
treatment for the enterprises, skills, capital, arts and technology brought from 
one country to another, including agreement on the treatment of foreizn 
nationals and enterprises, on the treatment of com: ial travellers, of com 
mercial arbitration and on the avoidance of double t 

(d) generally to consult with and make recommendati and, as necessar 
furnish advice and assistance to Members regarding natt ‘elating to the 
purposes or the operation of this Charter, und to form an ther function 
appropriate to the purposes and provisions of this ¢ 

(e) to co-operate with the United Nations and ther inter-governmental 
organizations for the purpose of furthering the attainment, with an economy 
of effort, of the economic and social objectives of , lited Nations and the 
restoration and maintenance of international peace and security. 


ARTICLE 62-——STRUCTURI 


The Organization shall have as its principal organs a Conference, an Executive 
tjoard, Commissions as established under Article 72, and a Secretariat 


Section B The Conference 


ARTICLE 63 MEMBERSHIP 


1. The Conference shall consist of the representatives of the Members of 
Organization. 
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ARTICLE , HE DIRECTOR-GENERAI 


1. The Director-General shall be appointed by the Conference upon the recom 


mendation of the Exeentive Board The power! dutis terms and conditions 
of office of the Director-General shall be in acordance with regulatior ipproved 
by the Conference. He shall be the chief administrative officer of the Organiza 
tion, and shall be subject to the general supervision of the Executive Board 

2. The Director-General or h representative shall be entitled to participate, 
without the right LO ote in a meetings of the Confers ce, of the Executive 


Board, of the Commission and of the committees of the Organizatior rhe 
Director-General may initiate proposals xr the considerat 





of the Organization He shall pre nt through the Execu f innual 
report to the ¢ fere e on t k of the Org / n i n Col 
sultation with the Executi Board prepare tl f the Orgar tion 
f ibmisio » the Confers f 

oI MPTLOYM 0 I 


1, The Director-Gener shall appoir he staff of the Secretariat and fix its 


duties and terms and mdition of e ( in iccordance with regulations 
approved by the Conference The para u nsideration in the employment 
of the staff and in the determination of it nditior of s¢ ice Shall be the 
necessity of securing the highest standards of efficie npetence and integrity, 
due regard being paid to the import ¢ f rec tment on le a geographical 
basis as possible 

2. The condition f service wh as the pr r governing qnalification 

F tenure and retirement of member f the ecretariat shall be fixed, so 





“At i pr veri nile n contormit vitt he -_ eT of the Secretariat of 


he United Nations and of other specified agencies. 








Section G VU meous Provisions 
\ I re oO 

l the Orga Zatior he gt t | té Na r 
as soon pr ble me Dp TA ‘ | \ ‘ 
De irte f e Ur d I { he effected 
thre e¢ ent tl [ ] \ 623 of the Ch er of 
the United N } cree I Dire (;enera 
and approved the Cor ( he f f ‘ 

‘ tion between fl 0 ‘ : 
poses, and at the ime ¢ en LA nee f e © r 
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the prov ft ( ‘ provide ich 
adjustmer I VM ‘ 

2. Lhe Organiz ' ' 
izations having re ed f \ ‘ f ' ! 
witl ich organiz le e | 1 Kff ng 
rela nsl 7 ' 
( I en ire ) ‘ ‘ 

f hed D> ( { 

» II Org Z f nd 
co-opera n with! e] y ! 
its competen indi ite f n pe 

1. Whenever the ¢ re f the Org l peten ties 
of any other internati g Zati hose | es and fu 
the competence of the Organization, deem lesit é e i f f 
resoul and functions to the Organiz ' porate it 0 
ization or to brin e supervi I f Orga ! 
the Director-General f o the ppr f ( f 
into mutually acceptable ra . ! f 7 The Org 
acquire such resources and ime ich fur 1 t t e 
such control over, ich other ganizatior is I ! | le I n 
tion or agreement appropriate ft he purpose r} Met 
to their respective n tution requiremen f h [ Con 
ference may determine itegrate ich ‘ 
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concerning the interpretation of this Charte 


hall be referred to the Exeentive Board for a 


Board may decide either to give a ruling on 

with the consent of the parties, to arbitration 
rreed by the partie Any ruling of the Executive 

f any Member directly affected or, if the m 

the request of “any Member he eferred to the 


ing out of a ruling of the Conference with respect 
iwraphs (ec). (d). (e), or (k) of Article 87 or of 
| by any party to the dispute to the 


he submitted 
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%. This Charter may be terminated at any time by agreement of three- 
fourths of the Member 


COMMENTS 
Paragraph 1 (b) 
A number of delegates favoured the term “stable” instead of ‘ steadily rising”. 


CuaPrer III 


GENERAL COMMENTS 


It was felt that Article 5 of the Charter drafted at the First Session, referring 
to the development of national resources and productivity, ought more logically 
to appear in Chapter IV “Economic Development”. Article 5 was, therefore, 
removed from Chapter III and inserted in Chapter IV as Article 10. With a 
view to expressing more adequately the sense of Chapter III, the title was 
amended to read “Employment, Effective Demand and Economic Activity”. 


Article 3 
SPECIFIC COMMENTS 


As it was felt that the title of Article 3 was too narrow in relation to the con 
tents of this Article, it was amended to read “Importance of employment in re- 
lation to the purposes of this charter”. 


Paragraph 1 

(i) The importance of the achievement and maintenance of useful employment 
opportunities for those able and willing to work and of a high and steadily ris 
ing demand for goods and services was further stressed by adding the phrase 
“for the well-being of other countries” after the words “expansion of interna 
tional trade” 

(ii) It was felt that the last sentence of paragraph 1 as drafted at the first 
session was intended to set forth an undertaking, whereas article 3 otherwise 
merely contained a recognition of principles. The sentence in question was, 
therefore, deleted from article 3 and inserted in article 4 as paragraph 2. 


Article 4 


BPECIFIC COMMENTS 


As explained above the last sentence of paragraph 1 of Article 3 of the former 
text was incorporated as paragraph 2 of Article 4. In addition to some minor 
drafting changes in this Article, the words “other countries” in paragraph 2 were 
replaced by “other Members” 


Article 5 


SPECIFIC COMMENTS 


(i) It was suggested that a reference to the International Labour Organiza 
tion, whose functions include the problem of maintaining fair labour standards, 
should be inserted in this article. However, on the understanding that the main 
work in this field should be carried out by the International Labour Organization 
and that, most members being also members of that Organization, they would 
normally co-operate closely with it in giving effect to the undertaking set forth 
in Article 5, it was agreed that such a reference was superfluous 

(ii) One delegate reserved his position with regard to this article. 


Article 7 


SPECIFIC COMMENTS 


One delegate, considering a serious decline in effective demand as having ef 
fects in all respects comparable to those of a crisis of overproduction, was of 
the opinion that Article 7 should establish a procedure similar to that laid down 
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in Chapter VII with a view to meeting crises of overproduction in certain com 
modities 


Article 9 


SPECIFIC COMMENTS 


The word “ultimately” wa nserted before “to economic tabilitv”’ with a 
view to avoiding the misleading impression that widespread industrial develop 
ment in less developed countrie uld lead more or le automatically to 
enhanced economik tability Th addition stre ¢ the time factor by pointing 


out that the desired degree of stability can only be attained through a combina- 
tion of development and general readjustment measures 


Article 10 
SPECIFIC COMMENTS 
(a) This Article was transferred from Chapter III, as explained in the 


General Comments on that Chapter 
b) The words “human and material” were inserted before “resources” so 


to stress that the productive use of the world resources covers material 
suurces of wealth derived both from nature and production on the one hand and 
resources of manpower and human skills on the othe 
Article 11 


GENERAL COMMENTS 


Paragraph 1 as drafted at the First Session has been deleted and its substance 
transferred to the new Article 10. 


SPECIFIC COMMENTS 


(a) The words “on terms to be agreed” were added so as to meet the question 
of the payment for assistance received 

(b) The possible sources of such assistance were broadened by stating that 
the Organization might “arrange for the provision of such assistance’, thus 
leaving the way open for Members to avail themselves of other means of inter 
national co-operation in this field. 

(c) The first sentence of this paragraph had been placed between brackets 
at the First Session pending the consideration by the Economic and Social 
Council of a specific request made by the Preparatory Committee in respect of 
the international allocation of functions related to economic development This 
request was considered by the Economic and Employment Commission of the 
Council at its First Session from 20 January to 5 February 1947. In its report 
to the Economie and Social Council the Commission recommended that it was 
premature to attempt, at least at this stage, to make a rigid division of functions 
not yet allocated in the field of economic development The Commission did 
not see any reason at present to suggest that paragraph 3 of Article 11 of the 
Charter drafted at the First Session should be omitted, provided that careful 
consideration were given by the Conference on Trade and Employment to the 
final formulation in the light of the 
ization, bearing in mind the responsibilities of existing specialized agencies and 
the terms of reference established by the Council for the Sub-Commission on 
Economic Development It was decided by the Drafting Committee that the first 
sentence of this paragraph should remain between square brackets pending con 
sideration of the question by the Economie and Social Council at its Fourth 
Session. It was suggested that all members of the Drafting Committee should 
keep in touch with their Governments regarding the continued work of the 
Economie and Employment Commission and its sub-commissions and the Secre 
tariat was requested to follow these developments and to report to the Second 
Session accordingly 

(d) A new sentence which was incorporated to the effect that the Organiza 
tion may, on its own initiative, consult with and n 
Members and appropriate inter-governmental or 
transfer from Article 61 (3) (d) as drafted at the Firs 


agreed purposes and functions of the Organ 








ike recommendations te. 








izations, represents a 
Session 
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I felt th the additi« f the rds “any ch” before “fac t for the 
econ developmen did me mipose any limit on the ue to the faci ‘ 
mentioned in the f entence 
Paragraph 3 
It , iggested tl he folle in ext hich was proposed by some delegate 
, ilter e il espe of Chapter VI ght be nsidered a in alte itive 
he beg I f } nh 
Ar Vie bye ! n bel or on bel i i I iffected b ne 
‘ tl 
\ refers e ft he applic n of article 35 N ification and Impairimn 
uN ,\dded 
irticle ] 
Ik I COM MI 
j 
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One ce y f eptin principle paragraph 2, was not in full 
igre el i e provision as it stood He wished to reserve the right to 
he Second S nor atthe World Trade Conference 
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One dele: suggesiet i ce i l y 
indicated phe Ce l e Slae nh eve [ . sug lions W Oo 
deta di I S10 I paras O : ves ns = 
the i I it ina A = ere \ I A} _ ol 





The Cor ittee di ( I 2 ) 2 Ay i 
the Lor l ts thi l i I me Ses 
sion Alter! \ : { Ss s Dr e's 


I 
D oni 
Pr wraph (Cc) 
() dele v ew 
tl} SES j ‘ es 
( ‘ ri 














s] ling | gra S sb ( g W Vel 
os M ‘ Che | f n W the 
i < Dp! eptable é f mbers o e ( es 
hy - i he a I l T ' ad 
sha 
i delegate rese ‘ os g } 3 u 
be deleted 
Paragra 6 
I ier t ( sed | 
deleg Ss, 1 I i : 
exacting by add : 
Al d by subs i i ( 
false marks hav ‘ 
(6b) The que n I sed | eg S 
coul tf ‘ nré i i I 4 I ~ i ‘ ~ ‘ 
as being | a I que nsid l i 
primari b rit ords ect I rag! ph Y - 
(c) One deleg server I n ( s iragrap 
Paragraph 7 
Cel i y : g 7 s 2g I é l 
col a { \ ia g 7 
te 
M ers ag yg : zeograpl regio 
m . a I { £ nd l 
Members S r S | 
‘ oO} I I Ss reogra] y ks of n i 
i aed s I é Ke T duets 
| t s purpos rans t e Org tion a ist fs 
rnhsS ane de na es = pl ected ymesti egis I ind 
} for whicl s = f f I I til intries i nde 
t further { rt in a nf he Orga : 
secure eft ¢ I r! ona te ) marks of 
ite reserved his pos n since he nsid hat furt 7 
~ \ v + t \ nn a ad 
e reserved his right to present a new tex f this paragraph a 
the Second Session. 
Article 21 
SI IFIC COMMENTS 
Paragraph 1 
The Committee felt that it might be useful if the ra Committee were 
to suggest the absorption by the Organization of « n ¢€ ng internationa 














() deleg ec that hou de t sentence ar 
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One delegate re rved position 
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SPECIFI COMMENTS 
Cert delegates objected to the words “which restricts the expat 
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irticle 29 





I ‘ {} 
Paragraph 8 

This paragraph was redrafted so as to permit a count not being a4 member 
of the International Monetar I d to become a Member o he Organi ion if 

undertakes to enter I i time t be deter! DV the ¢ gauniza ) ite! 

iltation with the Fund, into a special exchange agree t 
Paragraph \ 

l order of iragrap fand 5 reverset 

qgested neu irticle 

One delegate proposed that a ne Arti he erted after Article 29, rea 

g follow 

1. Any Member cou recognized y under-deve d 
( I I ha he ¢ ‘ { cl l a | ible cond 
f ts ind ri I ‘ ‘ Ol ‘ 
quant 0 ilu f mere! lise | » be ported or exported 
2 Any VIember cou hic) ( a ae i nece I 
facilitate nau aeve | ent f ! ) main 1 
ntitat ( restric I ) ( t il ph | I Li 
Article unt I | he ized 
>». Al Me b cou k ‘ ‘ f Articl 
conform to the following na 
Quantita e 1 I I I ntained sl l 
hye pplied n the basis « ( ( | I 
or export to al Mer er ¢ 
(b) Such quantitat I j ( l be peri id ‘ t< ‘ 
he inging lire n f ! f nd | 
ely relaxed with the i nd levelopme 
The vate in question « | i G I t far from intending 
e any harm to othe our f lt ‘ t of any complaint beir 
h Member ffected, cor nh Organization cou 
Artich 
P yraph I 
i gorosts R he | ( ig 16. Sect n D 1 

| the Comrmni f ered the init I iS p f n 

iphs 2 and 4 of \ cle he wer ind erfluous al iccord 

p deleted 

) Certain other chang hiefly of fori itu vere ide in the first 

entence It will be observed that the pro ic } entence as no fted 

plies to cases in which the subsidy operate dire yr indirect to increase 
f cports o! reduce imports of ins product and can rye ntery reted is De yg 
confined to subsidies operating directly to affect trade in the product under « 
ideration. Similarly, in the same sentence the word nticipated effect’ were 
( inged to “estimated eff t’’ in order to remove the y ble mpre n that ‘ 
effect of a subsidy on trade could be accurate pre cted 
Paragraph 2 

a) The initial words of paragraph 2, referring to paragraph 4 re deleted 
as superfluous, and the paragraph was divided into two subparagraphs 
and (bh). 

(b) The concluding words of subparagraph (a) were modified for greater 
clarity. The deletion of the words “would be considered as a case under para 
graph 1” was designed in part to render it clear that while paragraph 2 ¢ 
export subsidies, it is not an alternative to pa graph 1. which covers subsidise 
of all kinds, whether domestic subsidies or export subsidies, if they affect expo 
or imports 

(¢) At the First Session one delegate had made a reser ion (ef. p 16 
Section D, 1 (d) (ix) of the Report) with a vis to modifying paragraph 2 s« 
that subsidies to promote exports of “spe il commodities would be permitted 

j in certain countries until they had attained equilibriu n their balance of pa 
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it The same delegate the Committee expressed his willingness to with 
raw the rese ition if itisfied that the subsidies in question were permissible 
ler other ro sions of the Charter 
d) One delegate wished to have it recorded that in his view paragraph 2 
should not be Interpreted so as to prevent count! s far removed from we d 
market to sell their products at current world market prices even though the 
nay be lower than the prices charged in the domestic market, such action ot 
eing the 1 of a dire r indirect subsid or f the establishment of y 
} VSte] 
> graph 3 
\ First Sess (page 16, Se D1 (d f the Report ¢« t 
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COMM s 
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} One delegate objected to the inclusion of these words 
(@) Che w Is and exercise effective control over the tradin operations of 
uch enterprise” entered in square brackets in the same sentence were deleted in 
nnection with an an ! nt to paragraph 3 
( Fina he entence in the text adopted at the First Session (stating 
the obligation of Members 1 ntal g State enterprises or granting exclusive 
rr sp il privilege to enter] es to supply information in connection with 
e on) is deleted as a ilt of the insertion of a similar pro ion in 
par raph 1 of Article 35 
f It was agreed that the charging by a state enterprise of different prices 
for its sales of a product in different markets, domestic or foreign, is not pre- 


cluded by the provisions of Article 31, provided that such different prices are 
t conditions of supply and demand in 


charged for e reasons, to meet 


export markets. 


nmerel 


Paragraph 2 


(a) The words “or for use in the production of goods for sale” were added 
graph as well as in paragraph 5 of Article 15, 





in square brackets in this par: 


for consideration at a later stage 
(6b) Three delegates reserved their position with regard to the insertion of 
these words 
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Paragraph 8 
(a) The text contains two alternatives presented f co deration at the Sec 
nd Session 
(o>) Three delegate reserved the positior ‘ +t ev preferred the 
ext idopted it the First Session wo of then i that, af they would have 
» choose between the two ; ernatiy how recon ended, the would preter 
\ rnative A 
irticl , 
LOLF It if ~ 
Paragraph 1 
lhe Committee felt that the technique of negotiati price margins might not 
he practicable in the case of Xport onopolie an it it ould thus be pre 
erable to set forth in the Charter a general principle, the detailed implement 
tion of which would be left to the negotiatin partie 
rragraph 
a) The Committee noted that he ol f I nopoly to import 
fy uct wint ies f ‘ 
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Che words “is being imported der such conditions as to cause or threa 
sious injury’ were added to ords enclosed in | cet th 

lember shall be free t l d the obligatio 1 res t of such products in 
vhole or in part, or to withdraw the concessior ( titut I the M 
ber shall be free to withdraw the concession, or suspend the ¢« tion, in re 
of such product, in whole or in part, or to modify the « ession.” 
Paragraph 2 

a) It was decided to divide paras is adopted at ( t Se n 

Wo paragraphs, the second of which (now paragrapl refers to the 

rising in cases when the stipulated consultation d lead to agreeme 
mong the Members concerned 

(b) Three delegates maintained the view their delegations had expressed at 

First Session that it was undesirable to permit action under Arti 4 h 

ut prior consultation even in emergency reul tal $ (ne delegate 
maintained that if action without prior consultation yw permitted to a Membet 
immediate counteraction by other fected Membe oul so be permitt 
Paragraph J 

The Committee considered it desirable that the retaliatory action permissible 
under this paragraph should not be unnecessarily delayed. Accordingly, it sug 
vests the shortening from sixty 





xty to thirty days of the period to be observed from 
the date on which written notice of the suspension of obligations or concessions 
is received by the Organization 
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Article 35 


SPECIFIC COMMENTS 
Paragraph 1 
(a) The examples of matters that may be subject to representations, enum 
erated in the first part of this paragraph, were added to by inclusion of the 
words “anti-dumping and countervailing duties” and “subsidies”. 
(b) One delegate reserved his position for the time being regarding the iIn- 





sertion of “anti-dumping and countervailing duties” 


(c) A number of delegates suggested insertion of the words “without prejudic- 
ing the legitimate business interests of particular private or state trading enter- 
prises,” after “such information as will’. One delegate was strongly in favour 


of the inclusion of these words which, he considered, expressed the intentions of 
the First Session (cf. page 17, Section E, 1 (iv) of the Report). 

(d) One delegate, supporting the remarks made by the last-mentioned dele 
gate, declared that if the reference to the legitimate business interests of public 
and private enterprises were not included, he preferred restoration of the text 
of the First Session (deleting the words from “and shall, in the course,” et 


c.), 
Article 86 


SPECIFIC COMMENTS 


At its First Session, the Preparatory Committee decided to leave Article 36 
for consideration at a later stage. The Drafting Committee did not discuss this 
Article 

The text of this Article, as given in the United States Draft Charter, is 
reproduced below for reference 

“1. No Member shall seek exclusive or preferential advantages for its 
trade in the territory of any non-Member which would result, directly or 
indirectly, in discrimination in that territory against the trade of any other 
Member. 

“2. No Member shall be a party to any agreement or other arrangement 
with any non-Member under which such non-Member shall be contractually 
entitled to any of the benefits of this Charter 

“3. With regard to countries which, although eligible for membership, 
have not become Members or have with-drawn from the Organization, no 
Member shall, except with the concurrence of the Organization, apply to the 
trade of such countries the tariff reductions effected by such Member pur- 
suant to Article 18. This paragraph shall become effective upon the expira- 
tion of one year from the date on which the Organization is established: 
Provided, That this period may be extended by the Organization for further 
periods not to exceed six months each. 

“4. Members undertake to review any international obligations they may 
have which would prevent them from giving full effect to paragraphs 1 and 2 
of this Article and, if necessary for that purpose, to terminate such obliga- 
tions either by agreement or in accordance with their terms.” 


Article 37 
GENERAL COMMENTS 


(a) Article 82 of the United States Draft Charter (corresponding to Article 
37) contains the following item: 

“(1) imposed in accordance with a determination or recommendation of 
the Organization formulated under paragraphs 2, 6 or 7 of Article 55” (the 
present Article 66). 

The Committee considered that the articles referred to in Article 66 covered 
adequately the exception considered under the item quoted above and hence was 
of the opinion that this item should not be included in Article 37. One delegate, 
however, felt that deletion of this item would involve that the determination and 
recommendations under paragraphs 6 and 7 of Article 66 would still have to 
conform to the provisions of Chapter V, unless they were waived by a two-third 
majority under the provisions of paragraph 2 of Article 66. The proposed change 
would thus in his opinion involve a material deviation from the general opinion 
at the First Session and from the original text. 
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(b) One delegate suggested that Article 37 should contain a provision per- 
mitting a Member to prohibit the importation of any commodity, the production 
of which is prohibited domestically. 

(c) As it seemed to be generally agreed that electric power should not be 
classified as a commodity, two delegates did not find it necessary to reserve the 
right for their countries to prokibit the export of electric power 

(d) One delegate maintained a suggestion by his delegation at the First 
Session to the effect that a paragraph should be added to permit) measures 
“temporarily imposed to prevent, arrest or relieve conditions of social disturb 
ance, natural calamity or other national emergencies, provided that such meas- 
res are withdrawn as soon as the said conditions cease to exist” It was 
suggested that paragraph 2 (b) of Article 25 covers this point to a certain extent. 

(e) One delegate suggested that a Member should be allowed temporarily to 
discriminate against the trade of another Member when this is the only effective 
measure open to it to retaliate against any discrimination practiced by that 
Member in matters outside the purview of the Organization, pending a settlement 
of the issue through the United Nations (cf. the reservation by the same 


delegate regarding Article 23—Boycotts). 


SPECIFIC COMMENT 


ib-paragraphs (a) and (b) 


One delegate pointed out that his count: F I frictions on the importation, 
production and sale of alcoholic beverages had a its chief object the pro 
motion of temperance He therefore considered that the taxation and the price 


policy of its state liquor and wine monopoly was covered by these sub-paragraphs., 
Sub-paragraph (b) 

Six delegates preferred the following wordi necessary to protect human, 
animal or plant life or health.’ 
Sub-paragraph (c) 

One delegate reserved his position on item (c). 


Sub-paragraph (f) 


One delegate raised the question whether this sub-paragraph should refer 
to silver which is an ordinary commodity in world trade 


Sub-paragraph (7) 

(a) One delegate maintained the suggestion made by his delegation at the 
First Session that the words following upon “natural resources” should be 
deleted. Two other delegates maintained their support of this suggestion. 

(v)) One delegate maintained his proposal that the ords “or other” be added 
before “resources” 


Article 38 


SPECIFIC COMMENTS 

Paragraph 1 

The representative of the International Monetary Fund pointed out that he 
was unable at the present stage to express an opinion on the implications of 
this paragraph on Articles 26, 28 and 20 
Paragraph 2 

One delegate suggested that sub-paragraph (b) should begin with the words 
“the formation, including its initial transitional stage, of a union” ete. This 
amendment was supported by another delegate. During the discussion refer 
ence was made to the fact that the wording adopted at the First Session permits 
of measures which in fact represent a transition towards a customs union 
Paragraph 8 

One delegate drew attention to a suggestion made by his delegation at the 
First Session asking that provision should be made in this paragraph so as 
to allow continuation of his country’s special arrangements with certain neigh- 
bouring islands. 
Paragraph 4 


Two delegates maintained reservations made by their delegations at the 
First Session in favour of special treatment of regional preferences (para- 
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raph © (¢), Section A, Chapter Ill, Part Il of the Report) One of these 
dele re objected to the application of Article 66 in the case in question sin 
In practice th might irmppl that i two-third mapority vould be 1 


ipproving regional preference Another delegate associated himself with thi 


CHAPTER VI 





GENERAL COMMENTS 

(a) A number of delegates maintained their reservation against the exclusion 
if services from the purview of Chapter VI. One delegate held the opinion 
tl ervices fe under the terms of reference of the Preparatory Committee and 
that in this respect there was no necessity to request a ruling from the Economic 
and Social Counce 

Hb) Seve l delegate iaintained the reservations which their delegations 
had ile tthe First Se on regarding the compulsory registration of restrictive 
busine practice th the Organizatior One delegate maintained his reser 
vation that the register of restrictive busine practices kept by the Organizat i 
heould be en e «ce ee of publicity 

trticle } 
SPECIFIC COMMENTS 
Paragraph 1 

A sugegstion by one delegate to include the mention of economic development 
was met by the reference to all the purposes of the Org ization which implicit 
included economic development 
Paragraph 2 

I he first sentence the word hn accordance with the procedu with respect 

| pre led ft he ele a irt es of thi | ter were inserted 
ler t rad ‘ hat the is tigation procedure provided for in Article 
i ild on I ow upon a specitf omplaint accordance with Article 40, and 
hot as “au consequence « tudis undertaken by the Organization in accordance 
\ h Art e 4] The ¢ nmittes as not certain whether this addition did not 
‘ t te a ta ‘ hange, | imiting the authority of the Organization 
‘ gate restri e busine practice on it own initiative The Con 
mittee decided to include the sentence but to refer the question of the ibstar ‘ 
change to the Second Session. 
Pa grapl (a) 
| eC! ( ! ) ibstituted for the term ernment ce 
{ } nte ‘ nde the control of subordinate public bodie 
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‘ e two type ( ( ) ‘ I ot f nd p etod f Article 2 
; nsucl va to clude the obligations undertaken by state monopolies 
regurding Re rictive Busine Practice One delegate reserved his position on 
i! ! 
| delegate res ed eir po on With regard to the inclusion of 
I e! ‘ ery ‘ 

(d) One delegate considered that the changes in paragraph 2 constitute a 
substantive amendment and preferred to express his final position in this matter 
at the Second Session. 

/ trragraph > (C) 

This sub-paragraph was reworded as it was considered that boycotts consti 
1 ited not a spe fic practice but o i special case of discriminatior 
Paragraph 3 (e) 

rhe y ad rr deve I a dded 
Pe rgraph 8 (f) 

(a) The word of the authorized grant” were added to clarify the wording 

hb) One delegate maintained his reservation regarding the highly technical 
character of this s paragraph 
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SPECIFIC COMMENTS 


Paragraph 1 
The Committee examined the desirability of reinserting paragraph 1 (c) of 


Article 40 of the United State Draft Charter reading: “agreements or under 
standing concerning ralwa' transportation, aviation, h pping a ad telecom 
munication service ’ into the text of Article 45, but in the absence of general 


agreement it decided against re-insertion 
Certain delegates desired to see services included, others desired to see them 
partly or wholly excluded The Committee felt that the matter was one of 
substance going beyond its competence and decided to leave it for consideration 
at the Second Session One delegate proposed that if this paragraph were re 

inserted it should read: 

“Inter-governmentai agreements under the sponsorship of the Economic 
and Social Council of the United Nations, the International Trade Organiza- 
tion and other specialized agencies concerning railway transportation, avia- 


tion, shipping and telecommunications services’ 


GENERAL COMMENTS 


1) When Article 36 is dealt with, the provisions of Chapter VII, which would 

llow non-Members to participate in commodity arrangements, will need to be 
taken into consideratio 

(b) One delegate reserved the position of his Government on the whole of 
Chapter VII insofar as its operation might interfere with the production of 
primary commodities for home consumption 

(c) In the Report of the First Session (Part II, Chapter V, Section A, para- 
graph 3), the Committee was requested to examine the use of the terms “pri- 
mary”, “agricultural,” “mineral”, “commodity” and “product” throughout the 
Charter, in order to ensure uniformity and consistency in their application. The 
Committee has found that the terms were properly used throughout the Charter 
except in some cases where amendments have been made. <A further note in this 
respect will be found in the commentary to Article 60 

(d) Part II, Chapter V, Section D, paragraph 5, of the Report of the First 
Session referred to the Committee suggestions concerning the allocation of certain 
functions among the various organs of the Organization. These suggestions were 
taken into aecount in the drafting of Article 77 (Functions of the Commodity 
Commission). However, it was not felt necessary to specify in great detail the 
allocation of functions as given on page 21 of the Report 


Article 47 


SPECIFIC COMMENTS 
Sub-paragraph (c) 

One delegate stressed that the statement of objectives of commodity arrange- 
ments should include provision for remunerative as well as stable prices especially 
in view of the fact that in certain countries, due to the lack of alternative em- 
ployment, production of a commodity continues even when not profitable. It was 
decided to put an amendment proposed by this delegate between square brackets 
as an addition and to include in the amendment wording safeguarding the inter- 
ests of consumers. 


Sub-paragraphs (d) and (e) 

One delegate doubted the necessity of including sub-paragraph (d) and (e), 
because they pertain exclusively to shortage situations. With reference to sub- 
paragraph (d), he was of the opinion that as conservation agreements were by 
their nature regulatory they would have to conform to the principles governing 
regulatory agreements; however, the statement of the circumstances governing 
the use of regulatory agreements formulated in Chapter VII did not appear appli- 
cable to conservation agreements, because it required the presence of a burden- 
some surplus or widespread unemployment. As to sub-paragraph (¢), it was 
difficult to devise an objective way of determining when a commodity was in such 
short supply as to prejudice seriously the interests of consumers. 
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Article 49 
SPECIFIC COMMENTS 


Paragraph 3 of the text drafted at the First Session was deleted, because it 
seemed that commodity arrangements recommended by the Conference would 
have to conform to the prinviples stated in Chapter VII Furthermore, regula 
tory agreements would have to conform not only to the provisions of Article 51, 
but also to those of Article 53. 

Article dl 


GENERAL COMMENTS 


A change from the text as drafted at the First Session was made in the 
arrangement of the paragraphs; paragraphs 1 and 2 remain with minor drafting 
changes, as sub-paragraphs (a) and (b), new sub-paragraphs (c) and (d) have 
been added containing the substance of paragraphs 2 and 3 of Article 53 of the 
Charter drafted at the First Session, and sub-paragraphs (e), (f), and (g) 
are the former paragraphs 3, 5 and 6 respectively Paragraph 4 of the former 


text has been transferred from Article 51 to Article ! 


” 
> 


SPECIFIC COMMENTS 
Sub-paragraphs (c) and (d) 

(a) These paragraphs have been included because the Committee was of the 
opinion that the provisions contained in them applied to all commodity arrange- 
ments and not to regulatory agreements alone 

(b) The text of the second part of sub-par. (¢) was changed in order to clarify 
the position of non-participating Member countries 


Sub-paragraph (9) 

After some discussion the Committee agreed to maintain the words ‘full pub 
licity” on the understanding that the application of this requirement to any 
“proposed” arrangement would not entail publicity in regard to discussions and 
verbatim records before the arrangement began operating. It was also agreed 
to stipulate that the operation of the agreement should be given publicit 
periodically. 


irticle 52 


PECIFIC COMMENTS 
Sub paragraph (a) and (by) 


(a) It was felt that the phrase “because characteristica in the case of the 
case of the primary commodity concerned, a substantial reduction in price does 
not lead to a significant . ” is only to be considered as a descriptive one and 
is not to be interpreted in the sense that a substantial reduction in price would 


be regarded as a pre-requisite for the adoption or extension of a regulatory 
agreement. 

(b) One delegate felt that the problems of countries with a small volume of 
international trade as distinct from those of small producers did not receive 
sufficient attention in the text as drafted at the First Session; it is particularly 
in such countries that hardships to a substantial part of he economy are liable 
to hamper the well-being of the country, even when there are no small producers 
He therefore suggested the following amendment to paragraph 1 of the text 
drafted at the First Session: 

“After “serious hardship to producers” delete “among whom are small pro 
ducers who account for a substantial portion of the total output’ and subs 
tute “or affecting the economy of one or more of the Member countries, which 


jointly or individually represent a substantial portion of the total output 
or’’. 

It was the general opinion of the Drafting Committee that, as the hards 
this proposal was intended to cover would be the outcome « unemployment 
under-employment, they were in fact covered by h-paragraph (b) of Article 52 
Sub-paraq aph (b) 

It was decided to provide for the possible use of reculator’s reres I not 


only when unemployment but also when under-employment exists 
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ducers who at the same time are consumers may in matters of represent: n 
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porters One delegate expressed doubt as to the effect of the insertion of the 
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Paragraph 3 

It was decided to delete the definition of inter-governmental commodity ar- 
rangements because the statement contained in paragraph 3 of the text drafted 
at the First Session was too broad and furthermore the nature of inter-govern- 
mental commodity agreements was implicit in Chapter VIT. 


Article 61—Functions 


GENERAL COMMENTS 


The First Session instructed the Drafting Committee to examine Article 61 
with a view to insuring that its provisions were consistent with other provisions 
of the Charter, especially with those relating to Employment Policy and Indus- 
trial Development. The Committee, after thorough discussion of all relevant 
issues decided against the course of spelling out specifically all the functions 
mentioned elsewhere in the Charter. 


Article 64 
GENERAL COMMENTS 


(a) The First Session, referring to its discussions on the subjects of Voting in 
the Conference and membership of the Executive Board, instructed the Com- 
mittee, “insofar as it is able to do so within its terms of reference,” to formulate 
alternative schemes, taking account of the suggestions for a system of weighted 
voting and for provisions for permanent seats on the Executive Board. 

(b) The Drafting Committee referred the issue of membership of the Execu- 
tive Board and voting in the Conference to its Administrative Sub-Committee, 
which discussed the issue of weighted voting without arriving at any final con 
clusions. In this respect reference is made to the Report of the Administrative 
Sub-Committee which appears as Annexure B to this Report. 

(c) One delegate submitted a formula on weighted voting and a note on two- 
thirds majorities,which are attached to the Report of the Administrative Sub 
Committee as Appendices I, II, XI and XII. 

(d) One delegate pointing out that any modification of paragraph 2 would 
involve a change in substance, directed the attention of the Committee to a dis- 
crepancy in voting procedure ; whereas the Charter calls for a two-third vote on 
procedural questions such as in paragraph 3 of Article 66, the most important 
decisions on substance are the subject of a simple majority vote. He suggested 
that the attention of the Second Session be drawn to this anomaly and recorded 
his reservation that the text should be changed in such a manner as to call 
for a two-third majority vote on all major substantive issues. 


Article 66 
GENERAL COMMENTS 
The First Session instructed the Committee to review the text of paragraph 8 
of Article 66 in the light of the observations of one delegate that the Charter 
contained elsewhere important decisions to be taken by the Conference, with 
respect to which no precise voting requirement had been laid down, It was not 
found necessary to effect this review, because the Committee decided to delete 


the abovementioned paragraph, in view of the fact that the majority provision 
of paragraph 7 Article 22 had been amended. 


SPECIFIC COMMENTS 


Paragraph 1 

The Committee was of the opinion that the words “international organizations” 
in this context were intended to cover both private and public international 
organizations. 
Paragraph 2 

Two delegates suggested to include a catalogue of those powers which may not 
be delegated by the Conference to the Executive Board. 


Paragraph 7 


One delegate suggested to add the following sentence : “No one Member shall be 
required to pay more than one-third of the total expenses of the Organization for 
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any given budgetary period.” Several de 
corporated in this amendment. The 
of the First Session which 
ollow the general principles 


egates agreed with the principle in- 
* Committee noted the reference in the report 


of expenses should 


suggested that apportionme 
adopted by the United Natior 
rhree delegates considered that no rigid maximum should be 


1id down in the 
Charter for the contribution of any Member 


SPECIFIC COMMI 


The Committee deleted the provision that the fun 


ections of the Tariff C 
mittee should be transferred to the Conf ‘ f 


ference, beca wil of the opinis 
me mbership of the Tariff Committee should be confined to th e Me bers 
the Organization which had carried out the ob i s under Ai le 24 
irticle 68 
SPECIFIC COMMENTS 
(a) The First Session instructed the Committee to consider the question of 
nembership of the Executive Board in cor 0 vith the que n of t 
the Conference (cf. commentary to Article 64) 
(b) The Committee referred this matter to it \dm rative Sub-Committee, 
vhich discussed all aspects of Executive Board Membership and reported on it 
nelusions in the First Report of the Administrative Sub-C 


ommittee, wl 


rms an annexure to this Report is made to this al 


ippendices attached to it. 

) The Committee, without reaching any decision « the substan rf 
Report of its Administrative Sub-Committee decided to attach it with Appendice 
to its own Report, in order to make it available as a working document for the 
second Session. The drafting Committee also « 


this Article the first alternative of the Report 
rackets and to attach as further appendices to the Administrative Sub-Com 

ittee’s Report the second, third and fourth alternatives of the text of the First 
Session and one delegate’s paper on the question of two-third majorities. 


Reference nexure and all 


lecided to sho in the text of 


of the First Session in square 


Article 70 
SPECIFIC COMMENTS 
Paragraph 1 


The Committee draws the attention of the Second 
desirability of providing for the 


he manner in which the 
Board will be exercised wh 


Session to the possible 


ctions of the Executive 


iu 
le the Board is not 


in session. 
irticle 71 


SPECIFIC COMMENTS 
Paragraph 1 


Che Committee 


is of the opinion that the 
the Second 


Session should ecide to 


ndustrial development in the Charter. 


last sentence will be re 


indant if 
include provision 


ior a 


Commission for 


irticle 73 


GENERAL COMMENTS 


The representatives of The Food and Agriculture Organization, stressil 
the importance of close working relations between the International Tra 
Organization and the Food and Agriculture Organization suggested i ision 
of the following note in the Report, as an observation on this Article and 
paragraph 2 of Article 86: 


on 
“While this phraseology appears the most appropriate for covering all the 


specialized agencies, it is clear that there is one, namely the Food and Agri 
culture Organization, which has specific responsibilities for products of 
farms, forests, and fisheries, some of which products may be, or may become 
subject to commodity arrangements. It is evident that the close co-opera 
tion and reciprocal representation which this special situatior 


1 requires 
needs to be adequately provided for in the agreement negotiated between 
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the International Trade Organization and the Food and Agriculture On 


va ation If, however, it is desired to provide specifically for this in 
the Charter, appropriate changes could be made in these two Articles. 
It may be noted that the Report of the Food and Agriculture Organiza 


Preparatory Commission provides for International Trade Organiza 
epresentation in the Food and Agriculture Organization Annual Pro 
v and on the World Food Coun 





SPECIFI« COMMENTS 
}? ‘ 
| ele felt that this provision was redundant in view of provisions of 
SI 
ERAL COM I rO ARTICLES ee ty INCLUSIVE 
Phi st Session instructed the Committee to prepare appropriate draft 
‘ he Col s on ¢ ‘ il I ( Business P1 
( wit ‘ ifter d ISSII the 1 ( ne 
f ‘ ry ! \) Ss io, 76. a ‘i W ( 
I e ( < 1M } { ( é le ed 
di the t of these Arti In a nore ge ra 
Article 7 
\ ‘ ‘ elt tl % ion hould e authorize to nsu 
| ‘ ‘ f ! n the purview of two or more ( 
ind, conseque added a sentence to this effect in e text of Al l¢ 
\ N] 
Gl RA COMMENTS 
Pay ph 1 
Iwo dele tes moved to delete the words “by the Director-General and” i; 
nad tence because it was unrealistic to assume that negotiations of 
would actually be con ted and concluded by the Director-General 
One cde te expressed the opposite vie pointing out the need for clear desig 
h offi or organ of the International Trade Organization would 
I represent the Organization in such proceeding 
int f ) 
GENERAL COMMENTS 
p } 
oO , } p regard to the prese phrasir of this 


Paragraphs 2, 3, and 4 


(one dete ite eXpila ed his vie that it was lnperative for the Organization 





~ i 
be master in its own house and to be able to make final determinations of 
re provided for in the ¢ harte1 These determinations call for the ex l 
e of discretion and for rulings on economic subjects on the basis of economi« 
yonin In this respect there exists a wide dilference between normal 


commercial treaties, Whose character is static, and the Charter, which is dynamic 


d subject to change in the light of experience. The determinations and rulings 
of the Organization do not form a proper object for judicial review, even by 
an economic chamber of the International Court of Justice. Judicial decisions 
eall for the exercise of legal judgment but not for economic evaluation, rhe 
distinction between ‘justi abl and other issues in Article 86 of the London 
text is untenable and unworkable. But in order to prevent abuse by majority 
power provision should be made whereby, on the motion of one-third of the 
members, an advisory opinion of the International Court of Justice would be 
sought on any issue involving interpretation of the Charter. In this delegate’s 
view, the subjects of nullification and impairment and of interpretation and 
settlement of disputes belong together, and for this reason he suggested the 
provisions of paragraph 2 of Article 35, and Article 86 should be combined. 
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rhe Committee decided that this as well as the memorandum, submitted t 
First Session by three delegates, on the subject of bitration, was a sub 
ve matter of the highe we whic ld e to be efer 
t Sec nd Sessio For it Was igreed ( | p ig gs 2—4 

e of Article SG into sql S 

SPI I! COM } g 
rgraph 4 
rhe I t Session instructed the Co ee to ‘ cle b f re 
g paragral t in view of the possibility th: e Gen \ssemb of 
ted Nations m gree other spe d ie 1 ot 
\uthorization to seel iso ( 
| graph 8 of Article 86 in its prese oO pro ( t 

( ‘ cle ons oO Inte t ide Org 7 I } | 1 

oO Court, tl Dra ( ttee fe { 
) onpini e ) ‘ flict ‘ ‘ } ‘ } 
ional Court and for tl eas ( for ¢ 
with paragray » 4 \rticle 86, to - . 
{rt QR 
( delegate proposed the n e ¢ xt of | y 
Ay e 7S in the Unite Sta Draft ¢ | of this iragraph 
( tee oc i to e x ‘ I 
i ( ol Re] rt of ( ] Nac n } » ‘ ‘ } ’ the 
b ( Wo i I eX é Hor 
nh tor the re-insel ‘ | é f ‘ . ‘ Draft (Ch eI 


e Commonwealth of Aust? a and its dependent territ s 
fealand and its dependent territories, 
he Union of South Africa including South West Af: 
| nd, 


Burma, 
Cevyvion 
ANNEXURE B 
First report of the Administ Sub-Committee (report on Executive I 
} ye ship and voting) 
Parr I 

The Drafting Committee at its first meeting on 20 January 1947, app ed 
the Administrative Sub-Committee to make recommendations with regard t 

embership of the Executive Board ; d Voting The Sub-Committee us 
posed of the delegates for Belgium, Brazil, Canada, ¢ le, Cuba, France, Ne 





nds, South Africa, the United Kingdom and the United States and elected D 
Guillermo Alamilla as its Chairman 


Che Sub-Committee discussed in seven meetings the main problems : su 





lL i 
relevant to the composition of the Executive Board and voting in the Board and 
in the Conference, taking due account of the instructions issued on page & of 
E/PC/T/C.5/33/Reyv. 1 (Instructions to the Drafting Committee) and of i 


structions contained in Part II of the Report of the First Session, pages 22 to 
24 inclusive, Sections E and F 
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The Sub-Committee agreed from the outset that its members would attempt 
to establish the greatest possible identity of views regarding membership of 
the Executive Board and voting without committing their respectvie govern- 
ments to any of the solutions recommended by the Sub-Committee. The fol- 
lowing observations are to be viewed in the light of this qualification. 

The Sub-Committee had the benefit of the most intensive co-operation of all 
its members and of several other interested delegates. The Delegates for Bel- 
gium, Brazil, Canada, France, the United Kingdom and the United States 
submitted draft proposals on behalf of their delegations on the subject of the 
deliberations of the Sub-Committee, which are appended to this Report. In 
addition to these drafts, the Sub-Committee considered personal drafts of some 
Delegates and illustrative statistical tables submitted by the Secretariat. 

The Sub-Committee concentrated in its work upon the issues centering around 
the composition of the Executive Board, using as a working hypothesis the as- 
umption of unweighted voting in the Conference and in the Executive Board 





and two or more categories for selection to Board membership. Under this 
ussumption, the Sub-Committee arrived at the following conclusions regarding 
he principles which should be applied if the Executive Board is to be composed 
of scheduled and elected members : 





1. Unable to choose between the comparative advant of having two or 
three categories for selection of Board members, the Sub-Committee has elab 
orated two alternative drafts of Article 6S, as set out below in Part II, one on 
the basis of two categories, the other of three categories, of seats on the Executive 
Board 

2. Any fair allocation of seats on the Executive Board requires a rating system 
whereby Members’ relative economic importance for purposes of the Organization 
can be objectively determined, After careful analysis of the validity of a wide 
range of possible criteria which might be used in such a rating formula, the 


Committee decided to recommend the following formula: 

(a) Foreign Trade: 1 point per 50 million United States dollars 

(b) National Income: 1 point per 500 million United States dollars 

(c) Foreign Trade per capita: 1 point per 25 United States dollars 

The Sub-Committee’s reasons for recommending these criteria are as follows: 

(i) There was general recognition that foreign trade must be the pre- 
dominant criterion of economic importance for purposes of the Organization. 

(ii) It was felt, however, that national income should also be included 
as a criterion, though at an appropriately lower weight. This would serve 
the useful purpose of increasing the relative points of important countries 
with very large populations but relatively low present foreign trade, and 
would indirectly give a weight to population, which after discussion the Sub- 
Committee felt should not be given direct weight as such in an international 
trade organization. The Sub-Committee recognized the difficulties in ob- 
taining at present national income figures of complete scientific accuracy, but 
felt that the present work of the Statistical Commission of the United Na- 
tions will contribute to an ever-increasing accuracy of such figures. After 
consultation with the Statistical Division of the Secretariat, therefore, and 
in view of the fact that national income figures are already being used as 
an essential criterion in several inter-governmental organizations and in the 
budget allocations of the United Nations itself, the Sub-Committee concluded 
that the national income criterion would not present insurmountable diffi- 
culties in practice. 

(iii) The Sub-Committee recognized that certain countries, the livelihood 
of whose populations is highly dependent on international trade, will be 
much more vitally affected by decisions of the Organization than other 
countries in whose economy foreign trade, however great absolutély, plays 
a relatively minor role. It was therefore agreed that foreign trade per 
capita should be an additional weighting factor, particularly since the 
foreign trade criterion is to be modified by national income figures for the 
reasons given above. 

3. In order to provide for changes in relative economic importance, the rating 
of Members should be periodically redetermined before each election. This 
automatically gives due weight to potentialities as these potentialities are 
realized. 

4. In view of the disruption of national economies under wartime conditions, 
the first determination should be based on the average of prewar and post-war 
data 

5. The rules governing the composition of the Executive Board should be such 
as to allow for adequate representation of all countries which might join the 
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Organization in the future. To achieve this end, it is provided that elective 
members of the Board should not be eligible for immediate re-election. 

6. The Members of chief economic importance should be represented on the 
kxecutive Board, so long as they enjoy this relative position and the remaining 
seats should be filled through election by the remaining Members of the Con- 
ference 

Ou the basis of these principles, the Sub-Committee has agreed to report out 
to the Drafting Committee the two alternative drafts of Article 68, set cut in 
Part IL of this Report, which it is recommended could be considered substitutes 
for the second, third and fourth alternatives in the Report of the First Session. 

In cuse that neither of these two alternative drafts would provide for satis- 

ctory means of giving due representation on the Executive Board to members 

the Organization with structurally different economies, the French proposal 
iay provide a principle to achieve this objective by assuring permanent repre 
sentation to at least some of the members in each of the typical stages of 
economic development 

The Sub-Committee did not feel any necessity to elaborate a new draft text of 
\rticle 6S under the assumptions of “one country—one vote” and “no scheduled 
seats on the Executive Board”, since the first alternative of Article 68 in the 
formulation of the text drafted at the First Session constitutes in the opinion of 
the Sub-Committee a textually satisfactory draft If an increase in member 
hip of the Board beyond fifteen is desired, the Sub-Committee feels that this 
number should never exceed eighteen, and that the first alternative of the text 
drafted at the First Session should be accordingly redrafted 

Regarding weighted voting, the Sub-Committee felt that if such a system were 
used the best formula would be the one described above under conclusion 2 for 
the determination of relative economic importance, plus an appropriate base 


On the general issue of weighted voting, the Sub-Committee has not been 
able to establish any degree of identity of views A number of members of the 
Sub-Committee hold that in the case of weighted voting, the basic vote should 
not be so high as to offset the real differences in the relative economic importance 
if various countries Another group holds that only a high basic vote would 
llow equitable principles to prevail if a system of weighted voting is at all to 
be applied. In view of this division of opinion in the Sub-Committee, the Sub 
Committee feels that it could not provide satisfactory solutions on this issne and 
refers the issue of weighted voting to the Drafting Committee, drawing the 
attention of the Drafting Committee to the United Kingdom and the United 
States proposals for weighted voting contained in the Appendix to this report 

Whatever system is finally adopted for voting in the C‘onference or for the 
selection of members of the Executive Board, it Was generally agreed that within 
the Board each member should have one vote 


PART Il 
ARTICLE 68 


(/ternative “A” (on basis of two catedories) 


1. The Executive Board shall consist of fifteen Members, including the si 
Members of chief economic importance. The Conference, excluding these six 
Members, shall elect the nine additional members of the Board for terms of three 
years subject to the provisions of paragraph 8 (b), due regard being paid to 
each Member’s economic importance in international trade and also to equitable 
seographical distribution. Elective members of the Board shall not be eligible 
for immediate re-election Che Conference may, by the affirmative vote of two 
thirds of its Members present and voting, increase the membership to not n 
than eighteen, allocating the additional seats between the two categories 

2. The Conference shall annually determine which are the Members of ief 
economic importance on the basis of a system of rating according to the followin 
schedule : 

One point per 50 million United States dollars of foreign trade 
One point per 500 million United States dollars national ineom« ind 
One point per twenty-five United States dollars of foreign trade per capita 


Y8SSS—54—pt. 4 iv 
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Subject to the provisions of paragraph 3 (a), points shall be based on the 
relevant statistics for the average of the three full calendar yeurs immediately 
preceding each election. 


2 
o 


(a). The first determination of ratings shall be based upon the average of 


the statistics for 1987 and the calendar year immediately preceding the entry 
into force of this Charter ; 

3(b) At the first election of the Board, three of the members shall be elected 
for a term of one year, and three others for a term of two years. 


4. 


The status of all members on the Board shall be equal in all respects. 
Each member of the Executive Board shall have one representative and 


may appoint alternates for and advisers to its representative. 


Alternative “B” (on basis of three categories) 


The Executive Board shall consist of no more than eighteen Members to 


be determined in accordance with the provisions of paragraphs 2, 3, 4, 5 and 


6 of 


» 


this Article 
Kach Member shall be given a rating determined every three years accord- 


ing to the following schedule: 


One point per 50 million United States dollars of foreign trade; 
One point per 500 million United States dollars national income; and 
One point per 25 United States dollars of foreign trade per capita. 


The points shall be based on the average of the relevant statistical data 


for 


the three full calendar years immediately preceding each election, pro 


vided that for the first election the points shall be calculated on the average 
of the statistical data for 1937 and the full calendar year immediately preced 
ing the entry into force of this Charter. 


o>. 


The seven Members with the highest ratings shall be members of the 


Board for the three-year period succeeding each determination. 


4 


The ten Members with the ratings next in order after the seven Members 


referred to in paragraph 3 shall elect from among themselves five members 
of the Board for a three-year period. 


The Conference, excluding the seventeen Members referred to in para 


graphs 3 and 4 of this Article, shall elect not more than six members of the 
Board, provided that there shall never be more than one seat on the Board, 
under the provisions of this paragraph, per three Members participating in 
the elections under this paragraph. Such members of the Board shall normally 


be 


elected for terms of three years, provided that the Conference shall, as 


necessary, establish procedures with regard to these terms designed to assure 
a reasonable measure of continuity in representation on the Board. 


The members of the Board elected under paragraphs 4 and 5 above shall 


not be eligible for immediate re-election. 


‘. 
&. 


The status of all members on the Board shall be equal in all respects. 
Each member of the Executive Board shall have one representative and 


may appoint alternates for and advisers to its representative 


Part III 
APPENDICES 


Appendiz 
1. United Kingdom Formula for Weighted 
la. Voting issued as (E/PC/T/C.6/W.3). 
2. Tables of Relative Economic Importance 
2a. on the Basis of the United Kingdom Formula. 
3. United States Suggestion—Formula for 
3a. Weighted Voting issued as (E/PC/T/C.6/W.6 and E/PC/T/C6/W.6 
Add, 1). 
4. Czechoslovak Observations issued as (E/PC/T/C.6/W.14). 
5. Canadian Draft of Article 68 issued as (E/PC/T/C.6/W.4). 
6. Brazilian Draft of Article 68 issued as (E/PC/T/C.6/W.27). 
7. Tables of Relative Economic Importance on the Basis of the Brazilian 
Formula, 
8. Belgian Draft of Article 6S issued as (E/PC/T/C.6/W.48). 
9. French Draft of Article 68 issued as (E/PC/T/C.6/W.53). 
10. Secretariat Table on Relative Economic Importance issued as (E/PC/T/ 
C.6/W 47). 
11. Statement of United Kingdom Position issued as (E/PC/T/C.6/W.56). 





i 


es 
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APPENDIX I 
Formula for weighted voting proposed by the United Kingdom delegate 


actors : 
(a) External trade: 20 votes per ’000 million $ 
(b) National Income: 2 votes per ’000 million $. 
(c) Population: 1 vote per 10 million. 
(d) Percentage of trade to national income: 1 vote per 10 per cent 
(e) Basie vote 100. 

The above formula, applied to the figures of external trade for 1937 and of 
national income for 1940, together with the most up-to-date approximate figures 
of population available, would yield the following results for the countries par- 
ticipating in the Preparatory Committee (we contemplate that there would be 
periodical revisions—perhaps quinquennial—to take account of changes that 
have taken place affecting the basic data): 


Number Number 
of votes | of votes 
1. United States : 399 | 10. Australia ow Ae 
” United Kingdom and colonies__ 335 | 11. Czechoslovakia 127 
3. USSR __. 199 | 12. Brazil —<_ 
4, India__-- Beetle -- 194/13. South Africa . 124 
>. France i indiana 182} 14. New Zealand ‘ \ 119 
6. China ; : = icles: a | Norway - : 
7. Netherlands and colonies__.__ 168 | 16. Cuba __- . 
‘ Ro | ‘hi 115 
S. Canada. ; eee CE a seticcicdicnteric 
%. Belgium and colonies 149 | 


We contemplate that the order thus determined would also be used for the 
purpose of allocating permanent seats on the Executive Board: thus if there were 
to be eight permanent seats, they would in the first instance, be allotted to the 
countries numbered 1 to 8 above. The allocation would be liable to be changed 
rom time to time as the result of the periodical revisions. 


APPENDIX I (A) 
Draft of Article 64 if weighted voting is adopted 
(Suggested by the United Kingdom delegate) 


ARTICLE 64 


1. Each Member shall have in the Conference the number of votes allocated to 
it in Annex to this Charter. 

2. Except as otherwise provided in this Charter, decisions of the Conference 
shall be taken by a majority of the votes cast 

Vote: There would be similar consequential amendments to other voting pro 
visions in Chapter VIII excluding Article 69. 


APPENDIX II 


Vumber of votes under various headings of United Kingdom formula 


Percentage 


— 3 Popula- External National of Trade : ; . 

Coun@y tion rrade Income (to National Basic Vote | 1 Vote 
U.S.A 14 128 156 r 
U. K. and colonies } 165 4 i 
U. 8.8. R 19 16 64 00 
Canada l 3¢ 2 ; rT d 
France and colonies 11 4( ) 2 ( g 
China {8 l 24 OK S 
india 42 27 24 ] On v1 
Netherlands and colonies 8 4 7 Oo 68 
Belgium and colonic 2 5 7 Or 49 
Australia 1 22 f m q 
Brazil 4 5 13 On " 
Czechoslovakia 1 16 f 100 2¢ 
South Africa 14 2 7 00 24 
New Zealand 10 l 8 10 119 
Cuba . t 8 ”) 11 
Norway ‘ 1 2 7 M 


Chik f 1 7 ow 
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APPENDIX II 


RB factora used in the United Kingdom forn a for weighted roting 


ApPeNbIx III 
United States suggestion 


The attached amendments to Article 64 (Voting in the Conference Article 68 
(Membership in the Executive Board) and Article 69 (Voting in the Executive 
Board) are designed to provide for a system of weighted voting in the ITO 

ich would be strictly confined to issues arising out of the balance-of-payments 
provisions of the Charter, and to the issue of Membership in the Executive Be 

The main consideration in support of this plan is that exchange restrictions 

titative restrictions on trade are equally effective alternative methods 
of dealing with balnace of payments problems; that exchange restrictions are 
under the jurisdiction of the International Monetary Fund, which has a system 
of weighted voting; and that if the same voting system is adopted in the ITO 
on balance of payments matters this will assure consistency between the actions 
the Fund and the ITO on questions in which they are expected to pursue 

a common policy as envisaged in Articles 26, 28 and 29 of the Charter 

It is recognized that the issues on which weighted voting is intended to app 
may need to be more closely defined than in the attached draft 


at 


RTICLE 64. VOTING (CONFERENCIH 


1. Except as provided in paragraph 2, each Member shall have one vote in the 
mference. 


( 


W henever voting in the Conference is required on any matter, arising under 
irticle 26, 28 or 29, in which the Organization and the International Monetary 
Fund have a common interest, and in the election of members of the Executive 
Board, each Member which is a member of the Interntaional Monetary Fund 
hall have in the Conference the same number of votes as it is currently entitled 
to cast the Fund pursuant to Article XII, Section 5 (a) of the {rticles of 
igreement of the International Monetary Fund, and each other Member shall 
have in the Conference the number of votes provided for in the special exchange 
agreement entered into between that Member and the Organization pursuant to 
paragraph 3 of Article 29. 

The Conference shall make arrangements for the detailed application of the 
provisions of paragraph 2 of this Article in respect of the election of members 
of the Executive Board. Such arrangements shall be framed on general prin- 
ciples analogous to those set forth in paragraphs 1 through 6 of Schedule C an- 


nered to the Articles of Agreement of the International Monetary Fund 
\/ternatively: Such arrangements shalt be framed on general principles de 
ed to assure that a) the votes cast bu anu one Member shall not count 


toward the election of more than one member of the Board and (b) the votes 
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cast by each Member shall count toward the electis of some member of the 


Board.) 

ft. Except as may be otherwise provided for in this Charter, decisions of the 
Conference shall be taken by a majority of the [Members present and voting] 
rotes cast 


ARTICLE ¢ MEMBERSHIP EXECUTIVE BOARD 


1. The Executive Board shall consist of fifteen Members of the Organization 
elected by the Conference in accordance with paragraphs 2 and 3 of Article 64 


2. Subject to the provisions of paragraph 8 one third of the members of the 


kxecutive Board shall be elected each year for a term of three year The 
Conference ma by regulation determine for any election that ret lig ‘ 
bers, other than those elected by the tive Members of the Organization havi 
the largest number of vote inder paragraph 2 of Article 64, shall not be elizible 


immediate re-election 
3. At the first election, fifteen Members of the Executive Board shall be chosen 


The term of office of tive Members shall expire at the end of one year nd of 
e other Members at the end of two years, In acco dance with arrange ent 
ude by the Conference 
1, kuch Member of the Executive Board shall have one representative and 
FY ippoint alternate ind advisers to it representative 

RTICLE 69 VOTING EXNEA rivE COUNCII 


1. Except as provided in paragraph 2, each member of the I 


ixecutive Boat 
Lied have one vote 
2. Whenever voting in the Eaccutive Board is required on any matter, arising 
mnder Irticle 20, 28 o7 GG in which the Organization and the International 
Vonetary Fund have a common nterest, each men ber oT the Burecuti ( Roard 
hall be entitled to cast the number of votes which counted towards the election 
fi that member under paragraphs 2 and 3 of Article 64 

3. Decisions of the Executive Board shall be made by a majorit olf [members 
present and voting] the votes cast. 


APPENDIx IIT (a) 
United States suagestio 
t\ddition to B/PC/T/C.6/W.6 concerning u hted voting 


Document B/PC/T/C.4/W.6, submitted by the United State Delegation ets 


forth a plan for weighted voting in the ITO (a) on matters in which the ITO 
and the Fund have a common interest, and (b) in the election of the Executive 
Board. The following explanations and clarifications may be of use to the 


(‘ommittee in its consideration of this proposal: 

1. It is intended that on substantive matters the method of voting suggested 
hould be confined to cases in which the Organization is required under the 
Charter to consult the Fund before acting. This purpose might be effected better 


by revising the opening part of par. 2 of Article 64 and par. 2 of Article 69 along 


| ig 

the followin lines (deleted language in brackets ‘ anguave italicized) 
ARTICLE 64 

“? Whenever voting the Conference is requiret on a intte il n 

under Article 26, 28 or 29 in which the Organization and the International Mone 

tary Fund have a common interest] on any dee on of the Organization required 


to be taken in consultation with the International Monetary Fund under para 
graphs 3 and 5 of Article 26, paragraphs 1 (iv) and 2 of Article 28, and para 
graphs , and 6 of Article 29, 


ARTICLE | 


“2. (Same us above, appropriately replacing the word ‘Conference’ by ‘k:xecu 


ive Board’) 
2. With regard to the application of the Fund voting system to the election 


of the members of the Board of the ITO, the following points may be noted 
A. No Member would be allowed to split his vote so as to elect more than one 
member of the Board In other words, countries having a large number of 





votes because of their large quotas in the Fund (which have relation to the 
economic importance of the country) could use these votes only for the purpose 
of electing themselves to the Board. Thus, as will be explained below, the s 
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countries having the largest votes would all be equal for this purpose despite the 
difference in their votes. 

B. It would be provided in general that no Member could be elected to the 
Board on any ballot unless he obtained a number of votes equal to the average 
resulting from a division of the total number of eligible votes by the total number 
of members to be elected. Thus, using the Fund voting quotas as given in the 
attached Schedule I, the following results would be achieved: 

1. On the first ballot, the average number of votes required to elect, 
assuming an Executive Board of fifteen members, would be over 6,000, 
Since only three countries (the United States, the United Kingdom and 
the USSR) have more than this number, presumably only these three coun- 
tries would be elected on the first ballot. 

2. On the second ballot, the average number of votes required to elect 
(the eligible votes divided by the remaining number of seats) would be 
3,944. This would mean that China (5,750 votes), France (5,500 votes) 
and India (4,250 votes) could elect themselves on this ballot. 

3. On the third ballot approximately 3,500 votes would be required to 
elect. Since no one of the remaining countries would have this number of 
votes, it would require the support of some other country or countries to be 
elected. 

4, Countries comprising a geographical area could be almost certain of 
electing a director if they voted together, for example, the Latin American 
republics (excluding Argentina) would have 9,645 votes and thus could 
always elect two directors. An illustration of how this might work out is 
afforded by the elections in the Monetary Fund as shown in the attached 
Schedule IT. 

C. In order to make provision against the possibility that there might be 
inadequate rotation of seats, the Conference by majority vote would be author- 
ized to declare for any election that retiring members (other than those elected 
by the six members of the Organization having the largest number of votes, or 
whatever member is decided upon) shall not be eligible for immediate re-election. 

D. In voting in the Executive Board on the balance of payments issues referred 
to above, each Member would cast the votes which counted towards his election 
(or to which the Member is entitled in his own right, whichever is higher). How 
this might work out is illustrated in Schedule II. 

E. A possible advantage of the plan is that each Member of the ITO would, 
so to speak, have a particular representative on the Board to which it could look 
for assistance in making its voice heard. 


SCHEDULE I 


Schedule of votes under International Monetary Fund’ 





Number Number 

Country of Votes Country of Votes 
United States sn ainsi caeaiaaceeib 27, 750 | Iran irae a eee ry it 500 
United Kingdom__-__-_-_- ke! > Zee coerce, . Bee FEED ie otal 500 
USSR aed eioead 2,250 | Philippine Republic_- ei 100 
China cece uAaened eo otasiefenadicase ee gi aaa 400 
France tae dataciecbeabin aicenteeetees 5,500] Venezuela —_.... _--- f 400 
RO oc eet eee Sec case 4, 250 | Bolivia Be ate en. 350 
Ne ag ecehe eh iis 38,250 | Luxemburg —- ea cts 350 
Netherlands asaktvccndomncuccntaiisia 1A ME MENU (ais sametcaopabdoneusiis esticcapaitioes eee 330 
ORNRO dbibicedinacemembiee 2,500 | Ethiopia —...- ..-. Gs apie es 310 
DT is i iwi ae ay ae Cen TOR oo a i he 300 
Bren: > sane eintnsstnchnlwunssibersnes' | ky HOT GORE BOOIINNNO oe is ccna 2300 
Guachoslovanit ii... cuss: ee Fen Calle ces 300 
BI © sc iinchtcimtilenecsicaninbbtnccunitea a Ones TA, Sn oa 300 
Union of South Africa_____-_- (a... SR ee eau 300 
NI (5a: asanedechiesan tiara ie mai 1,150 | El Salvador______- ‘eo 275 
INI sc sxcipiisinscos splits cinta 930 | Honduras sel ae aa 7 275 
SUMORRVIR osedscitindnctecks Ge 7 PeRCNROOR ook bh i 270 
Ce eae Re ee 750 | Paraguay as aba kectaae ei dh 270 
Comm © Ss ke ilite cscs Re I sofabed cadess avcd eked bociertc kn 260 
Cuba el ee ae a ee ee Pee i re oo ls Gea 255 
eur Mesteee ooo eS 750 | Panama heen obese 255 
MOON Gis. dadntetetbicetiae 750 ——_—_—_ 
MW abana cs ibn dad cee: 700 | 100, 580 





Greece ___ ntninisatinliipdoenitin taiasbcneaddlbed 650 


1 Based on amended quotas in Articles of Agreement of International Monetary Fund 
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ScHEDULE II 


Voting power of executive directors of International Fund’ 


Number Number 
Directors appointed by: of Votes 8. Bruins (Netherlands) of Votes 
1. United States ia a 27, 750 elected by votes of: 
2, United Kingdom____------. 138, 250 Netherlands____. 3, 000 
i Eee ee ee 5, 750 Union of South 
b: DR iikdaccdiocncnannadl 5, 500 Africa acs aaa 
6. TGtidccdeeeinaccowednene 4, 250 4, 250 


9. Rasminsky (Canada), 


Elected Directors elected by votes of: 


6. Santos-Filho (Brazil), Canada —_ 
elected by votes of: Norway oe 
Brazil___ ; 1, 750 — 4,000 
Rss csitsavnie een 750 10. Mladek (Czechoslovakia) 
3 a elected by votes of: 
Ceeguey........ Czechoslovakia __ 1, 500 
Bolivia lcsceaieed 350 la 1, 500 
Eeuador_-_--. vies 300 Yugoslavia__.._.._._ 850 
Paraguay___---- 270 — 3, 850 
PUIG go cciccmtinas 255 11. Gutt (Belgium), 
—— 4,575 elected by votes of: 
7. Gomez (Mexico) elected Belgium....__..... 2, HV 
by votes of: Luxembourg —_- 350 
Mexico___-.. _. 1,150 Iceland ee 
Gorempia............ 750 3,110 
Cuba_ Bit be 750 12. Saad (Egypt) elected 
Costa Rica... 300 by votes of: 
Costa Rica_..... 300 BEF Peace TO 
Dominican Re- Greece__-------- 650 
public____.____ 300 Tran_.--.------ 500 
Guatemala______ 300 Philippines_—--- 400 
El Salvador 275 ee ae 
; PERS: Ethiopia__...... 310 
Honduras__.___- 275 —- 2,890 
Nicaragua........ 270 —- 
—— 4,370 Cs csicid cacti 82, 795 


‘The total number of votes and the percentage distribution of the voting power of 


members countries are affected by the fact that Denmark did not join in time to participate 
in the elections. 


APPENDIx IV 


Observations by the Czechoslovak Delegate on voting at the Conference and 
seats on the Erecutive Board 


Upon the suggestion of the Secretariat, the Czechoslovak delegate wishes to 
express his views on the question of voting on the Conference as well as on 
the question of seats on the Executive Board. 

Conference 

In accordance with its opinion expressed at the last session of the Preparatory 
Committee the Czechoslovak delegate to the Drafting Committee agrees with the 
original text as suggested in the United Nations Charter in Article 64, paragraph 
1, reading as follows: 

‘Each Member shall have one vote in the Conference.’ 

It follows then that we are on principle opposed to any suggestion for 
weighted voting. 


Erecutive Board 


In my opinion the Executive Board should consist of fifteen to eighteen 
Members. Five seats should be reserved for the five permanent Members of 
the Security Council of the United Nations. The remaining ten Members of 
the Executive Board should be elected by the Conference, proper regard being 
paid to an equitable geographical distribution of seats and representation of 
Members of differing economic structures tetiring Members should be eligible 
for reelection. 
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In the opinion of the Czechoslovak delegate the question of the membership 
of the Executive Board should not be materially dealt with until all countries 
which are likely to become Members of the Organization have had ample 
opportunity to present their views on the matter 


\PPENDIx V 
4{/ternate Draft of Article ¢ 
Suggested by the Delegate for Canada 
Krecutive Board VWembership 


1. The Executive Board shall consist of fifteen Members of the Organization 

(a) By virtue of their economic importance, Canada, China, France, India, 
United Kingdom, and United States of America, shall be appointed as permanent 
members 

(b) Four other Members of the Executive Board shall be elected by the Con 
ference so as as to assure the continued representation of either Australia or 
New Zealand, either Belgium or the Netherlands, one Latin American member 
whose capital is south of the equator and one Latin American member whose 
capital is north of the equator 

(c) The remaining Members of the Executive Board shall be elected by the 
Conference, and any of the members enumerated above who are not already 
elected may be chosen. 

2. The non-permanent Members of the Executive Board shall be elected for a 
period of three vears. At the first election of the non-permanent Members, three 
Members shall be elected for a term of one year and three others for a term of 
two years. A retiring Member shall be eligible for immediate re-election. 

3. These elections shall take place in accordance with arrangements to be 
approved by the Conference with a two-thirds majority of its Members. 

4. Each Members of the Executive Board shall have one representative who 
may appoint alternates and advisers. 


APPFNDIx VI 
Alternate Draft of Article 68 (old Article 57) 
(Suggested by the Brazilian Delegate) 
Section D. The Executive Board 


ARTICLE 68. MEMBERSHIP 


1. The Executive Board shall consist of eighteen members of the Organization 
according to the following regional divisions: five members from countries be- 
longing to Europe; four members from North America, Central America and the 
Caribbean countries; three members from Asia; two members from Africa and 
the Near East ; two members from South Africa ; one member from Oceania; and 
one from U.S.S.R. by reason of her special position in two countries. 

2. Kight members of the Executive Board shall be appointed for a term of five 
years by the Member countries of the Organization having the most important 
relative trade position in each of the above-mentioned regional divisions and in 
accordance with the provisions of No. 4 of this Article. 

\ccordingly, two representatives of European countries ; two of North America, 
Central America and the Caribbean countries; two of Asia; one of South Amer- 
ica ; and one of U.S.S.R. will be appointed members of the Executive Board. 

The relative position of the Member countries established according to No. 
4 of this Article, shall be re-examined by the Executive Board at the end of each 


11. If this draft is adopted provision will have to be made to allow revision, if necessary, 
say, after ten or fifteen years. 

2. If the USSR becomes a Member, Canada feels that it should be accorded a permanent 
seat on the Executive Board. 
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erm of five years, and any change which may occur will be taken into considera- 
tion in order to implement the provisions of the first paragraph if No. 2 of this 
Article 

the members of the Executive Board shall be appointed by the same Mem- 
er countries if no change has occurred in the relative position established ac 
cording to the provisions of No, 4 of this Article. 

3. Ten members of the Executive Board shall be elected by the Conference and 
by the Member countries not appointing their representatives, taking into ac- 
count the number of Directors allocated to each of the regional divisions set forth 
in No. 1 of this Article, 

(a) Five members of the Executive Board shall be elected for the term 
of three years; and 

(6b) Five members for two years; 

(c) A retiring member of the Board shall be eligible for immediate re- 
election 

(dq) If a Member country entitled according to the provisions of this 
Article to appoint a member of the Executive Board decides not to accept the 
membership of the Organization, then a Member country belonging to the 
recional division of Oceania shall be elected by the Conference according to 
No. 3 (a) of this Article. 

4. The most important relative trade position in each of the above-mentioned 
regional divisions, in order to implement the provisions of No. 2 of this Article, 
shall be determined by the addition of the following factors 

(a) One hundred basic units to be allocated to any Member country; 

(b) Twenty units to be allocated for each one billion dollars in the world 
trade of each Member of the Organization during the last normal period 
(1938) ; 

(c) The actual percentage of the foreign trade of the Member country 
in relation to global world trade; and 

(d@) One unit for each two percent of the population of the Member 
country in relation to the global population of the regional division to which 
it belongs 

» Each member of the Executive Board shall have one representative and 

ay appoint alternates and advisers to its representative 


APPENDIX VII 
idministrative Sub-Committee 


(Formula for Membership proposed by the Brazilian Delegate) 


Factors 


(a) One hundred basic units to be allocated to any Member country; 

(b) External trade : 20 units per 000 million $ in 1988 

(c) Percentage of foreign trade in global world trade ; 

(d) Population : one unit for each two percent of the population of the regional 
division to which the Member country belongs 

The above formula applied to the figures of external trade for 1938, together 
with available figures of population for 31 December 1939, or a later date as far 
as possible, would yield the following results : 
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! ' 
Bel 1 8 
Cz | kia 2.9 
] k 8 
14 
(ir 1.4 
Ieela 
lrela 
It 
Luxembe F 
N mw y ft 
Polat 4 
Portugal 0 
Swe 19 
Sw itzeriand 1S 
United K 19R & 
Yu iVia { 
NORTH AMERICA,CE TRAL AMERICA, AND THE CARIBBEAN 
I ed i 100. 1 
Cc ida 0.4 
co 1.4 
0 
ASIA 
Afghan 4 0.7 
Cc} 18, ¢ 
I : 20.4 
I ppine 1.9 
AFRICA ANDI NEAR EAST 
Eg 6. ¢ 
Union of South Afr 2. € 
Purkey 4 
Lebanon and ria l 
Saudia Arabia 0.9 
Iraq 7 
Ir 1.8 
AMERICA 
Argentina 17.6 
B 4 1.2 
Braz 11.8 
hile 18 
Colombia 3. 4 
Ecuado 0.4 
Paragua 0.4 
Peru 2.7 
Uruguay 2 
Venezuela 7 
OCEANIA 
Australia 20.5 
New Ze and 8.8 
USSR 10. 5 


i Incl. Luxembourg. 


0 


0. 


0 


MATERIAL 


M 


9. 


0 


40.5 





The figures for the United Kingdom, France, the Netherlands and Belgium 
do not include the Overseas territories of these countries, whereas in the formula 
for weighted voting proposed by the United Kingdom representative the figures 
include these colonies, but exclude inter-imperial trade. 
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APPENDIX VIII 
t/ternate Draft of Article 68 
usrvested by the Delegate of Belgium 


Evrecutive Board: Membership 
1. The Executive Board shall consist of eighteen members of the Organization 
a) The six members of the Organization which have the largest international 


(b) The three of the remaining members of the Organization which ve the 
eatest economic importan This importance will be determined on the fo 
owing basis 
Population: one point per 10 million ; 
National income: two points per 000 million dollars 
Percentage of trade to national income: one point per 10‘ 
c) The nine other members of the Executive Board shall be elected by the 
onference among the remaining members of the Organization so as to insure 
adequate representation of the major geographical regions and of any other 
outstanding interest in international trad 
2. The position of the nine permanent members will be revised every three 
vears on the basis of the situation during this period 
The nine non-permanent members of the Executive Board shall be elected 


for a period of three years. At the first election of the non-permanent members, 
three members shall be elected for a term of one year, three for a term of two 
vears, and three for a term of three years. <A retiring member shall be eligible 


for immediate re-election 

1. The designation and elections shall take place in accordance with arrange 
ents to be approved by the Conference with a two-thirds majority of its 
nembers, 

Each member of the Executive Board shall have one representative who may 
ippoint alternates and advisers 


APPENDIX IX 
{llocation of vermanent seats of the Executive Committee 
(Suggested by the Delegate for France) 


In the course of the work of the First Session it became apparent that dif 
ferences of economic structure existing between the countries participating in 
the Conference, particularly us regards their degree of industrial development, 
made it necessary to take intu account, in drafting a Trade Charter, needs which 
were common to certain groups of countries, 

This fact was recognized more specifically in a new chapter of the draft 
Charter, intended to ensure the development of countries with insufficiently 
udvanced economic systems. 

This is clearly a fundamental idea, very closely affecting the realization of 
the aims of the Organization, and it appears to be recognized unanimously 

With this in mind, the delegate for France submits for the Committee’s consid 
eration the following suggestion concerning the allocation of permanent seats 
on the Executive Board. 

“The Member States to be divided into four groups, each group correspond 
ing to a type of economic structure. There would thus be: 

First Group: Highly industrialized countries in whose economic systems 
foreign trade constitutes an essential element 

Second Group: Highly industrialized countries in whose economic systems 
foreign trade represents only a secondary element. 

Third Group: insufficiently industrialized countries in whose economic sys- 
tems foreign trade constitutes an essential element. 

Fourth Group: Insufficiently industrialized countries whose foreign trade 
is little developed.” 

The first group, owing to the fully integrated type of economic system which 
it represents, and which corresponds to the aims pursued by the Organization, 
would have three seats on the Executive Board, 

Each of the three other groups would have two seats, thus making up a total 
of nine permanent seats. 
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Each country would itself be invited to choose the group to which it considered 
it belonged, the choice being endorsed by a vote of the Conference. 

The countries of each group would themselves appoint their representatives to 
the Executive Board, taking into account both the representative character of 
the countries elected and their geographical situation. 

The representatives would be appointed for a period of five years 


APPENDIX X 
Formula for rating economic importance 


(a) Foreign Trade: 20 votes per 1000 million $ 
(b) National Income: 2 votes per 1000 million $ 


(c) Foreign Trade per capita: 1 vote for 25$ 


The above formula, applied to figures for 1938, would yield the following 
results 


( — For ‘ il rra per | | 
trade n cal ‘ 

U.S.A 10 128 1. 23 
U.K. and colonies I 129 () (4¢ 6 (5.4 21 80) 
Fra 5 | es 44 1) ) 0.6 s (f 
U.8. 8. R. (ineludi Latvia, I mia & I 

uania 14 40) 0.2 4 
Netherlands and colonies 42 (1 Q | 1.0 (6 2 
Canada 33 ) 6 45 
India 23 lf 0.2 39 
Belgium and colonies 29 (29 ' 3.2 (7 37 (4 
Italy 2: 11 1.0 35 
China 1s lf 34 
Australia 21 6 6 33 
Sweden HA) 5 6.2 $1 
Argentina 18 t 2.6 25 
Union of South Africa 18 5 5 324 
Switzerland 13 4 6.4 23 
New Zealand y 1.f 10.8 2| 
Czechoslovakia 13 1.6 71 
Norway 10 9 6. 19 
Brazil 12 { 0 17 
Poland y 6 0.6 lf 
Egypt 7 9 Og 1 
Chile F ] q ~ 
Cuba r l ae | ~ 
Lebanon and Syria 1 0.4 9 

! Intra-trade figures excluded. Colonies are excluded in the figures ‘ parent he 

2 Population figures for 1937. 


3 Including gold exports 


APPENDIX XI 


Statement of the United Kingdom delegate on its views regarding the composition 
of the Executive Board 


The following outlines present views of the United Kingdom delegate on the 
composition of the Executive Board: 

1. The Executive Board should consist of seventeen or eighteen Members of the 
Organization, of whom eight should be permanently represented upon it. The 
permanent seats would be allocated to the first eight Members as determined by 
the United Kingdom formula set out in B/PC/T/C.6/W.3. In making the deter- 
mination in the first year a fair balance would be struck between prewar and 
postwar statistics. 

The nine remaining seats would be filled by Members elected by the Conference. 

The United Kingdom has not any settled views upon the basis of such election 
but would support provisions which 

(a) Would yield a fair geographical distribution of at least a proportion 
of seats on the Board; (whether by a specific geographical scheme or other- 
wise) 


(b) Allow for rotation of Members in service on the Board. 
2. In the election weighted votes would be used. 


3. Each Member of the Board should have one vote in all decisions by the 
Board. 








STOCKPILING STRATEGIC AND CRITICAL MATERIALS 5S] 


APPENDIX XII 
Provisions for two-thirds majorities in the draft charter 
Note by the delegate for the United Kingdom 


The Drafting Committee was instructed by the Preparatory Committee at its 
First Session to examine the question of two-thirds majorities “with a view to 
incorporating in the text of the Charter such wording as clearly conveys what is 
intended.” Two forms of wording were agreed upon in London to apply to two 
different types of cases, the first formula “by the affirmative votes of two-thirds 
of the Members” to apply to more important decisions (called “Type 1” in this 
note), the second “by the affirmative votes of two-thirds of the Members present 
und voting” for relatively less important decisions (here called “Type 2”) 

The delegate for the United Kingdom is not entirely satisfied that there 
ufficient ground for making the distinction between the two types of cases in 
vhich two-thirds majorities are required. There are clearly certain decisions 
which it is important should be made only with the support of two-thirds of the 
voting power of all the Members of the Organization, but it could be argued that 
cases in which it is possible to allow the outcome to be dependent on the at 
tendance of Members might equally well be made the subject of a plain majority 
vote. On the other hand, Type 2 would enable decisions to be reached more 
rapidly where required, and would avoid situations arising in which abstentions 
prevented any decision from being reached. In any case it is suggested that it 
might be better to read by way of definition of Type 1, “concurring votes repre 
senting two-thirds of the voting power of all the Members”, and for Type 2, if it 
be retained, “concurring votes representing the voting power of two-thirds of the 
Members present and voting.” 

The following notes are written on the assumption that the distinction between 


the two types is maintained. Type 1 is clearly appropriate in Article 66 (2) 
is it stands (determination of criteria for waiving of obligations) and in Article 
&> (1) and (3) (amendments to the Charter) Type 2 might perhaps suffice in 


Article 66 (5) (acceptance of conventions and agreements) which is at present 
drafted as Type 1. 
Suggestions were made in the discussions at the First Session of the Prepara 
ry Committee (See document E/PC/T/CV/25) for making decisions subject 
to two-thirds majorities in certain other cases where at present no specif 
cedure is laid down (and which would presumably therefore be decided by 
ple majority). The suggestions related to the following articles 
1. Articles 26 (3) (Conditions under which balance of payments res 
tions may be imposed) it is doubtful if a two-thirds majority rule should 


be applied to this It is suggested that in any event it should be confined 
paragraph °& (d)—-determination that the provision is being abused, and 
should be of Type 2 as described above 

2. Article 30, 4 (b) (Subsidies, suspension of rules \ two-t 


jority of Type 1 would seem to be reasonable in this case 

5. Article 34 (Emergency Action) The requirement of a two-thirds ma 
jority* in relation to action by the Organization under the last sentence 
of the proviso to paragraph 4 would seem reasonable 


1. Article 35 (Impairment). <A two-thirds majority in relation 
third sentence of paragraph 2 seems reasonable 

5. Article 40 (e) and (f). (Findings and Recommendations) \ 
thirds majority * seems reasonable 

6. Article 51 (London text) (Principles of commodity arrangements) 
\ two-thirds majority requirement world not seem appropriate It has 


lready been suggested that voting provisions would have to be settled ad 
hoc in the light of the circumstances ef particular commodity arrangements 
There are certain further instances where the proviso for a two-thirds majority 
should be considered 
1. Article 18 (Industrial Development) The two-thirds rule (Type 1) 
might be written into 6 (b) and (¢)—permission to use measures 
sistent with obligations under the Charter 


1 While the importance of these matters might seem to make ‘Type 1' appropriate te 
them, it may be that the need for rapid decisions would be better met by I'vpe 
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2. Article 38, paragraph 4 (New preferences). The two-thirds rule (Type 
1) is already specified as regards criteria and procedures (though not as 
regards the determination of particular applications or waiver), by the ref- 
erence to Article 66, 2 and should remain. 

8. Article 28 (exceptions from non-discrimination). There might be a 
case under paragraph 2 (determination that exceptions are being abused) 
for a two-thirds majority of Type 2. 


APPENDIX XIII 
irticle G8—Necond alternative 


1. The Executive Board shall consist of fifteen members of the Organization 
elected by the Conference, five of whom shall be eligible for immediate re-election. 

2. Subject to the provisions of paragraph 3 one-third of the members of the 
Executive Board shall be elected each year for a term of three years. 

3. Same as first alternative. 
4. Same as first alternative. 


APPENDIX XIV 


Article 68—Third alternative 


1. The Executive Board shall consist of fifteen Members of the Organization 
elected by the Conference. By virtue of their economic importance, six Mem- 
bers shall be appointed as permanent members; nine other Members shall be 
granted non-permanent seats. The total number of seats may be increased by 
a decision of the Conference taken with a two-thirds majority of its members. 

” The non-permanent members of the Executive Board shall be chosen for a 
period of three years. At the first election of the nonpermanent members, three 
members shall be elected for a term of one year and three others for a term of 
two years. A retiring member shall not be eligible for immediate re-election. 

*’. These elections shall take place in accordance with arrangements to be ap- 
proved by the Conference by a two-thirds majority of its members. 

4. Each member of the Executive Board shall have one representative who may 
appoint alternates and advisers. 


APPENDIx XV 
Article 68—Fourth alternative 


1. The Executive Board shall consist of twenty Members of the Organization. 

2. Subject to the provisions of paragraph 3, one-half of the members of the 
Executive Board shall serve for a term of five years and shall be appointed by 
the Members of the Organization having the largest share in the world trade 
and belonging to the following trade groups; Europe (two Directors), North 
America (two Directors), Latin America (two Directors), Asia (two Directors), 
Oceania (one Director) and Africa (one Director). Any change in the relative 
position in world trade of members shall be taken into consideration at the end 
of each term of five years. 

3. One-half of the members of the Executive Board shall be elected annually 
by members of the Conference other than those entitled to appoint a member 
of the Board in accordance with the provisions of paragraph (2). A retiring 
member shall be eligible for immediate re-election. 

4. The Conference, upon the recommendation of the Executive Board, shall 
establish procedures for the purpose of carrying out the provisions of this 
Article. 

5. Each member of the Executive Board shall have one representative and 
may appoint alternates and advisers to its representatives. 


PART ITI—DRAFT GENERAL AGREEMENT ON TARIFFS AND TRADE 


INTRODUCTION 


1. The draft Agreement reproduces many provisions of the Charter. Reserva- 
tions entered by delegates to those provisions of the Charter, which reservations 
will be found in Part II of this Report apply equally to the corresponding 
provisions of the draft Agreement. 
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2. The Drafting Committee considers that there will need to be some provision 
made for the provisional generalization to the trade of governments not parties 
to the General Agreement of the tariff of concessions granted under the Agree- 
ment pending consideration by the International Conference of the question 
whether benefits under the Charter should be extended to non-Members of the 
Organization. However, as the Drafting Committee did not consider the terms 
if Article 36 of the Charter relating to non-Members, it was decided to defer 
consideration of this question until a later stage. 

3. The delegates for Brazil and New Zealand reserved their positions regard- 
ing the non-ineclusion in the draft Agreement of provisions relating to export 
subsidies. The delegates for Brazil and China considered that the provisions 
of Article 12 of the Charter should be included in the draft Agreement. The 
delegate for the United States considered that the provisions contained in 
Article V (Tariff Valuation) and Article XVI (Maintenance of Domestic Em- 
ployment) should not be included in the draft Agreement. 

1. The delegate for Czechoslovakia felt that the same degree of importance 
should be attached to all of those provisions of the Charter that are to become 
effective by virtue of the Protocol to the draft Agreement as is attached to the 
provisions of the Charter which have been reproduced in the Agreement. Should 
this not be possible by including these provisions in the Agreement (properly 
adjusted and simplified) he considered it appropriate to restrict the Agreement 
only to tariffs, preferences and most-favoured-nation treatment and to dispose 
of all other provisions by including them in the Protocol. The delegate for 
China associated himself with the last of the comments made by the delegate 
for Czechoslovakia. 

5. The delegate for Australia stated that his government attached particular 
importance to the terms of the agreement in relation to the coming into force 
of the terms of the Charter as a whole. It therefore reserved its position as to 
whether it was desirable to incorporate in the Agreement the whole of the 
Charter. 

. The draft Agreement is passed on to the Second Session as a werking paper 
without commitment to any government. 

The governments of Australia, Belgium, Brazil, Canada, Chile, China, Cuba, 
Czechoslovakia, France, India, Lebanon, Luxembourg, Netherlands, New Zealand, 
Norway, Union of South Africa, Union of Soviet Socialist Republics, United 
Kingdom and United States’ 

Having been appointed by the Economie and Social Council of the United 
Nations to constitute a Preparatory Committee to make preparations for an 
International Conference on Trade and Employment ; 

Having, in fulfilment of this function, prepared and recommended to the said 
Conference the draft Charter for an International Trade Organization of the 
United Nations (hereinafter referred to as the Charter) the text of which is set 
forth in the Report of the Preparatory Committee of the Economic and Social 
Council 

Desiring to further the attainment of the objectives of the said Conference 
by making effective among themselves such provisions of the above-mentioned 
draft Charter as are applicable at this stage and thus taking such action prior 
to the Conference as will constitute concrete achievement capable of general- 
ization to all countries on equitable terms. 

Hereby agree as follows: 


ARTICLE I 
(ef. Article 14 of the Charter) 


General most-favoured-nation treatment 


1. With respect to customs duties and charges of any kind imposed on or in 
connection with importation or exportation or imposed on the international 
transfer of payments for imports or exports, and with respect to the method 
of levying such duties and charges, and with respect to all rules and formalities 
in connection with importation or exportation, and with respect to all matters 
provided for in Articie II, and advantage, favour, privilege or immunity granted 
by any contracting party to any product originating in or destined for the 





1If, as expected, Syria also participates in the negotiations, it would also be a party 
to the Agreement. 
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territory of any other country, shall be accorded immediately and uncondi 
tionally to the like product originating in or destined for the territories of all 
other contracting parties respectively 


> * * 


ARTICLE IT 


f. Article 15 of the Charter) 
Vational treatment on internal taxation and regulation 


1. The contracting parties agree that neither internal taxes nor other internal 
charges nor internal laws, regulations or requirements should be used to afford 
protection directly or indirectly for any national product 

2. The products of the territory of any contracting party imported into the 
territory of any other contracting party shall be exempt from internal taxes and 
other internal charges of any kind higher than those imposed, directly or indi 
rectly, on like products of national origin 

3. The products of the territory of any contracting party imported into the 
territory of any other contracting party shall be accorded treatment no less 
favourable than that accorded to like products of national origin in respect of 
all laws, regulations or requirements affecting their internal sale, offering for 
sale, transportation, distribution or use of any kind whatsoever. The provisions 
of this paragraph shall be understood to preclude the application of internal 
requirements restricting the amount or proportion of an imported product per 
mitted to be mixed, processed or used Provided that any such requirement in 
force on the day of signature of this Agreement may, subject to the provisions 
of Article VIII, be continued until the expiration of one year from the day on 
Which this Agreement enters into force, This period may be extended in respect 
of any product if the Committee provided for in Article XXII, (hereinafter re 
ferred to as the Committee) concurs that the requirement concerned is less 
restrictive of international trade than other measures permissible under this 
Agreement. 

t. The provisions of paragraphs 1 and 3 of this Article shall not be construed 
to prevent the application, consistency with the provisions of Article VIII, of 
internal laws, regulations or requirements other than taxes relating to the 
distribution or exhibition of cinematograph films. 

5. The provisions of this Article shall not apply to the procurement by gov- 
ernmental agencies of supplies for governmental use and not for resale [nor for 
ise in the production of goods for sale] 


e 
} 
I 


ARTICLE ITI 
(cf. Article 16 of the Charter) 
Freedom of transit 


1. Goods (including baggage) and also vessels and other means of transport 
shall be deemed to be in transit across the territory of a contracting party when 
the passage across such territory, with or without trans-shipment, warehousing, 
breaking bulk, or change in the mode of transport, is only a portion of a com 
plete journey, beginning and terminating beyond the frontier of the contracting 
party across whose territory the traffic passes. Traffic of this nature is termed 
in this Article “traffic in transit.” The provisions of this Article shall not appl) 
to the operation of aircraft in transit. 
2. There shall be freedom of transit through the territories of the contracting 
parties via the routes most convenient for international transit for traffic in 
transit to or from the territories of other contracting parties. No distinction 
shall be made which is based on the nationality of persons, the flag or vessels, 
the place of origin, departure, entry, exit or destination, or on any circum 
stances relating to the ownership of goods or vessels or other means of trans 
port. I 
Any contracting party may require that traffic in transit through its ter- 
ritory be entered at the proper customhouse, but, except in cases of failure to 
comply with applicable customs laws and regulations, such traffic coming from 


* This paragraph, relating to exceptions for preferences of certain categories remaining 
after negotiations, would be agreed upon after the negotiations at the Second Session have 
been completed Meanwhile, the provisions of paragraph 2 of Article 14 and Article 24 
of the draft Charter would apply. 
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or going to the territories of other contracting parties shall not be subject to any 
unnecessary delays or restrictions and shall be exempt from customs duties and 
from all transit duties ‘or other charges imposed in respect of transit, excep 
harges for transportation of those commensurate with administrative expenses 
entailed by transit or with the cost of services rendered 
1. All charges and regulations imposed by contracting parties on traffic i 

transit to or from the territories of other contracting parties shall be reasonable 
having regard to the conditions of the traffie 


5. With respect to all charges, rules and formalities in connection with transit 
each contracting party shall accord to traffic in transit to or from the territory 
of any other contracting party treatment no less favourable than the treatment 
ccorded to traffic in transit to or from any third country 

6. Each contracting party shall accord to products which have been in transit 
through the territory of any other contracting party treatment no less favour 
able than that which would have been accorded to such products had they been 
transported from their place of origin to their destination without going through 
such territory Any contracting party shall, however, be free to maintain its 
requirements of direct consignment (erpédition directe) existing on the day of 
signature of this Agreement in respect of any goods in regard to which such 
direct consignment is a requisite condition of eligibility for entry of the goods 
at preferential rates of duty, or has relation to the contracting party's prescribed 


method of valuation for duty purposes 
ARTICLE IV 


(cf. Article 17 of the Charter) 


{nti dumping and countervailing dutic 


1. No anti-dumping duty or charge shall be imposed on any product of the 
territory of any eontracting party imported into the territory of any othe 
contracting party in excess of an amount equal to the margin of dumping under 
which such product is being imported. For the purposes of this Article, the 
margin of dumping shall be understood to mean the amount by which the price 
of the product exported from one country to another is less than (a) the com 
parable price charged for the like product to buyers in the domestic market 
of the exporting country, or, in the absence of such domestic price, either (b) the 
highest comparable price at which the like product is sold for export to any 
third country in the ordinary course of commerce, or (c) the cost of producti 
of the product in the country of origin plus a reasonable addition for selling 
eost and profit; with due allowance in each case for difference in conditions 
and terms of sale, for difference in taxation, and for other differences affecting 
price comparability 

2. No countervailing duty shal! be imposed on any product of the territor 
of any contracting party imported into the territory of another contracti 
party in excess of an amount equal to the estimated bounty or subsidy dete 
mined to have been granted, directly or indirectly, on the production or export 
of such product in the country of origin or exportation The term “counter 
vailing duty” shall be understood to mean an additional duty imposed for the 
purpose of offsetting any bounty or subsidy bestowed, directly or indire¢ 
upon the manufacture, production or exportation of any merchandis« 

3. No product of the territory of any contracting party imported into the 
territory of any other contracting party shall be subject to anti-dumping or 
countervailing duty by reason of the exemption of such product from duties 
or taxes imposed in the country of origin or exportation upon the like produ 

hen consumed domestically, or by reason of the refund of such duties or taxes 

4. No product of the territory of any contracting party imported into the 
territory of any other contracting party shall be subject to both anti-dumping 





and countervailing duties to compensate for the ame ituation of dumpil 
or export subsidization 


5. No contracting party shall impose any anti-dumping or counterva 
or charge on the importation of any product of the territories of other co 
tracting parties unless it determines that the effect of the dumping or s1 
dization, as the case may be, is such as materially to injure or threaten to inju 
an established domestic industry, or is such as to prevent the establishmer 
of a domestie industry 

6. Nothing in this Article shall preclude parties to a regulatory commod 


} 


agreement conforming to the principles of Chapter VII of the Charter f 


89888—54— pt. 4 S 
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incorporating in such agreement provisions prohibiting, as between themselves, 
the use of anti-dumping duties in cases in which dumping, within the meaning 
of paragraph 1 of this Article, may be permitted under the terms of such an 
acreement, 


ARTICLE V 
(cf. Article 18 of the Charter) 
Turiff valuation 


The contracting parties recognize the validity of the general principles of 
tariff valuation set forth in the following sub-paragraphs, and they undertake 
io give effect to such principles, in respect of all products subject to duties, 
charges or restrictions based upon or regulated in any manner by value, at 
the earliest practicable date Moreover, they undertake upon a request by 
another contracting party, to review the operation of any of their laws or regu- 
lations relating to value for duty purposes in the light of these principles. The 
Committee is authorized to request from contracting parties reports on steps 
taken by them in pursuance of the provisions of this paragraph. 


\lfernative A 


(a) The value for duty purposes of imported products should be based on 
the actual value of the kind of imported merchandise on which duty is assessed, 
the nearest ascertaineble equivalent of such value, and should not be based 
on the value of products of national origin or on arbitrary or fictitious valuations. 


Liternative B 


(a) The value for duty of imported products should be based on their actual 
value as represented by the price at which, at a determined time and place, and in 
the ordinary course of trade between independent buyer and seller, like goods are 
sold or offered for sale in quantities and under conditions comparable to those 
under which the imported goods are sold or offered for sale, or the nearest ascer- 
tainable equivalent of such value. The value should not be based on the value of 
products of national origin or on arbitrary or fictitious valuations. 


i/ternative C 


(a) Where an actual price of imported products is not accepted as the basis for 
determining their value for duty purposes, their assessed value should not be 
based on the value of products of national origin or on arbitrary or spurious 
valuations, but should satisfy clearly defined and stable conditions which conform 
with commercial usage. 


Tert applicable to Alternatives A, B and C 


(0) The value for duty purposes of any imported product should not include 
the amount of any [customs duty or] internal tax, applicable within the country 
of origin or export from which the imported product has been relieved by means 
of refund or made exempt. 

(c) In converting the value of any imported product from one currency to 
another for the purpose of assessing duty, the rate of exchange to be used should 
be fixed in accordance with prescribed standards to reflect effectively the current 
value of each currency in commercial transactions. 

(d@) The bases and methods for determining the value of products subject to 
duties, charges or restrictions based upon or regulated by value should be stable 
and should be given sufficient publicity to enable traders to estimate, with a rea- 
sonable degree of certainty, the amount of duty likely to be imposed. 


ARTICLE VI 
(cf. Article 19 of the Charter) 
Customs formalities 
1. The contracting parties recognize the principle that subsidiary fees and 


charges imposed on or in connection with importation or exportation should be 


* Alternative A represents the text in the United States Draft Charter. Different inter- 
pretations of the words ‘actual value” were given by different delegates who supplied 
ilternatives B and C. 
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imited in amount to the approximate cost of services rendered and should not 
represent an indirect protection to domestic products or a taxation of imports or 
exports for fiscal purposes. They also recognize the need for reducing the number 
and diversity of such subsidiary fees and charges, for minimizing the incidence 
and complexity of import and export formalities, and for decreasing and simpli- 
fying import and export documentation requirements 

2. ‘The contracting parties undertake to give effect to the principles and objec 
tives of paragraph 1 of this Article at the earliest practicable date. Moreover, 
they undertake, upon a request by another contracting party, to review the 
operation of any of their customs laws and regulations in the light of these 
principles. 

3. Except in cases of serious negligence, greater than nominal penalties over 
and above the duty properly payable should not be imposed by any contracting 
party in connection with the importation of any produet of the territory of any 
other contracting party because of errors in documentation which are obviously 
clerical in origin or with regard to which good faith can be established. 

{!. The provisions of this Article shall extend to fees, charges, formalities and 
requirements relating to all customs matters, including: 

(a) consular transactions, such as cousular invoices and certificates 
(1) Quantitative restrictions ; 

(¢) licensing: 

(d) exchange regulations: 

(ie) statistical services ; 

(f) documents, documentation and certification : 

7) analysis and inspection; and 

h) quarantine, sanitation and fumigation 


ArTICLE VII 
(cf. Article 21 of the Charter) 
Publications and administration of trade regulations 


{daanee otice of restrictive regulations 


1. Laws, regulations, judicial decisions and administrative rulings of general 
application made effective by any contracting party pertaining to the classification 
or the valuation of products for customs purposes, or to rates of duty, taxes or 
other charges, or to requirements, restrictions or prohibitions on imports or 
exports or on the transfer of payments therefor, or affecting their sale, distribu- 
tion, transportation or insurance, or affecting their warehousing, inspection, 
exhibition, processing, mixing or other use, shall be published promptly in such 
a manner as to enable traders and governments to become acquainted with them 
Agreements in force between the government or a governmental agency of any 
contracting party and the government or a governmental agency of any other 
country affecting international trade policy shall also be published. This para 
graph shall not require any contracting party to disclose confidential informa 
tion which would impede law enforcement, or otherwise be contrary to the public 
interest or would prejudice the legitimate business interests of particular ente 
prises, public or private 

2. Each contracting party shall administer in a uniform, impartial and reason- 
able manner all its laws, regulations, decisions and rulings of the kind described 
in paragraph 1 of this Article. 

3. No administrative ruling of any contracting party effecting an advance in 
a rate of import duty or other charge under an established and uniform prac- 
tice, or imposing a new or more burdensome requirement, restriction or prohibi- 
tion on imports, or on the transfer of payments therefor, shall, as a general rule, 
and within the limits of administrative practicability, be applied to products 
of the territory of any other contracting party already en route at the time of 
publication thereof in accordance with paragraph 1 of this Article, Provided that 
if any contracting party customarily exempts from such new or increased obli- 
gation products entered for consumption or withdrawn from warehouse for con 
sumption during a period of thirty days after the date of such publication, such 
practice shall be considered in full compliance with this paragraph. The pro- 
visions of this paragraph shall not apply to anti-dumping or countervailing 
duties. 
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ARTICLE VITI 
Schedules of concessions on particular products * 


1. Each contracting party shall accord to the commerce of the other con 

tracting parties the treatment provided for in the appropriate Schedule annexed 
to this Agreement and made an integral part hereof. 
2. No contracting party shall alter the general principles applicable in its 
territory for determining dutiable value and converting currencies so as to 
mpair the value of any of the concessions provided for in the appropriate 
Schedule annexed to this Agreement. 

3. If any contracting party, after the day of signature of this Agreement, 
established or authorizes, formally or in fact, an effective monopoly of the im 
portation of any product for which a maximum rate of duty is provided in 
the appropriate Schedule annexed to this Agreement, the price for such imported 
product charged by the monopoly in the home market shall not exceed the landed 
cost (before payment of any duty) by more than such maximum duty: afte: 
due allowance for internal taxes, transportation, distribution and other expenses 

neident to purchase, sale or further processing and for a reasonable margin of 
profit. For the purpose of applying this margin regard may be had to average 
landed costs and selling prices of the monopoly over recent periods, The mon 
opoly shall, as far as administratively practicable, and subject to the other pro 
Visions of this Agreement, import from the territories of contracting parties 
and offer for sale at prices charged within such maximum margin such quantities 
of the product as will be sufficient to satisfy the full domestic demand for the 
imported product, account being taken of any rationing to consumers of the 
imported and like domestic product which may be in force at that time 


ARTICLE IX 
(cf. Article 25 of the Charter) 
fieneral elimination of quantitative restrictions 


1. Except as otherwise provided in this Agreement, no prohibitions or rest 
tions, other than duties, taxes or other charges, whether made effective through 
quotas, import licenses or other measures, shall be imposed or maintained by any 
contracting party on the importation of any product of the territory of any other 
contracting party or on the exportation or sale for export of any product destined 
for the territory of any other contracting party. 
~. The provisions of paragraph 1 of this Article shall not extend to the 
following: 

(a) Prohibitions or restrictions on imports or exports instituted or maintained 
during the early post-war transitional period which are essential to 

(i) The equitable distribution among the several consuming countries of 
products in short supply, whether such products are owned by private 
interests or by the government of any contracting party 

(ii) The maintenance of wartime price control by a contracting party 
undergoing shortages subsequent to the war; 

(iii) The orderly liquidation of temporary surpluses of stocks owned or 
controlled by the government of any contracting party or of industries de 


It is contemplated that there would appear at an appropriate place in each of the 





Schedules provision along the following lines: “The products of the territories of the 
ontracting parties, enumerated and described in this Schedule, shall, on their importation 
into (name of country be exempt from ordinary customs duties in excess of those set 
forth and provided for in this Schedule, subject to the conditions therein set out Such 
products shall also be exempt from all other duties or charges imposed on or in connee 
tion witl mportatior n excess of those imposed on the day of the signature of this 
Agreement or required to be imposed thereafter under laws of (name of country) in force 
on that day provided that this sentence shall not prevent the Government of (name of 


country) from imposing at any time on the importation of any product a charge equivalent 
to 1 internal tax imposed in respect of the like domestic product or in respect of an article 
from which the imported product has been manufactured or produced in whole or in part 
It is also contemplated that there would be included at an appropriate place in the 
Agreement undertakings designed to prevent the nullification or impairment of the benefits 
f the tariff concessions of the Agreement which would result from any reclassification of 
products at higher rates of duty than those provided for in the Schedules Suct nder 
takines might take the form either of provisions designed to prevent such reclassification 
ng the life of the Agreement, or to prevent the imposition of hi r 





duties 


esulting from such reclassification. or, in cases where neither of these two courses mizht 
he practicable, of provisions for negotiations to restore the previous balance hetween 


s and counter-concessions 
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veloped in the territory of any contracting party owing to the exigencies 

of the war, which it would be uneconomic to maintain in normal conditions 
provided that prohibitions or restrictions for this purpose may not be in 
stituted by any contracting party after the date on which this Agreement 
enters into force except after consultation with other interested contracting 
parties with a view to appropriate international action. 

Import and export prohibitions and restrictions instituted or maintained 
under subparagraph (da) shall be removed as soon as the conditions giving rise 
to them have ceased, and in any event, not later than 1 July 1949, provided 
that this period may, with the concurrence of the Committee, be extended in 
respect of any product for further periods not to exceed six months each 

(b) Export prohibitions or restrictions temporarily applied to relieve critical 
shortages of foodstuffs or other essential products in the territory of the export 
ing contracting party. 

(c) Import and export prohibitions or strictions necessary to the application 
of standards for the classification and grading of commodities in international 
trade 

(d) Export or import quotas applied under regulatory inter-governmental 
commodity agreements conforming to the principles of Chapter VII of the 
Charter. 

(¢) Import restrictions on any agricultural or fisheries product, imported in 
any form, necessary to the enforcement of governmental measures which operate 
(i to restrict the quantities of the like domestic product permitted to be 
marketed or produced or (ii) to remove a temporary surplus of the like domestic 
product by making the surplus available to certain groups of domestic consumers 
free of charge or at prices below the current market level. Any contracting party 
applying restrictions on the importation of any product under this sub-paragraph 
shall give public notice of the total quantity or value of the product permitted 
to be imported during a specified future period and of any change in such 
quantity or value. Moreover, any restrictions applied under (i) of this sub- 
paragraph shall not be such as will reduce the total of imports relative to the 
total of domestic production, as compared with the proportion which might 
reasonably be expected to rule between the two in the absence of the restrictions. 
In determining this proportion the contracting party shall pay due regard to the 
proportion prevailing during a previous representative period and to any special 
factors Which may have affected or may be affecting the trade in the product 
concerned, The contracting party shall consult with any other contracting 
parties which are interested in the trade in question and which wish to initiate 
such consultations 

(f) Import and export prohibitions or restrictions imposed on private trade 
for the purpose of establishing a new, or maintaining an existing, monopoly 
of trade for a state-trading enterprise operated under Article XV. 


ARTICLE X 
(cf. Article 26 of the Charter) 
Restrictions to safeguard the balance of payments 


1. Contracting parties may need to use import restrictions as a means of 
safeguarding their external financial position and as a step toward the restoration 
of equilibrium in their balance of payments on a sound and lasting basis, parti 
ularily in view of their increased demand for imports needed to carry out their 
domestic employment, reconstruction, development or social policies Accord 
ingly, notwithstanding the provisions of Article IX, any contracting party may 
restrict the quantity or value of merchandise permitted to be imported insofar 
as this is necessary to safeguard its balance of payments and monetary reserves 

2. The use of import restrictions under paragraph 1 of this Article shall be 
subject to the following requirements: 

(a) No contracting party shall institute (or maintain) new restrictions or 
intensify existing restrictions except to the extent necessary to stop or to fore 
stall the imminent threat of, or to stop, a serious decline in the level of its 
monetary reserves or, in the case of a contracting party with very low monetary 
reserves, to achieve a reasonable rate of increase in its reserves. Due regard 
should be paid in each case to any special factors which may be affecting the 
level of the contracting party’s reserves, to any commitments or other circum 
stances which may be affecting its need for reserves, and to any special credits 
or other resources which may be available to protect its reserves 
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(b) Contracting parties shall eliminate the restrictions when conditions would 
no longer justify their imposition [or maintenance] under subparagraph (a), 
and shall relax them progressively as such conditions are approached 

(c) Contracting parties shall not apply the restrictions in such a manner 
as to exclude completely imports of any class of goods, 

3. (a) Any contracting party which is not applying restrictions under para 
graphs 1 and 2 of this Article, but which is considering the need for their insti 
tution, shall, before instituting such restrictions (or, in cireumstances in whic! 
prior consultation is impracticable, immediately following upon the institution 
of such restrictions) consult with the Committee as to the nature of its balance 
of-payments difficulties, the various corrective measures which may be avail 
able, and the possible effects of such measures on the economies of other con 
tracting parties. The Committee shall invite the International Monetary Fund 
to participate in the consultations. No contracting party shall be required during 
such discussions to indicate in advance the choice or timing of any particular 
Ineasures which it may ultimately determine to adopt 

(b) The Committee may at any time invite any contracting party applying 
import restrictions under paragraphs 1 and 2 of this Article to consult with it 
about the form or extent of the restrictions, and shall invite a contracting party 
substantially intensifying such restrictions to consult accordingly within thirty 
days. Contracting parties thus invited shall particpate in such discussions 
In the conduct of such discussions the Committee shall consult the International 
Monetary Fund and any other appropriate inter-governmental organization, in 
particular with regard to the alternative methods available to the contracting 
party in question of meeting its balance-of-payments difficulties. The Committee 
shall, not later than two years from the day on which this Agreement enters into 
force, review all restrictions existing on that day and still applied under para 
graphs 1 and 2 at the time of the review. 

(c) Any contracting party may consult with the Committee with a view to 
obtaining the prior approval of the Committee for restrictions which the con 
tracting party proposes under paragraphs 1 and 2 of this article to maintain, 
intensify or institute, or for the maintenance, intensification or institution of 
restrictions under specified future conditions. The Committee shall invite the 
International Monetary Fund to participate in the consultations. As a result 
of such consultations, the Committee may approve in advance the maintenance, 
intensification or institution of restrictions by the contracting party in ques 
tion insofar as the general extent, degree and duration of the restrictions are 
concerned. To the extent to which such approval has been given the action 
of the contracting party applying restrictions shall not be open to challenge 
under sub-paragraph (d), on the ground that such action is inconsistent with 
the provisions of paragraphs 1 and 2 of this Article. 

(7d) Any contracting party which considers that any other contracting party 
is applying import restrictions under paragraphs 1 and 2 in a manner incon- 
sistent with the provisions of those paragraphs or of Articles XI and XII, or in 
“u manner which unnecessarily damages its commercial interests, may bring 
the matter for discussion to the Committee. The contracting party applying the 
restrictions shall then participate in discussions of the reasons for its action. 
The Committee, if it is satisfied that there is a prima facie case that the com- 
Plaining party’s interests are adversely affected, may, after consultation with 
the International Monetary Fund on any matter falling within the competence 
of the Fund, and, if it considers it desirable, after submitting observations to the 
parties with the aim of achieving a satisfactory settlement of the matter in 
question, recommend the withdrawal or modification of restrictions which 
it determines are being applied in a manner inconsistent with the provisions 
of paragraphs 1 and 2 of this Article or of Articles XI and XII or in a manner 
which unnecessarily damages the interests of another contracting party. If 
the restrictions are not withdrawn or modified in accordance with the recom- 
mendation of the Committee within sixty days, such other contracting party 
or parties shall be released from such obligations incurred under this Agree- 
ment towards the contracting party applying the restrictions as the Committee 
may approve. 

(e) The Committee in reaching its determination under sub-paragraph (d) 
shall not recommend the withdrawal or general relaxation of restrictions on the 
ground that the existing or prospective balance-of-payments difficulties of the 
contracting party in question could be avoided by a change in that contracting 
party’s domestic employment, reconstruction, development or social policies. In 
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rrying out such domestic policies, however, contracting parties shall pay due 
egard to the need for restoring equilibrium in the balance of payments on a 
sound and lasting basis 

4. In giving effect to the restrictions on imports under this Article, a contract 
ng party may restrict imports of products according to their relative essentiality 
n such a way as to give priority to the importation of products required by its 
omestic employment, reconstruction, development or social policies and pro 


rammes, In so doing the cantracting party shall avoid all unnecessary damage 
» the commercial interests of other contracting parties 
If there is persistent and widespread application of import restrictions 


nder this Article, indicating the existence of a general disequilibrium which 
s restricting international trade, the Committee shall seek consultation with 


i®@ International Monetary Fund rhe Committee may then, in collaboration 
hroughout with the Fund, initiate discussions to consider whether other meas 
ires might be taken, either by those contracting parties whose balances of pay 
ents are under pressure or by those contracting parties whose balances of 


payments are tending to be exceptionally favourable, or by any appropriate inter 
overnmental organization, to remove the underlying causes of the disequili- 
brium., On the invitation of the Committee contracting parties shall participate 


in such discussions. 

6. Contracting parties recognize that during the next few years all of them 
will be confronted in varying degrees with problems of economic adjustment 
resulting from the war. During this period the Committee shall, when required 


to take decisions under this Article or under Article XII, take full account of 
he difficulties of postwar adjustment 

7. Throughout this Article and Articles XI and XII the phrase “import restric 
tions” includes the restriction of imports by state-trading enterprises to an extent 
vreater than that which would be permissible under Article VIII. 


ARTICLE XI 
(cf. Article 27 of the Charter) 
Non-discriminatory administration of quantitative restrictions 


1. No prohibition or restriction shall be applied by any contracting party on 
the importation of any product of the territory of any other contracting party 
or on the exportation of any product destined for the territory of any other 
contracting party, unless the importation of the like product of all third countries 
or the exportation of the like product to all third countries is similarly prohibited 
or restricted. 

2. Contracting parties shall observe the folowing provisions in applying import 
restrictions: 

(a) The administration of the restrictions should be carried out in such a way 
as to result in a distribution of trade which approaches as closely as possible 
to the shares which the various contracting parties might be expected to obtain 
as the result of international competition in the absence of restrictions. 

(b) Wherever practicable, quotas representing the total amount of permitted 
imports (whether allocated among supplying countries or not) shall be fixed, 
and notice given of their amount in accordance with sub-paragraph 3 (b) of 
this article. 

(c) In eases in which quotas are not practicable, the restrictions may be ap 
plied by means of import licenses or permits without a quota 

(¢@) Import licenses or permits, whether or not issued in connection with 
quotas, shall not (save for purposes of operating quotas allocated in accordance 
with sub-paragraph (e)) require or provide that the license or permit be uti- 
lized for the importation of the product concerned from a particular country 
or source, 

(e) In cases in which a quota is allocated among supplying countries, the 
shares of the various supplying contracting parties should in principle be deter- 
mined in accordance with commercial considerations such as, e. g., price, quality 
and customary sources of supply. For the purpose of appraising such commer- 
cial considerations, the contracting parties applying the restrictions may seek 
agreement with respect to the allocation of shares in the quota with all other 
contracting parties having a substantial interest in supplying the product con 
cerned. In cases in which this method is not reasonably practicable, the con 
tracting party concerned shall allot to contracting parties having a substantial 
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interest in supplying the product, shares based upon the proportions supplied 
from the territories of such contracting parties during a’ previous representative 
period, of the total quantity or value of imports of the product, due account 
being taken of any special factors which may have affected or may be affecting 
the trade in the product. No conditions or formalities shall be imposed which 
would prevent any contracting party from utilizing fully the share of any such 
total quantity or value which has been alloted to it, subject to importation 
being made within any prescribed period to which the quota may relate 

>. (a) In cases in which import licenses are issued in connection with import 
restrictions, the contracting party applying the restriction shall provide, upon 
the request of any contracting party having an interest in the trade in the 
product concerned, all relevant information as to the administration of the 
restriction, the import licenses granted over a past recent period and the distri- 
bution of such licenses among supplying countries, Provided that there shall 
be no obligation to supply information as to the names of importing or supplying 
enterprises 

(b) In the case of import restrictions involving the fixing of quotas, the con- 
tracting party applying the restrictions shall sive public notice of the total 
quantity or value of the product or products, which will be permitted to be im- 
ported during a specified future period and of any change in such quantity or 
value. Any supplies of the product in question which were en route at the time 
at which public notice was given shall not be excluded from entry, Provided that 
they may be counted, so far as practicable, against the quantity permitted to be 
imported in the period in question, and also, where necessary, against the 
quantities permitted to be imported in the next following period or periods, 
and Provided further that if any contracting party customarily exempts from 
such restrictions products entered for consumption or withdrawn from ware- 
heuse for consumption during a period of thirty days after the day of such 
public notice, such practice shall be considered full compliance with this sub- 
paragraph. 

ic) In the case of quotas allocated among supplying countries, the contract 
ing party applying the restriction shall promptly inform all other parties having 
an interest in supplying the product concerned of the shares in the quota, by 
quantity or value, currently allocated to the various supplying countries and 
shall give public notice thereof, 

4. With regard to restrictions applied in accordance with sub-paragraph 2 (e) 
of this Article or under sub-paragraph 2 (e) of Article IX, the selection of a 
representative period for any product and the appraisal of any special factors 
affecting the trade in the product shall be made initially by the contracting party 
applying the restriction, Provided that such contracting party shall, upon the 
request of any other contracting party having a substantial interest in supplying 
that product or apon the request of the Committee, consult promptly with the 
other contracting party or with the Committee regarding the need for an adjust 
ment of the base period selected or for the reappraisal of the special factors 
involved. 

5. The provisions of this Article shall apply to any tariff quota established or 
maintained by any contracting party and insofar as is applicable the principles 
of this Article shall also extend to export restrictions and to any internal regula 
tions or requirements under paragraphs 3 and 4 of Article II 


ARTICLE XII 
(cf. Article 28 of the Charter) 


Erceptions to the rule of non-discrimination 


1. The provisions of Articles IX, X and XI shall not preclude 

(a) Restrictions with equivalent effect to exchange restrictions authorized 
under Section 3 (b) of Article VII of the Articles of Agreement of the Inte! 
national Monetary Fund; 

(b) Prohibitions or restrictions in accordance with sub-paragraph 2 (a) (i) 
or 2 (d) of Article IX; 

(c) Conditions attaching to exports which are necessary to ensure that an 
exporting country receives for its exports its own currency or the currency of 
any member of the International Monetary Fund specified by the exporting 
country; 


(d) Restrictions in accordance with Article X which either 
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(i) are applied against imports from other countries but not as between 
themselves by a group of territories having a comin quota in the Inte 
national Monetary Fund, Provides that such restrictions are in all other 


espects consistent with Article XI, or 

(ii) Assist in the period until 31 December 1951, by measures not involv 
ng substantial departure from the provisions of Article XI a country whose 
economy has been disrupted by war; 


e) Restrictions in accordance with Article X which both 


(i) Provide a contracting party with additional imports above the maxi 

um total of imports which it could afford in the light of the requirements 
of paragraph 2 of Article X if its restrictions were consistent with Articl 
XI and 

ii) Have equivalent effect to exchange restrictions, which are permitted 

to that contracting party under the Articles of Agreement of the International 
Monetary Fund or under the terms of any special exchange agreement, which 
may have been made between the contracting party and the Committee under 
Article XIII, provided that a contracting party, w h is not applyi rest 
tions on payments and transfers for current international transactions, ma 
apply import restrictions under (i) of this sub-paragraph in special cir 
stances and only with the prior approval of the Committee in agreement 


vith the International Monetary Fund 
» If the Committee finds, after consultation with the International Monetary 
Fund on matters within the competence of the Fund, that import restrictions of 
xchange restrictions on payments and transfers in connection with imports are 
eing applied by a contracting party in a discriminatory manner inconsistent 
with the exceptions provided under this Article or in a manner which discrimi 
nates unnecessarily against the trade of another contracting party, the contract 
ng party shall within sixty days remove the discriminations or modify it as 
specified by the Committee, provided that a contracting party may, if it so desires, 
onsult with the Committee to obtain its prior approval for such discrimination, 
under the procedure set forth in paragraph 5 (c) of Article X and to the extent 
that such approval is given, the discrimination shall not be open to challenge 
nder this paragraph 
When three-quarters of the contracting parties have accepted the obli 
gations of Sections 2, 5 and 4 or Article VIII of the Articles of Agreement of 
the International Monetary Fund, but in any event before 31 December 1951, 
the Committee shall review the operation of this Article, in consultation with 
the International Monetary Fund, with a view to the earliest possible elimination 
of any discrimination, under sub-paragraphs 1 (e) (i) and (ii) of this Article, 
which restricts the expansion of world trade 


ARTICLE XITI 
(ef. Article 29 of the Charter) 


Rechange arrangements 


1. The Committee shall seek co-operation with the International Monetary 
Fund to the end that the Committee and the Fund may pursue a co-ordinated 
policy with regard to exchange questions within the competence of the Fund 
and questions of quantitative restrictions or other trade measures with the 
competence of the Committee 

2. Contracting parties shall not seek by exchange action to frustrate the 
provisions of this Agreement and shall not seek by trade action to frustrate the 
purposes of the International Monetary Fund 

5. In order to avoid the imposition of trade restrictions and discriminations 
through exchange techniques and in order to avoid the danger of conflicting 
jurisdiction between the Committee and the International Monetary Fund in 


exchinge matters, the contracting parties shall also undertake membership of 
the International Monetary Fund, provided that any government which is not 
a member of the International Monetary Fund may accept this Agreement if, 


upon acceptance, it undertakes to enter 
agreement with the Committee which wor 
this Agreement, and provided further that a contracting party which ceases 
be a member of the International Monetary Fund shall forthwith enter into a 
special exchange agreement with the Committee, which shall then become } 
of its obligations under this Agreement 





soon as possible into spe ial exchange 


ild become part of its obligations under 
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4. A special exchange agreement between a contracting party and the Com- 
mittee under paragraph 8 of this Article must provide to the satisfaction of the 
Committee, collaborating throughout with the International Monetary Fund, 
that the purposes common to the Committee and the Fund will not be frustrated 
as a result of action in exchange matters by the contracting party in question. 
5. A contracting party which has made such an agreement undertakes to 
furnish the Committee with the information which it may require, within the 
general scope of Section 5 of Article VIII of the Articles of Agreement of the 
International Monetary Fund, in order to carry out its funetions relating to 
such agreement. 

6. The Committee shall seek and accept the opinion of the International Mone 
tary Fund as to whether action by the contracting party in exchange matters 
is permissible under the terms of the special exchange agreement and shall 
act in collaboration with the International Monetary Fund on all questions which 
may arise in the working of a special exchange agreement under this Article, 


ARTICLE XIV 
(cf. Article 30 of the Charter) 
General undertaking regarding subsidies 


If any contracting party grants or maintains any subsidy, including any form 
of income or price support, which operates directly or indirectly to increase 
exports of any product from, or to reduce imports of any product into its territory, 
the contracting party shall notify the Committee in writing as to the extent and 
nature of the subsidization, as to the estimated effect of the subsidization on the 
quantity of the affected product or products imported into or exported from 
the territory of the contracting party and as to the conditions making the sub- 
sidization necessary. In any ease in which it is determined, by consultation 
through the Committee among the contracting parties having an important 
interest in the trade in the product concerned, that serious prejudice to the 
interest of any other contracting party is caused or threatened by any such 
subsidization, the contracting party granting the subsidization shall, upon re- 
quest, discuss with the other contracting party or contracting parties concerned, 
or with the Committee, the possibility of limiting the subsidization. 


ARTICLE XV 
(cf. Article 31 of the Charter) 
Non-discriminatory administration of state-trading enterprises 


1. If any contracting party establishes or maintains a state enterprise, wher- 
ever located, which imports, exports, purchases, sells, or distributes any product, 
or if any contracting party grants exclusive or special priviliges, formally or in 
effect, to any enterprise to import, export, purchase, sell, distribute or produce 
any product, the commerce of other contracting parties shall be accorded treat- 
ment no less favourable than that accorded to the commerce of any country other 
than that in which the enterprise is located in respect of the purchase or sale by 
such enterprise of any product. ‘To this end such enterprise shall, in making 
its external purchases or sales of any product, be influenced solely by commercial 
considerations, such as price, quality, marketability, transportation and other 
terms of purchase or sale, having due regard to any differential customs treat- 
ment maintained consistently with the other provisions of this Agreement. 

2. The provisions of paragraph 1 relating to purchases or imports by state 
enterprises shall apply to purchases or imports of products for re-sale [or for 
use in the production of goods for sale]. With respect to purchase or imports 
by state enterprises of products for governmental use and not for re-sale [or for 
use in the production of goods for sale] contracting parties shall accord to the 
commerce of other contracting parties fair and equitable treatment, having full 
regard to all relevant circumstances. 

3. This Article shall apply to any enterprise, organ or agency in which there is 
effective control by the Government of a contracting party [or over whose 
trading operations the government of a contracting party exercises effective 
control by virtue of the special or exclusive privileges granted to the enterprise] 
for over whose trading operations a government is under the arrangements 
providing for the special or exclusive privileges granted to the enterprise, legally 
entitled to exercise effective control]. 
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ARTICLE XVI 
(cf. Article 4 of the Charter) 
Maintenance of domestic employment 


1. Each contracting party shall take action designed to achieve and maintain 
ill and productive employment and high and stable levels of effective demand 
within its own jurisdiction through measures appropriate to its political, eco- 
nomic and social institutions. 

”. Measures to sustain employment and demand shall be consistent with the 
ither purposes and provisions of this Agreement and in the choice of such 
neasures each contracting party shall seek to avoid creating balance-of-payments 
lifficulties for other contracting parties. 


ARTICLE XVII 
(ef. Article 13 of the Charter ) 
Government assistance to economic development 


1. The contracting parties recognize that special governmental assistance may 
be required in order to promote the establishment or reconstruction of particular 
industries and that such assistance may take the form of protective measures. 
At the same time the contracting parties recognize that an unwise use of such 
measures would impose undue burdens on their own economies and unwarranted 
restrictions on international trade and might increase unnecessarily the diffi- 
culties of adjustment for the economies of other countries. 

” (a) If a contracting party, in the interest of its programme of economic 
development, considers it desirable to adopt any protective measure which 

ould conflict with any other provision of this Agreement, it shall so notify 
the Committee and shall transmit to the Committee a written statement of the 
onsiderations in support of the adoption of the proposed measure. The Com- 

iittee shall promptly inform those contracting parties whose trade would be 

substantially affected by the proposed measure and afford them an opportunity 
of presenting their views. The Committee shall then promptly examine the 
proposed measure in the light of the provisions of this Agreement and the corn 
siderations presented by the applicant contracting party, the views presented by 
the other contracting parties which would be substantially affected by the pro- 
posed measure, and such criteria as to productivity and other factors as it nay 
establish, taking into account the stage of economic development or reconstruc 
tion of the contracting party. 

(b) If, as a result of its examination pursuant to sub-paragraph (a), the 
Committee concurs in any measure which would be inconsistent with any obliga- 
tion which the applicant contracting party has assumed under Article VIII of 
this Agreement, or which would tend to nullify or impair the benefit to such 
other contracting party or parties of any such obligation, the Committee shall 
sponsor and assist in negotiations between the applicant contracting party and 
the other contracting party or parties which would be substantially affected, 
with a view to obtaining substantial agreement Upon such agreement being 
reached the Committee may release the applicant contracting party from the 
obligation in question or from any other relevant obligation under this Agree 
ment, subject to such limitations as may have been agreed upon in the negotia- 
tions between the contracting parties concerned or such further limitations as 
the Committee may impose 

(ce) If, as the result of its examination pursuant to sub-paragraph (a), the 
Committee concurs in any measure, other than those provided for in sub-para- 
graph (0), which would be inconsistent with any other provision of this Agree- 
ment, the Committee may release the applicant contracting party from any obli- 
vation under such provision, subject to such limitations as the Committee may 


ARTICLE XVIII 
(cf. Article 34 of the Charter) 
Emergency action on imports of particular products 


l. If, as a result of unforeseen developments and of the effect of any obliga 
tions incurred under or pursuant to this Agreement, any product is being im- 
ported into the territory of any contracting party in such increased quantities 
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and under such conditions as to cause or threaten serious injury to domestic 
producers of like or directly competitive products (or, in the case of a product 
which is the subject of a concession with respect to a preference, is being im- 
ported under such conditions as to cause or threaten serious injury to producers 
in a territory which receives or received such preference), the contracting 
party shall be free to suspend the obligation in respect of such product in whole 
or in part, or to withdraw or modify the concession to the extent and for such 
time as may be necessary to prevent such injury. 

2. Before any contracting party shall take action pursuant to the provisions 
of paragraph 1 of this Article, it shall give notice in writing to the Committee 
as far in advance as may be practicable and shall afford the Committee and 
those contracting parties having a substantial interest as exporters of the 
product concerned, an opportunity to consult with it in respect of the proposed 
action. In critical and exceptional circumstances such action may be taken pro 
Visionally without prior consultation, Provided that consultation shall be effected 
immediately following upon the taking of such action. 

3. If agreement among the interested contracting parties with respect to the 
action is not reached, the contracting party which proposed to take or continue 
the action, shall, nevertheless, be free to do so, and if such action is taken or 
continued, the affected contracting parties shall then be free, not later than 
sixty days after such action is taken, to suspend, upon the expiration of thirty 
days from the day on which written notice of such suspension is received by the 
Committee, the application to the trade of the contracting party taking such 
action, of such substantially equivalent obligations or concessions under this 
Agreement the suspension of which the Committee does not disapprove In 
eases of abuse the Committee may authorize an affected contracting party to 
suspend obligations or concessions in addition to those which may be substan 
tially equivalent to the action originally taken. 


ARTICLE XIX 
(cf. Article 35 of the Charter) 
Consultation—Nullification or impairment 


1. Each contracting party shall accord sympathetic consideration to, and shall 
afford adequate opportunity for consultation regarding, such representations as 
may be made by any other contracting party with respect to the operation of 
customs regulations and formalities, anti-dumping and countervailing duties, 
quantitative and exchange regulations, subsidies, state-trading operations, sani- 
tary laws and regulations for the protection of human, animal or plant life or 
health, and generally all matters affecting the operation of this Agreement and 
shall, in the course of such consultation provide the other contracting party with 
such information as will enable a full and fair appraisal of the situation which 
is the subject of such representations. 

2. If any contracting party should consider that any other contracting party 
is applying any measure, whether or not it conflicts with the terms of this Agree- 
ment or of its protocols or that any situation exists, which has the effect of 
nullifying or impairing any object of this Agreement or of such Protocol, the 
contracting party or parties concerned shall give sympathetic consideration to 
such written representations or proposals as may be made with a view to affect- 
ing a Satisfactory adjustment of the matter. If no such adjustment can be 
affected, the matter may be referred to the Committee, which shall, after in- 
vestigation, and, if necessary, after consultation with the Economic and Social 
Council of the United Nations and any appropriate inter-governmental organ- 
izations, make appropriate recommendations to the contracting parties con- 
cerned. The Committee, if it considers the case serious enough to justify such 
action, may authorize a contracting party or parties to suspend the application 
to any other contracting party or parties, of such specified obligations or con- 
cessions under this agreement as may be appropriate in the circumstances. If 
such obligations or concessions are in fact suspended, any affected contracting 
party shall then be free, not later than sixty days after such action is taken, to 
withdraw from this Agreement upon the expiration of sixty days from the day 
on which written notice of such withdrawal is received by the Committee. 
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ARTICLE XX 
(ef. Article 37 of the Charter) 
General exceptions 


Subject to the requirement that such measures are not applied in a manner 
hich would constitute a means of arbitrary or unjustifiable discrimination 
vtween countries where the same conditions prevail, or a disguised restriction 
nternational trade, nothing in this Agreement shall be construed to prevent 
ie adoption or enforcement by any contracting party of measures: 
u) Necessary to protect public morals; 
b) For the purpose of protecting human, animal or plant life or health if 
esponding domestic safeguards under similar conditions exist in the import 
country ; 
Relating to fissionable materials; 
(d) Relating to the traffic in arms, ammunition and implements of war and 
such traffic in other goods and materials as is carried on for the purpose of 
pplying a military establishment 
e) In time of war or other emergency in international relations, relating to 
e protection of the essential security interests of a contracting party 
f) Relating to the importation or exportation of gold or silver 
Necessary to secure compliance with laws or regulations which are not 


+ 


onsistent with the provisions of this Agreement, such as those relating to 
istoms enforcement, deceptive practices, and the protection of patents, trade 

rks and copyrights; 

! Relating to the products of prison labour ; 

Imposed for the protection of national tre res of artistic, historic or 

rchaelogical value 
Relating to the conservation of exhaustible natural resources if such 
‘es are taken pursuant to international agreements or are made effective 





conjunction with restrictions on domestic production or consumption ; 
k) Undertaken in pursance of obligations under the United Nations Charter 
r the maintenance or restoration of international peace and security 


ARTICLE XXI 
(cf, Article 38 of the Chartet 


le ritorial application Frontier traffie Customs untons 


In the application of the provisions of this Agreement the territory of each 
ntracting party shall be considered as a single customs territory provided 
that if there are two or more customs territories under the jurisdiction of any 
racting party, each such customs territory Shall be considered as though 
were a separate contracting party 
2. The provisions of this Agreement shall not be construed to prevent: 
a) Advantages accorded by any contracting party to adjacent countries in 
rder to facilitate frontier traffic; or 
b) The formation of a customs union, Provided that the duties and other 
eculations of commerce imposed by any such union in respect of trade with 
ontracting parties shall not on the whole be higher or more stringent than the 
verage level of the duties and regulations of commerce applicable in the con 
stituent territories prior to the formation of such unio 
5. Any contracting party proposing to enter into a customs union shall cor 
sult with the Committee and shall make available to the Committee such informa 
tion regarding the proposed union as will enable it to make such reports and 
recommendations to contracting parties as it may deem appropriate 


rhe contracting parties recognize that there may in exceptional circum 
stances be justification for new preferential arrangements requiring an exception 
to the provisions of this Agreement Any such exception shall conform to the 
criteria and procedures which may be established under paragraph 5 of Article 


XXAIT. 


». For the purpose of this Article a customs territory shall be understood 


to mean any territory within which separate tariffs or other regulations of 
commerce are maintained with respect to a substantial part of the trade o 
ich territory. A “customs union” shall be understood to mean the substitution 
of a single customs territory for two or more customs territories, so that all 
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tariffs and other restrictive regulations of commerce as between the territories 
of members of the union are substantially eliminated and substantially the 
same tariffs and other regulations of commerce are applied by each of the 
members of the union to the trade of territories not included in the union. 


ARTICLE XXII 
Functions and structure of the Interim Trade Committee 


1. An Interim Trade Committee is hereby established on which each con- 
tracting party shall have one representative. 

2. The Committee is authorized to perform such functions as are specifically 
provided for in the other provisions of this Agreement and generally to perform 
any other functions which may be appropriate or necessary for the full imple- 
mentation of this Agreement and its accompanying Protocol. 

3. Each representative on the Committee shall have one yote. 

4. Subject to the provisions of paragraph 5 of this Article, decisions of the 
Committee shall be taken by a majority of the representatives present and 
voting. 

5. The Committee may, by a vote of two-thirds of its members, adopt criteria 
and procedures, including voting procedures, for waiving, in exceptional cir 
cumstances, obligations incurred under this Agreement. 

6. As soon as the International Trade Organization has been established and 
is capable of exercising its functions, the Committee may be dissolved by the 
procedure laid down in paragraph 8 of Article XXIII and its functions and 
assets transferred to the Organization.’ 


ARTICLE XXIII 
Revision, amendment and termination 


1. This Agreement may be amended or revised, by the procedure laid down 
in paragraph 3 of this Article, in the light of the provisions of the Charter for 
an International Trade Organization drafted by the International Conference 
on Trade and Employment, or otherwise. 

2. In the event of the dissolution of the Committee under paragraph 6 of Article 
XXII, this Agreement shall be terminated, provided that those contracting parties 
which became Members of the International Trade Organization may provide 
that such obligations under this Agreement as they may specify shall continue 
in force between themselves as part of the relevant provisions of the said 
Charter. 

8. A decision of the Committee to amend, revise or terminate this Agreement 
under this Article or to dissolve the Committee under paragraph 6 of Article XXII 
shall become effective upon its formal acceptance by two-thirds of the contracting 
parties, communicated to the Secretary-General of the United Nations within such 
period as the Committee may specify. 

4. Any contracting party, which does not communicate its acceptance of such 
decision within the time specified, shall cease to be a member of the Committee 
and a party to this Agreement, provided that it may be re-admitted with the 
concurrence of all the contracting parties, which have accepted such decision, 
upon such conditions as they may prescribe. 


ARTICLE XXIV 
Interpretation and settlement of disputes 


1. Texts of this Agreement in the official languages of the United Nations shall 
be regarded as equally authoritative. 

2. Any dispute arising out of the interpretation or operation of this Agreement 
shall be referred to the Committee which shall deal with it in such manner as it 
deems appropriate. 

ARTICLE XXV 
Entry into force and withdrawal 


1. The original of this Agreement shall be deposited with the Secretary-General 
of the United Nations, who will furnish certified copies thereof to all interested 
governments. 


1It may be necessary to include in this Article a provision regarding contributions to 
the expenses of the Committee. 








STOCKPILING STRATEGIC AND CRITICAL MATERIALS 599 


2. Each government accepting this Agreement shall deposit an instrument of 
acceptance with the Secretary-General of the United Nations, who will inform 
| interested governments of the date of deposit of each instrument of acceptance 
nd of the date on which this Agreement enters into force under paragraph 3 

3. This Agreement shall enter into force on the thirtieth day following the day 
n which instruments of acceptance have been deposited with the Secretary- 
General of the United Nations on behalf of [all] [a stated number] of the govern 

ents represented on the Preparatory Committee of the International Conference 
on Trade and Employment. 

1. Each government accepting this Agreement does so in respect of the metro 
ynolitan territory and of such other territories for which it has international 
esponsibility with the exception of those territories which are self-governing 
n respect of matters provided for in this Agreement. Bach accepting govern 
nent shall notify the Secretary-General of the United Nations of its acceptance 
f this Agreement on behalf of any such self-governing territory willing to unde 
take the obligations of this greement, and upon the date specified in such notifi 
cation the provisions of this Agreement shall become applicable to that territory 

5. Each contracting party shall take such reasonable measures as may be 
available to it to assure observance of the provisions of this Agreement by sub 
rdinate governments and authorities within its territory. 

6. Without prejudice to the provisions of Article XIX, any contracting party 

ay withdraw from this agreement, either on its own behalf or on behalf of 
ut of its territories which is at the time self-governing in the respect mentioned 
n paragraph 4 of this Article, after the expiration of three years from the day 

which this Agreement enters into force, by written notification addressed 
to the Secretary-General of the United Nations. The Secretary-General will 
immediaely inform all other contracting parties The withdrawal shall take 
effect six months from the date of the receipt of the notification by the Secre 
tary-General. 
ARTICLE NXVI 
idherence 


The Committee shall as necessary evolve procedures under which governments 
not parties to this Agreement may adhere to it on terms to be agreed between 
such governments and the Committee. 


ARTICLE XXVII 
The Protocol 


The annexed Protocol signed this day is hereby made an integral part of this 
\vreement. 


DRAFT PROTOCOL TO TILE GENERAL ARGEEMENT ON TARIFFS AND TRADE 


The Governments of Australia, Belgium, Brazil, Canada, Chile, China, Cuba, 
Czechoslovakia, France, India, Lebanon, Luxembourg, Netherlands, New Zealand, 
Norway, Union of South Aferica, Union of Soviet Socialist Republics, United 
Kingdom and United States of America. 

Having this day undertaken, in the General Agreement on Tariffs and Trade, 
to bring into force among themselves measures for the liberalization of world 
commerce provided for in Chapter V of the Charter referred to in the Preamble 
to such Agreement. 

Recognizing the close relationship between such measures and the fulfillment 
of the broad purposes and provisions of the Charter as a whole 

Have agreed as follows: 

1. They undertake to be guided in their international economic relations by 
the following purposes, in accordance with Chapter I of the Charter 

(a) To promote national and international action: 

(i) designed to realize the objectives set forth in the Charter of the United 
Nations and particularly in Article 55 (a) thereof, namely, higher standards 
of living, full employment, and conditions of economic and social progress 
and development; 

(ii) for the expansion of the production, exchange and consumption of 
goods, for the achievement and maintenance in all countries of high and 
steadily rising levels of effective demand and real income, for the develop- 
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ment of the economic resources of the world and for the reduction of tariffs 

and other trade barriers and the elimination of all forms of discriminatory 

treatment in international commerce ; 
(iii) to avoid execessive fluctuations in world trade and contribute to a 
balanced and expanding world economy. 

(b) To further the enjoyment of all contracting parties, on equal terms, of 
access to the markets, products and productive facilities which are needed for 
their economic prosperity and development. 

(c) To encourage and assist the industrial and general economic development 
of the contracting parties, particularly of those still in the early stages of in- 
dustrial development. 

(¢) To facilitate the solution of problems in the field of international trade, 
employment and economic development through consultation and collaboration. 

(e) To enable contracting parties by increasing the opportunities for their 
trade and economic development on a mutually advantageous basis, to avoid re- 
course to measures which disrupt world commerce, reduce productive employ- 
ment or retard economic progress. 

Pending their acceptance of the Charter in accordance with their constitu- 
tional procedures and the entry into force of the Charter, they also undertake 
to observe, and to make effective to the fullest extent of their authority, all of 
the principles and provisions of the following Chapters of the Charter: 

Ill. Employment, effective demand and economic activity 

IV. Keonomic development 

V. General commercial policy 
VI. Restrictive business practice 
Vil Inter-governmental commodity arrangements 


ANNEXES 
ANNEX 1—RESOLUTION REGARDING THE APPOINTMENT OF A DRAFTING COMMITTE! 


Whereas the Preparatory Committee has decided to convene a Second Session 
at Geneva on 8 April 1947, 

And whereas it is desirable that further drafting be done on the basis of the 
work carried out at the First Session before the Commencement of the Second 
Ss: ssion 

The Preparatory Committee of the International Conference on Trade and 
employment 

Hereby appoints a Drafting Committee consisting of representatives of mem 
bers of the Preparatory Committee to meet in New York beginning 20 January 
1947, for the purpose of preparing a Draft Charter based upon the report and 
other documents of the First Session of the Preparatory Committee, 


It is resolved that 

1. It will be the function of the Drafting Committee to prepare a Draft Char 
ter or Articles of Agreement, editing for clarity and consistency the portions 
of the text on which the Preparatory Committee has come to a substantial iden 
tity of views, preparing alternative drafts of those portions on which there re 
mains a division of general views and preparing suggested drafts covering such 
uncompleted portions as are referred to it by the Preparatory Committee, to 
gether with such explanatory notes and commentaries as the Drafting Committee 
may consider desirable and useful. 

2. The Drafting Committee should prepare a report for consideration by the 
Preparatory Committee at its Second Session. 

». The Drafting Committee should complete its work with all possible dispatch 
and in any case not later than 28 February 1947; in order that its report may be 
forwarded to governments for consideration in advance of the Second Session 
of the Preparatory Committee. 

It is suggested that members appoint to the Drafting Committee not more than 
two or three technical experts drawn as far as possible from the delegation 
Which have participated in the work of the First Session of the Preparatory 
Committee 


ANNEX 2—AGENDA 


1. Opening statement by the Acting Secretary-General. 


2. Discussion and adoption of the rules of procedure of the Drafting Com 
mittee. 
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3. Election of the Chairman 

4, Blection of the Vice-Chairman. 

5. Adoption of the provisional agenda. 

6. Discussion of the methods of work of the Drafting Committee. 


7. Discussion and examination of the Report of the First Session of the Pre- 
paratory Committee: 
(a) Chapter III. Employment. 
(b) Chapter 1V. Economic Development. 
(c) Chapter V. General Commercial Policy (together with the Memoran- 
dum on Multilateral Trade-Agreement Negotiations). 
(d@) Chapter V. Restrictive Business Practices. 
(e) Chapter VII. Inter-governmental Commodity Arrangements. 
(f) Chapter I. Purposes. 
(9g) Chapter II. Membership. 
(h) Chapter VIII. Organization. 

8. Preparation and adoption of the Report of the Drafting Committee to the 
Second Session of the Preparatory Committee, consisting of a Draft Charter or 
Articles of Agreement based upon the report and other documents of the First 
Session of the Preparatory Committee, together with such explanatory notes and 
commentaries as the Drafting Committee may consider desirable and useful. 

9, Other items. 


ANNEX 3—REVISED List OF COUNTRIES AND DELEGATES TO THE DRAFTING COMMITTEE 
AUSTRALIA 


Mr. C. E. Morton, Assistant Comptroller-General (Tariffs), Department of Trade 
and Customs. 
Mr. J. G. Phillips, Assistant Economist, Commonwealth Bank of Australia, repre- 
senting Department of the Treasury. 
Mr. A. H. Tange, First Secretary (Economic), Australian Delegation to the 
United Nations. 
BELGIU M-LUXEMBOURG 


Mr. J. Jussiant, Head of the Belgian Economic Mission, London. 
Baron P. de Gaiffier, First Secretary, Belgian Embassy, London. 


BRAZIL 


Senhor Octovio Paranagua, Alternate Executive Director, International Mone- 
tary Fund, Washington, D. C. (Head). 

Senhor José Garrido Torres, Director, Brazilian Government Trade Bureau, 
New York. 

Senhor Roberto de Oliveira Campos, Second Secretary (Economic), Brazilian 
Delegation to the United Nations, 


CANADA 


Mr. Arnold C. Smith, Department of External Affairs. 

Mr. Gordon B. Urquhart, Chief Dominion Customs Appraiser, Department of 
National Revenue, Ottawa. 

Mr. F. A. McGregor, Combines Investigation Commissioner of Canada. 

Mr. Ian M. MacKeigan, Deputy Commissioner, Combines Investigation Commis- 
sion, Ottawa, Canada. 


CHILE 
Senor Pedro Alvarez 
Senior Fausto Soto 
Senor Raul Fernandez 
Seflor Fernando Dalmen, Secretary of Delegation. 


CHINA 


Dr. T, T. Chang, Director, Department of Foreign Trade, Ministry of Economie 
Affairs. 
Mr. K. S. Ma, Member, Tariff Commission, Ministry of Finance 
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CUBA 


Dr. Rufo Lépez Fresquet, Representative of the Treasury in the Nationa] Eco- 
nomic Board, Technical Adviser to the Ministry of Finance. 

Dr. José Antonio Guerra, Representative of the Treasury in the National Eco- 
nomic Board and Statistical Adviser to the Finance Ministry. 

Dr. Guillermo Alamilla, Legal Counsellor to the Cuban Sugar Institute. 

Sefor Erasmo de la Torre, Secretary of Delegation. 


CZECHOSLOVAKIA 


Mr. Ladislav Radimsky, Head (Czechoslovak Delegation to the Uinted Nations) 
Mr. Bohuslav J. Bayer, Alternate (Czechoslovak Minister of Foreign Trade, Di 
vision of Commercial Policy ). 
Mr. Lucian Benda, Czechoslovak Ministry of Foreign Affairs, Economic Depart- 
ment. 
Mr. Benes, Ministry of Finance. 
FRANCE 


Mr. Ernest Lécuyer, Ministry of Foreign Affairs. 

Mr. Jean Royer, Ministry of National Economy. 

Mr. Alexandre Kojeve, Ministry of National Economy. 
Mile. Anne Lissac, Ministry of Foreign Affairs. 


INDIA 


Mr. B. N. Adarkar, M. B. E., Deputy Economic Adviser to the Government of 


India 
Dr. Anwar Iqbal Qureshi, Economic Adviser to the Hyderabad Government. 


LEBANON 


Mr. George Hakim, Counselor of Legation of Lebanon, Washington, D. C., and 
Alternate Delegate to the Economie and Social Council. 
Mr. Edward Ghorra, Acting Consul General of Lebanon, New York. 


NETHERLANDS 


Dr. Simon Korteweg, Administrator, Directorate-General for Foreign Eeonomie 
Relations. 

Professor Doctor E. de Vries, Ministry of Overseas Territories. 

Mr. Phoa Liong Gie, Ministry of Overseas Territories. 


NEW ZEALAND 


Mr. T. O. W. Brebner, Counsel General, New York 
Mr. L. S. Nicol, Official Representative of Customs Department, London. 
Mr. G. D. L. White, Economic Stabilization Commission, Wellington, New Zealand. 


NORWAY 


Hi. &. M. Erik Colban, Ambassador. 
Mr. Knut Lykke, Counsellor of the Norwegian Embassy in Washington. 


UNION OF SOUTH AFRICA 


Dr. W. C. Naudé, Economic Adviser to the High Commissioner in the United 
Kingdom. 
Mr. S. G. Sandilands, Representative of Customs Department, New York. 


UNITED STATES OF AMERICA 


Mr. John Leddy, Representative, Division of Commercial Policy, Department of 
State. 

Dr. H. M. Catudal, Department of State. 

Mr. Robert Terrill, Associate Chief, Division of International Resources, De- 
partment of State. 

Mr. William T. Phillips, Special Assistant on Commodity Policy, International 
Resources Division, Department of State. 

Mr. Edward H. Kellogg, Division of International Organiaztion Affairs, De- 
partment of State. 
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UNITED KINGDOM 


Mr. R. J. Shackle, C. M. G., Board of Trade (Head). 
Miss M. Turnbull (Personal Assistant to Mr. Shackle). 
Mr. J. E. S. Faweett, Foreign Office (Legal Adviser). 
Miss M. F. Hardie, Board of Trade. 


OBSERVERS 


Food and Agriculture Organization 
Mr. McDougal 
Mr. Karl Olsen 
Mr. Paul Lamartine Yates 
Mr. Mordecai Ezekiel 
Inte rnational Labour Office 
Mr. D. C. Tait 
International Bank 
Mr. Axel F. Luxford 
International Monetary Fund 
Mr. Ervin P. Hexner 
MEXICO 


Sefor Luis Ibargiien, Secretary of the Mexican Embassy, Washington, D. C. 


COLOMBIA 
Senor Alberto Samper. 





Exuisit No. 8 


REPORT ON INFORMAL HEARINGS ON PROPOSED CHARTER FOR AN 
INTERNATIONAL TRADE ORGANIZATION, FEBRUARY 25-MARCH 12, 
1947 


BACKGROUND OF HEARINGS 


In order to afford all interested persons and groups an opportunity to present 
their views and to make suggestions for improvement, the Executive Committee 
cn Economie Foreign Policy decided on December 27, 1946, to sponsor a series 
of informal hearings throughout the Nation on the preliminary draft charter 
for an International Trade Organization. The hearings were scheduled for 
2-day sessions in each of 7 cities: Boston, Chicago, Denver, New Orleans, New 
York, San Francisco, and Washington. 

United States Department of Commerce field officers were given general respon- 
sibility for making arrangements for the hearings in each city. In addition to 
physical facility arrangements, they gave full local publicity to the hearings 
through the press, radio, and contacts with business, farm, labor, civic and other 
organizations. Early in February, a Department of State representative visited 
each of the cities for 2 or 3 days to assist in assuring that all interested persons 
were afforded an opportunity to present their views. 

Members of the panels who were sent out to conduct the hearings in each city 
were drawn from all Government agencies represented on the Executive Com- 
mittee on Economic Foreign Policy. 

Interested persons and organizations were invited to present their views orally 
or in writing. Each person wishing to appear at the hearings was requested to 
notify the Executive Committee on Economic Foreign Policy sufficiently in ad- 
vance of the hearings to enable the executive secretary of the committee to 
schedule appearances. Persons who failed to notify the executive secretary in 
time to be scheduled were asked to arrange for their appearance with the secre- 
tary of the hearings panel at the time of the hearings. In most cases it was pos- 
sible to work these persons into the prearranged 2-day schedule. In San Fran- 
cisco, however, it was necessary to schedule an additional half-day session. 


HEARINGS PROCEDURE 


The time allotted each person for presentation of views varied from city to 
city, being determined by the panel secretary after the total number of persons 
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to be heard was known. Moreover, there was considerable variation in the 
length of time required by witnesses; some required no more than 5 or 10 
minutes; most needed between 15 and 20 minutes; a few required the greater 
part of an hour for presentation of their views. In all cases, the panel sought 
to hear everything any person had to say. 

Presentation of oral views varied in character also. Some persons read from 
prepared statements; others spoke from notes. Many used a part of their 
scheduled time to raise questions relating to the charter with panel members. 
Informality and freedom of expression were encouraged. In only one respect 
was testimony limited. Because of their limited jurisdiction, the panels did not 
entertain discussion relating to specific tariffs on specific commodities. 

At the end of each person’s statement, panel members frequently asked ques- 
tions to clarify issues raised or made statements to correct misunderstanding. 


SUMMARY OF APPEARANCES 


Two hundred and twenty-three persons, representing almost every type of eco- 
nomic, civic, labor, and religious organization, orally presented their views on the 
proposed charter during the course of the hearings. San Francisco led the list 
with 49 personal appearances. New York was next with 45; Boston with 35; 
Washington, 28; New Orleans, 24; Chicago, 22; and Denver, 20. 

Business and professional associations (including cooperative and farm or- 
ganizations) were most numerously represented at the hearings, with 109 per- 
sons appearing in their behalf. Civic organizations were represented by 41 per- 
sons Individual business establishments were next with 24 representations. 
Representatives of labor, consumer, religious, and veterans’ organizations were 
represented by 17, 6, 11. and 2 persons, respectively. Other presentations were 
made by a mayor, educators, students, and port authority representatives. 

Witnesses appeared on behalf of 50 national organizations. Of these, 27 were 
business and farm organizations; 28 were civic, labor, consumer, religious and 
veterans’ organizations. 

Geographically, witnesses were drawn from 20 States! and the District of 
Columbia. 

ATTITUDES EXPRESSED TOWARD PROPOSED CHARTER 


Aside from the indication of widespread support from every type of organiza- 
tion for the proposed charter for an international trade organization, the most 
impressive revelation at the hearings was the amount of careful study that 
witnesses had given to the proposed charter. Critical evaluation was evident and 
thoughtful suggestions were contained in the testimony of the vast majority of 
persons and organizations who presented their views. There were, to be sure, 
many suggestions and criticisms but for the most part, these were made in the 
spirit of improving the proposed charter. 

Two hundred and forty-five organizations and persons expressed their views 
on the proposed charter orally or in writing. Of these 208 endorsed the prin- 
ciples and objectives of the proposed charter. Over 150 endorsed the charter 
almost without qualification. Only 16 witnesses took a position in general oppo- 
sition to the charter. 

General approval of the proposed charter, with little or no qualification came 
from representatives of almost every type of economic and civic organization. 
In this group, individual business establishments and business and farm organi- 
zations were most numerous—74 of 165—but equally strong support was given 
by civic, religious, labor, consumer, and veterans’ organizations, The testimony 
of most of this group indicated that their statements were prepared only after 
careful study of the document under consideration. 

Typical of many organizations of its kind, the San Francisco Chamber of 
Commerce expressed “its keen desire for the success of the negotiations which 
will shortly be undertaken to complete the drafting of the charter and to estab- 
lish the International Trade Organization as an organ of the United Nations.” 

Anna Lord Strauss, president of the League of Women Voters of the United 
States, indicated her organization’s ‘“wholehearted support for United States 





1 Alabama, California, Colorado, Connecticut, Illinois, Indiana, Kentucky, Louisiana, 
Massachusetts, New Jersey, New York. Ohio, Oregon, Pennsylvania, Rhode Island, Tennes- 
see, Texas, Utah, Washington, and Wisconsin, 


: 
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leadership in a broad program of expanding world trade and employment.” 
After referring to their previous support of the International Bank and Mone- 
tary Fund, and the Food and Agriculture Organization, she said “by convention 
action, the league is supporting an International Trade Organization as a neces 
sary part of this total economic program.” 
Speaking in behalf of the Congress of Industrial Organizations, Michael Ross 
said his oganization “supports without reservation the effort to set up an Inte 
itional Trade Organization * * * as an essential part of the machinery required 
accomplish the purposes of the United Nations Charter.” 
Mr. Charles P. Taft, president and speaking in behalf of the Federal Council 
f Churches of Christ in America, observed that opponents of the program offer 
no alternative 
* except the adoption of the methods of state foreign trading and bi 
lateral ‘Yankee’ deals which were developed if not invented by the Nazis, for 
e purpose of waging economic warfare during the period between the Great 
Wars 
rhat alternative is in effect the adoption of state socialism in foreign trade, 
d will drive us to a considerable measure of state socialism at home 
Che middle ground is the only real possibility, a goal of many-directiona] 
mmerce around the world as free as practicable, of private and governmental 
restrictions, but conceding whatever is shown to be absolutely necessat to 
neet the actual situation of these war devastated economies of our allies and 
r friends 
‘The proposed International Trade Organization is just that, and is therefore 
effect, the only possible way in which we can go.” 
Forty-three persons expressed general approval of the proposed charter 


on behalf of their organizations but made several specific suggestions or 
expressed reservations with respect to certain aspects of the charter. Twenty 
nine of these represented business and farm associations In almost all of 


these cases the suggestions were designed to implement the principles and objec- 
tives of the charter, not to weaken them. 

The American Farm Bureau Federation, for example, pointed to its long 
record in favor of international economic cooperation and cited in support a 
resolution passed by their annual meeting held in San Francisco in December 
1946. “I am convinced,” President O'Neal said, “that the establishment of this 
proposed International Trade Organization offers an opportunity to conduct 
international trade more nearly on a basis in line with our ideals of free enter 
prise than could be possible otherwise.” 

President O'Neal went on, however, to make a number of thoughtful sug 
gestions with respect to the charter. He indicated, for eXample, his organi 
zation’s belief that “the charter should be drawn in such a manner that export 
subsidies on certain basic agricultural products could be used in the event that 
it is necessary to prevent widespread chaos in some of our basie agricultural 
industries.” He expressed pleasure at the inclusion of chapter VII, which deals 
with intergovernmental commodity arrangements, but raised a question about 
the desirability, in article 51, of giving importing countries an equal voice with 
exporting countries. Mr. O’Neal expressed concern about the little emphasis 
in the proposed charter upon using nongovernmental groups in an advisory 
capacity. On the whole, the American Farm Bureau Federation, like others 
in this group, supported the program, while at the same time making suggestions 
for its improvement. 

A third group of persons, 21 in all, had little or nothing to say by way of 
approval or disapproval of the proposed charter, but most of them expressed 
some concern about the possible impact of the proposed International Trade 
Organization on their own industries. A few of this group suggested the inclu 
sion or more explicit coverage of their own interests 

The California Walnut Growers Association, for example, in its testimony 
said: “The basic assumption [of the ITO] is that protective tariffs are evils 
This has serious implications for the American nut industries and many others 
Like the reciprocal trade treaties, which always contemplate tariff cuts and 
never any increases, ITO is to be a tariff-reducing agency. * * * The American 
walnut industry fears ITO because of the very obvious threat to its tariff pro 
tection.” 


e 












606 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


The National Bankruptcy Conference suggested “that the International Trade 
Organization has a unique opportunity at this time to write into its charter a 
provision at one stroke * * * establishing equal treatment for all creditors 
in the courts of nations participating in the Organization or subscribing to its 
principles.” 

Sixteen persons expressed general opposition to the proposed charter. Thir- 
teen of these were business associations; three were representatives of indi- 
vidual establishments. Eight of the sixteen represented textile interests ; 3, food 
products: 1, shoe and leather; 1, petroleum; 1, exporter and importer; 1, 
shipping; and 1, a more general organization, the American Tariff League. 

Mr. Henry D. Molnar, representing Trans-Atlas et Cie., Ltd., criticized the 
charter as impractical in all aspects and suggested that a new charter be 
formulated by representatives of business and banking. The American Lace 
Manufacturers Association referred to chapter VII on intergovernmental com- 
modity agreements as a plan for world collectivism. 

The American Tariff League described the charter as “voluminous, wordy, diffi- 
enlt to study and comprehend, and frequently ambiguous and lacking in clarity.” 
Further, the league observed, “the charter is confusing. It sets forth many 
basic principles and then proceeds to riddle them with exceptions, so that it ends 
by blessing not only the desirable world trade practices but virtually all the 
undesirable ones as well.” 


WRITTEN VIEWS 


Only five detailed written briefs relating to the proposed charter were sub- 
mitted to the Executive Committee on Foreign Economic Policy on behalf of 
organizations which did not appear at the hearings to present their views 
orally. There were, in addition, however, 17 letters, resolutions, and telegrams 
in response to the invitation in the original press release announcing the hearings. 
In sum, there were only 22 persons and organizations who chose to present their 
views in writing rather than in person. 

All of the written communications endorsed the objectives and general struc- 
ture of the proposed International Trade Organization. Four of the five written 
Lriefs, however, made specific suggestions for modification of the proposed 
charter. The remaining brief and the other written communications endorsed 
the proposed ITO without qualification. Most of the letters from individuals 
did not indicate the degree to which the endorsement resulted from careful 
study of the proposed charter. 


EVALUATION OF THE HEARINGS 


The Executive Committee on Economic Foreign Policy has been gratified by 
the results of the hearings. Two or three things stand out. In the first place, 
interest in constructive measures to assure international economic cooperation 
was revealed as considerably greater than had been supposed. From this flowed 
the second revelation of importance: most of the persons who appeared at the 
hearings had studied the proposed charter with care. Third, in every city visited 
by the hearings panels, deep satisfaction was expressed that the charter was 
taken to the public for examination and criticism at this relatively early stage 
of its development. Finally, and most important, many thoughtful criticisms 
and suggestions for improvement of the charter were received. It was, of course, 
exactly this that inspired the hearings in the first place. 

The Executive Committee on Economie Foreign Policy is now completing a 
series of meetings in which the many suggestions received at the hearings have 
been carefully studied and evaluated. The results of these deliberations will be 
transmitted to the United States delegation for its guidance in the second meet- 
ing of the Preparatory Committee for an International Conference on Trade 
and Employment to be held in Geneva, Switzerland, beginning April 10, 1947. 


ATTACHMENT 1 
PANEL MEMBERS ASSIGNED TO EACH OF THE HEARINGS CITIES 


WASHINGTON, FEBRUARY 25-26, 1947, DEPARTMENT OF STATE BUILDING 


Willard L. Thorp, Assistant Secretary of State, chairman. 
Lynn R. Edminster, Vice Chairman, Tariff Commission. 
David A. Morse, Assistant Secretary of Labor. 
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L. A. Wheeler, Office of Foreign Agricultural Relations, Department of Agri- 
culture. 4 

Thomas C. Blaisdell, Jr., Assistant to Secretary of Commerce for International 
Trade. 

Andrew Overby, Special Assistant to Secretary of Treasury. 

Secretary: Ellsworth Carlson, Department of State. 


NEW YORK CITY, FEBRUARY 27-28, 1947, HOTEL ASTOR 


Willard L. Thorp, Assistant Secretary of State, chairman. 

Edgar B. Brossard, Commissioner, Tariff Commission 

Thomas C. Blaisdell, Jr., Assistant to Secretary of Commerce of International 
Trade. 

Secretary : Ellsworth Carlson, Department of State. 


BOSTON, MARCH 3-4, 1947, FEDERAL POST OFFICE BUILDING 


Harry C. Hawkins, minister-counselor for economic affairs, American Embassy, 
London. 

Edgar B. Brossard, Commissioner, Tariff Commission. 

Frank M. Shields, Chief, Commercial Policy Staff, Department of Commerce. 

Secretary : Edmund Kellogg, Department of State. 


CHICAGO, MARCH 3-4, 1947, UNITED STATES COURTHOUSE 


Donald D. Kennedy, Chief, Division of International Resources, Department of 
State, chairman. 

John M. Cassells, Chief of British Commonwealth Division, Department of 
Commerce. 

George Bronz, special assistant to the General Counsel, Treasury Department. 

Secretary: Willis C. Armstrong, Department of State. 


DENVER, MARCH 10-11, 1947, POST OFFICE BUILDING 


Donald D. Kennedy, Chief, Division of International Resources, Department 
of State, chairman. 

John M. Cassells, Chief of British Commonwealth Division, Department of 
Commerce. 

George Bronz, special assistant to the General Counsel, Treasury Department. 

Secretary: Willis C. Armstrong, Department of State. 


NEW ORLEANS, MARCH 3-4, 1947, INTERNATIONAL HOUSE AUDITORIUM 


Clair Wilcox, director, international trade policy, Department of State, chairman, 

John H. G. Pierson, adviser to Assistant Secretary in Charge of Labor Relations, 
Department of Labor. 

Nathan Ostroff, General Counsel, Office of International Trade, Department of 
Commerce. 


SAN FRANCISCO, MARCH 10-12, 1947, UNITED STATES CUSTOMS COURT, APPRAISERS 
BUILDING 


Clair Wilcox, director, international trade policy, Department of State, chairman, 

John H. G. Pierson, adviser to Assistant Secretary in Charge of Labor Relations, 
Department of Labor. 

Murray Thompson, price analyst, Office of Price, Department of Agriculture. 

Nathan Ostroff, General Counsel, Office of International Trade, Department of 
Commerce. 

John P. Gregg, Commissioner, Tariff Commission. 

Secretary: Robert P. Terrill, Department of State. 
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ATTACHMENT 2 


Distribution of organizations and persons presenting oral views at ITO hearings, 
Feb. 25—Mar, 12, 1947 





Cities 
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Wash- New New : 
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ATTACHMENT 8 


Attitudes expressed toward proposed ITO Charter at hearings, Feb. 25—-Mar. 12, 


1947, by organization * 


Att les expre 
General Little con 
Or t ppe it hear General pr ] nent o1 
ul ( ] ecifi charter Gener Lot 
few, if ar iggestions,| suggestions | oppositi 
( I or on special 
reset iol terest 
Business and professional organizations (includ 
ing co-op and farm or ization 56 29 18 13 116 
Individual business establishment 18 2 28 
Civic organizatio 4] I 42 
Labor organizations 10 3 l 
Religious organizations lj l 18 
Consumer organization 3 3 6 
Veterans’ organizations 2 2 
Miscellaneous 2 18 l 1 20 
Potal 165 43 21 6 245 


Includes 22 briefs, resolutions and other communications from persons and organizations not appearing 
at hearings, 
2 Includes mayor of New Orleans, educators, port authority representatives, students, and unclassified 
individuals. 


ATTACHMENT 4 
ORGANIZATIONS WHICH PRESENTED THEIR VIEWS ON THE PROPOSED ITO CHARTER 


(This list does not include port authority representatives or individuals ap- 
pearing on their own behalf.) 


ORGANIZATIONS GENERALLY APPROVING THE PROPOSED CHARTER, WITH OR WITHOUT 
QUALIFICATIONS 


Advertising Association of the West, 530 Monadnock Building, San Francisco, 
Calif. 

American Arbitration Association, 9 Rockefeller Plaza, New York, N. Y. 

American Association for the United Nations, Inc., 422 E. and C. Building, Den- 
ver, Colo. (appeared in Boston, Denver, and New York). 

American Association of University Women, 1634 I Street NW., Washington, 
D. C. (appeared in Chicago, Denver, New Orleans, San Francisco, and Wash- 
ington). 
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American Cotton Shippers’ Association, New Orleans, La 

American Federation of State, County, and Municipal Employees, AFL, Chicago, 
Lil. 

American Marketing Association, San Francisco Chapter, San Francisco, Calif. 

American Unitarian Association, 25 Beacon Street, Boston, Mass. 

Americans United for World Government, Inc., 1860 Broadway, New York, N. Y. 

American Veterans of World War II, 724 9th Street NW., Washington, D. C. 

American Watch Assemblers’ Association, Inc., 8 Bridge Street, New York, N. Y. 

Apex Tire & Rubber Co., Pawtucket, R. I. 

Association of Food Distributors of New York, the American Spice Trade Asso- 
ciation, and Catz American Co., Inc., 99 Hudson Street, New York, N. Y. 


~2 


Atlantic Fisheries Union (AFL), 25314 Northern Avenue, Boston, Mass. 

Bashian Manufacturing Co., Crane Court, Boston, Mass. 

jay Area Maritime Committee, 465 California Street, San Francisco. 

Birmingham Chamber of Commerce, Birmingham, Ala. 

Boston Chamber of Commerce, 80 Federal Street, Boston, Mass. 

Boston Young Women’s Christian Association, 140 Clarendon Street, Boston, 
Mass. 

Burlap & Jute Association, 425 West 25th Street, New York, N. Y. 

Burley Leaf Tobacco Dealers’ Association and Exporters’ Association, Louisville, 
Ky. 

California Farm Bureau Federation, Berkeley, Calif. 

Canners League of California, 64 Pine Street, San Francisco 

Catholie Association for International Peace, Washington, D. C. 

( 

( 


‘atholic War Veterans, Empire State Building, New York, N. Y. 

hamber of Commerce and Board of Trade of Philadelphia, 17th and Sansom 
Streets, Philadelphia, Pa. 

Chamber of Commerce of the United States, Washington, D. C. 

Chicago Association of Commerce and Industry, 1 North La Salle Street, Chicago, 
Ill. 

Church Federation of Greater Chicago, 77 West Washington Street, Chicago, Tl. 

Church Peace Union, 70 Fifth Avenue, New York, N. Y. 

Citizens Conference on International Economie Union, 370 Lexington Avenue, 
New York, N. Y. 

Commerce & Industry Association of New York, Inc. (Interchemical Corp.), 
350 Fifth Avenue, New York, N. Y 

Commission on Justice and Peace of the Central Conference of American Rabbis, 
Vine Street Temple, Nashville, Tenn. 

Committee on Just and Durable Peace, Washington, D. C 

Congregational Christian Women’s Fellowship of Greater Chicago, 525 Ash 
Avenue, Winnetka, Ill. 

Denver Industrial Council, Congress of Industrial Organizations, Denver, Colo. 

Congress of Industrial Organizations, Department for International Affairs, 
718 Jackson Place NW., Washington, D. C. 

CIO Maritime Committee, 980 F Street NW., Washington, D. C. 

The Council for Social Action of the Congregational Christian Churches of the 

United States of America, 289 Fourth Avenue, New York, N. Y. 

Denver Exporter’s Club, Denver, Colo. 

Down Town Association, 57 Post Street, San Francisco, Calif. 

Dried Fruit Association of California, 1 Drumm Street, San Francisco, Calif. 

Edmond Weil, Inc., 100 Gold Street, New York, N. Y. 

Elbert & Co., Inc., 2 Broadway, New York, N. Y. 

kxport Managers’ Club of Chicago, 1 North La Salle Street, Chicago, Il. 

Export Managers’ Club of New Orleans, Post Office Box 433, New Orleans, La 
(Also represented H. S. Renshaw, Inc., Balter Building, New Orleans, La.). 

Export Managers’ Club, 2 Lafayette Street, New York, N. Y. 

Export Managers’ Association of San Francisco, Associated Commercial Co., Inc., 
461 Market Street, San Francisco, Calif. 

Far East-America Council of Commerce and Industry, Inc., 30 Rockefeller 
Plaza, New York. N. Y. 

Federal Council of the Churches of Christ in America, 906 First National Bank 
Building, Cincinnati, Ohio. 

First Unitarian Church, New Orleans, La. 

The First Unitarian Church of Denver, 1870 Broadway, Denver, Colo. 

Flax & Fibre Institute of America, 6423 North Newgard Street, Chicago, TI. 

Food for Freedom, Inc., 1002 11th Street NW., Washington, D. C. 
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Foote, Cone & Balding, Russ Building, San Francisco, Calif. 

Foreign Traders Association of Philadelphia, Inc., 133 South 36th Street, Phila- 
delphia, Pa. 

Fred Leighton, Inc., 24 University Place, New York, N. Y. 

Gardner-Denver Co., Denver, Colo. 

Gates Rubber Co., Denver, Colo. 

General Federation of Women’s Clubs, 1734 N Street NW., Washington, D. C., 
(appeared in Chicago, Denver, New Orleans, New York, San Francisco, and 
Washington). 

Gillette Safety Razor Co., 15 West First Street, Boston, Mass. 

Golden Gate Paint, Varnish & Lacquer Association, 925 Hearst Building, San 
Francisco, Calif. 

Harold Bernstein & Co., Inc., 1071 Sixth Avenue, New York, N. Y. 

Harnischfeger Corp., Milwaukee, Wis. 

Hemisphere Trading Co., New Orleans, La. 

Illinois Agricultural Association, 608 South Dearborn, Chicago. 

Illinois Manufacturers Association, 120 South La Salle Street, Chicago. 

International Apple Association, 154 East Avenue, Rochester, N. Y. 

International House, Gravier and Camp Streets, New Orleans, La. 

International Market, Laredo, Tex. 

Kapok Association, 10 East 40th Street, New York, N. Y. 

League of Women Voters of the United States, 726 Jackson Place NW, Wash- 
ington, D. C. (appeared in each of the hearing cities). 

Manufacturers Association of Connecticut, Hartford, Conn. 

Marine Exchange of the San Francisco Chamber of Commerce, 465 California 
Street, San Francisco, Calif. 

Memphis Chamber of Commerce, and Memphis International Center, Memphis, 
Tenn. 

Mid-Continent World Trade Council, 500 Natchez Street, New Orleans, La. 

Morton Co., 114 State Street, Boston, Mass 

Myles Salt Co., Ltd., Post Office Box 329, New Orleans, La. 

National Association of Consumers, Washington, D. C. (appeared in Boston, 
Chicago, New York, San Francisco, and Washington). 

National Coat and Suit Industry Recovery Board, 450 Seventh Avenue, New 
York, N. ¥ 

National Cooperatives, Inc., 343 South Dearborn, Chicago, I. 

National Council of American Importers, Inc., 45 East 17th Street, New York, N. Y. 

National Council of Jewish Women, Inc., 1819 Broadway, New York City, N. Y. 
(appeared in Chicago, Denver, New Orleans, San Francisco, and Washington). 

National Farmers Union, Denver, Colo. 

National Federation of Business and Professional Women’s Clubs, 171 West 44th 
Street, Indianapolis, Ind. (appeared in Boston, Chicago, New Orleans, New 
York, San Francisco, and Washington). 

National Foreign Trade Council, Inc., 26 Beaver Street, New York, N. Y. 

National Peace Conference, 8 West 40th Street, New York, N. Y. 

National Women’s Trade Union League of America, 317 Machinists Building, 
W'ashington, D. C. (appeared in Boston, Chicago, New York, San Francisco, 
and Washington). 

New England Export Club, Inec., Boston, Mass. 

New England Manufacturing Jewelers’ and Silversmiths’ Association, Provi- 
dence Biltmore Hotel, Providence, R. I. 

New York Board of ‘Trade, 291 Broadway, New York, N. Y. 

The Norton Co., Worcester, Mass. 

Oakland Chamber of Commerce, 417 14th Street, Oakland, Calif. 

Oakland Foreign Trade and Harbor Club, Chamber of Commerce Building, 417 
14th Street, Oakland, Cailf. 

The Olive Oil Association of America, Inc., 57 Laight Street, New York, N. Y. 

Overseas Automotive Club, Inc., 330 West 42d Street, New York, N. Y. 

Pacific American Steamship Association, 405 Montgomery, San Francisco, Calif. 

Pacific Coast Coffee Association, suite 722, Merchants Exchange Building, 465 
California Street, San Francisco, Calif. 

The Pacific Northwest Trade Association, Chamber of Commerce, Seattle, Wash. 

Pacific Traffic Association of San Francisco, Inc., and Pacific Coast Customs and 
Freight Brokers Association, care of Perry & McCarthy, 260 California Street, 
San Francisco, Calif. 

Poultry Producers of Central California, 840 Battery Street, San Francisco, Calif, 

Propeller Club of the United States, Chamber of Commerce, San Francisco, Calif. 
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Rice Growers Association of California, Post Office Box 958, Sacramento, Calif. 

San Antonio Chamber of Commerce, San Antonio, Tex 

San Francisco Bay Area World Trade Promotion Committee of the San Fran 
cisco Bay Area Council, Chamber of Commerce Building, 417 14th Street, 
Oakland, Calif. 

San Francisco Chamber of Commerce, 333 Pine Street, San Francisco, Calif 

Foreign Trade Association of the San Francisco Chamber of Commerce, 333 Pine 
Street, San Francisco, Calif. 

Junior World Trade Association of the San Francisco Chamber of Commerce, 333 
Pine Street, San Francisco, Calif. 

San Francisco Clearing House Banks, care of American Trust Co., San Francisco, 
Calif. 

San Francisco Junior Chamber of Commerce, 333 Pine Street, San Francisco, 
Calif 

Schenley International Corp., Empire State Building, 350 Fifth Avenue, New 
York, N. ee 

Structural Engineers Association of Northern California, 1227 Russ Building, 
San Francisco, Calif 

Tapioca Institute of America, 441 Lexington Avenue, New York, N. Y. 

lransglobe Traders F. & E. Standard Cedar Co., Inc., and Delaware Paper Mills, 
141 Lexington Avenue, New York, N.‘Y. 

Twentieth Century Fund, 15 Pearl Street, New York, N. Y. 

United Atlas Co., 15 Pearl Street, New York, N. Y. 

United Blectrical, Radio, and Machine Workers of America, 1029 Vermont Avenue 
NW., Washington, D. C. 

United Nations Council of Harvard, Little Hall 21A, Harvard University, Cam- 
bridge, Mass. 

United Packinghouse Workers of America, 515 Engineering Building, 205 West 
Wacker Drive, Chicago, Il. 

Washington Federation of Churches, 1751 N Street NW’, Washington, D. C 

Women’s Action Committee for Lasting Peace, 1 East 57th Street, New York, 
N. Y. (appeared in each of the hearing cities). 

Women’s Division of the Methodist Church, 150 Fifth Avenue, New York, N. Y. 

Women’s International League for Peace and Freedom, 410 South Michigan 
Avenue, Chicago, II. 

World Affairs Council of Rhode Island, Providence, R. I 

World Trade Center, Inc., 800 Financial Center Building, San Francisco, Calif. 

Yahr-Donen Corp., New York, N. Y. 

Young Men’s Business Club of New Orleans, New Orleans, La. 

Young Women’s Christian Association, Denver, Colo 

Young Women’s Christian Association, San Francisco, Calif 

Young Women’s Christian Association of Chicago, 203 North Wabash Avenue, 
Chicago, Il. 


ORGANIZATIONS SAYING LITTLE OR NOTHING ABOUT THE PROPOSED CHARTER, BI 
EXPRESSING CONCERN WITH RESPECT TO THEIR OWN INTERESTS 


American International Underwriters Corporation, 11 John Street, New York 
Me ee 

The American Middle-East Trading Co., 33 West 42d Street, New York, N. Y. 

American National Live Stock Association, 515 Cooper Building, Denver, Colo, 

The Association of Marine Underwriters of the United States, 99 John Street, 
New York, N. Y. 

California Almond Growers Exchange, 18th and C Streets, Sacramento, Calif 

California Fruit Exchange & Pacific Coast Cherry Foundation, Sacramento, 
Calif. 

California Walnut Growers Association, 1745 East Seventh Street, Los Angeles, 
Calif. 

Cherry Growers and Industries Foundation, 1437 American Bank Building, 
Portland, Oreg. 

Colorado Raw Fur Dealers Association, 1611 Wazee Street, Denver, Colo. 

Colorado Wool Marketing Association, Inc., 425 Continental Oil Building, 
Denver 2, Colo. 

Combined Metals Reduction Co., Post Office Box 178, Salt Lake City 8, Utah (for 
Colorado Mining Association and others). 

Federated Association of World Traders, Inc., 130 West 42d Street, suite 705, 
New York, N. Y. 
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The Mountain States Beet Growers Marketing Association, Box 414, Greeley, 
Colo. 

National Bankruptey Conference, Cambridge, Mass. 

National Wool Growers Association, 509 Pacific National Life Building, Salt 
Lake City, Utah 

Northwest Horticultural Council, Wenatchee, Wash. 

Northwest Nut Growers, Dundee, Oreg. 

Pineapple Growers Association of Hawaii, 215 Market Street, San Francisco, 
Calif. 

Wine Institute, 717 Market Street, San Francisco, Calif 

United States Hop Growers Association, Mills Building, San Francisco, Calif. 


ORGANIZATIONS GENERALY OPPOSING THE ITO 


Agricultural Council of California, Sacramento, Calif. 

The American Cotton Manufacturers’ Association, Washington, D. C. 

American Tariff League, 19 West 44th Street, New York, N. Y. 

American Viscose Corp., 350 Fifth Avenue, New York, N. Y. 

\tlantie Coast Fisheries,’ 4 Fish Pier, Boston, Mass. 

The Cotton Textile Institute, Inc., 320 Broadway, New York, N. Y. 

Independent Petroleum Association of America, 500 Investment Building, Wash- 
ington, D. C., 

Massachusetts Fisheries Association, Inc., 
Boston, Mass. 

Mississippi Shipping Co., New Orleans, La. 

The National Association of Cotton Manufacturers, 80 Federal Street, Boston, 
Mass. 

National Association of Wool Manufacturers, 386 Fourth Avenue, New York, N. Y. 

The National Federation of Textiles, Inc., 389 Fifth Avenue, New York, N. Y. 

National Renderers Association, 945 Pennsylvania Avenue NW., Washington, 
D. C. 

The New England Shoe & Leather Association, 210 Lincoln Street, Boston, Mass. 

New Orleans Cotton Exchange and New Orleans Association of Commerce, New 
Orleans, La. 

North American Lace Co., Inec., 245 Fifth Avenue, New York, N. Y. (for the 
American Amalgamated Lace Operatives of America of Philadelphia, a union, 
and the American Lace Manufacturers Association of Providence, R. I.). 

Trans-Atlas et Cie., Ltd., 343 South Dearborn Street, Chicago Il. 


* Administration Building, Fish Pier, 


Exut1BrT No. 9 


INTERNATIONAL TRADE ORGANIZATION HEARINGS BEFORE SENATE 
FINANCE COMMITTEE, MARCH 31, 1947 


STATEMENT OF WILLIAM TAYLOR PHILLIPS, ACTING CHIEF, INTERNATIONAL 
RESOURCES DIVISION, DEPARTMENT OF STATE, WASHINGTON, D. C. 


Mr. Privutps. Yes, sir. 

I am William Taylor Phillips, 1018 Valley Drive, Alexandria, Va. I am at 
present Acting Chief of the International Resources Division, in the Departmeut 
of State. 

My background is in the general field of economics. I taught economics 
years at Cornell University and 2 years at the University of New Hampshire, 
after having received a PhD in economics from Cornell University. 

I worked in the Bureau of Labor Statistics, and in the Office of Price Admin- 
istration during 1942 and part of 1948; from there I went to the State Depart- 
ment, originally in the Division of Economie Studies, then in the Commodities 
Division, which was a newly constituted division during the war and which, 
in turn, became the International Resources Division. 

The CHAIRMAN, Going now to chapter VII [reading]: 


» 


1 One statement presented for both 


4 
3 
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“INTERGOVERN MENTAL COMMODITY ARRANGEMENTS 
“SECTION A. INTERGOVERNMENTAL COMMODITY ARRANGEMENTS IN GI 
“Article 46. Difficulties relating to primary commodities 


Che Members recognize that the relationship between production and con 


sumption of some primary commodities may present special difficulties ‘These 
special difficulties are different ii haracter from those which manufactured 
goods present generally. They arise out of such conditions as the disequilibriun 


between production and consumption, the accumulation of burdensome stocks 














and pronounced fluctuations in prices They may ive serious adverse ef “ 
on the interests of producers and consumers, as well as widespread repercussions 
jeopardizing general policies of economic expansion 

At this point, Mr, Phillips, let me ask you, is the chapter limited to prima 
commodities or does it, for example, expand later o1 to industrial commodities 

Mr. Putiiips. It is limited, sir, to prir y commodities, except that not 
primary products may, in sp | instances, be brought der the chapte We 
had in mind two parti r types of cases: First, a group of primary ] ts 
such as fats and oils, which might encompass one or more fabricated pro « 
and second, a commodity such as rubber, where you might have a general world 
surplus, and you probably would have to take into accoul nthetie productior 
in the United States and Canada the U. S. S. R 

However, hapter is primarily directed at primary commodities 

The CHAIRMAN, Article 47 [reading 

‘OBJECTIVES OF INTERGOVERN MI Ar. Coy y A \NGF) @ 

‘Intergovernmenta commodity arrangement \ fe employe p ible 
countries to overcome the special difficulties referred to in Article 46 wit I 
resorting to action inconsistent with the purpo s of this Charter by achiev o 
the following objectives: 

‘(a) to prevent or alleviate the serious economic problems which 1 
arise when production adjustments cannot be effected by the free | ‘ 
market forces as rapidly as the circumstances require; 

(b) to provide during the period which may be necessary, a framework 
for the consideration and development of measures which will have as the 
purpose economic adjustments designed to pron e the expansion of co 
sul ption or a shift of resources and ma ipower out « over-expand: dir o 


tries into new and productive occupations ; 

‘(c) to moderate pronounced fluctuations in the price of a primary con 
modity above and below the level which expresses the long-term equilibrium 
between the forees of supply and demand (in order to achieve a reasonable 
degree of stability on the basis of remunerative prices to efficient producers 
without unfairness to consumers) 

‘(d) to maintain and develop the natural resources of the world and pr« 
tect them from unnecessary exhaustion; and 

“(e) to provide for expansion in the production of a primary commodity 
which is in such short supply as seriously to prejudice the interests of con 
sumers,” 

Dr. Phillips, is there not a fundamental inconsistency between the objectives 
of Article 47 and the other objectives of the Charter ? 

Mr. Puriurps. Yes, sir, there is, in this sense 
included in an intergovernmental commodity arra 
governmental auspices, might require, in fact very probably would require, the 
imposition of export quotas, perhaps a two-piece system— a domestic price and a 
world price—and other types of restrictions which the whole Charter attempts t 
do away with. 

The reason that we feel it may be necessary to resort to these particular ac 
tivities is that certain commodities are so vitally important to particular cou: 
tries such as, for example, wool, meat, and dairy products from Australia or tin 
from Bolivia. In that sort of a situation it is felt that there will be commodity 
arrangements among producers, whether we like it or not, simply because thos 
countries are either unable or unwilling to let the slow market readjustment tak« 
place. They feel that they must take some sort of action. That action very often 
results in such things as reserving the domestic market exclusively for domesti 
production, which might be accomplished through embargoes or quotas 

It might be done through an export subsidy whereby a country attempts to force 
its own production on the world markets. In that case, a subsidy race may 


activities which might be 





nt, which would be under 
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ensue where the largest purse would determine which country actually got rid 
of its surplus. 

So, we feel that intergovernmental action will be taken and that arrangements 
will be entered into; they have in the past, and we know that they will be in the 
future. What we are trying to do in this chapter is to lay down some rules 
of the road, so to speak, which will eliminate some of the worst characteristics 
of agreements as we have seen them in the past. 

Previous agreements in many cases have involved producers only. The con- 
sumer has had nothing to say about the activities taken under the agreement. 
In many cases agreements have merely provided an umbrella for producers, 
whether efficient or inefficient. In most cases they have been conducted more or 
less behind a veil of secrecy. 

The attempt here in this chapter is to admit that there probably will be agree- 
ments. We are not trying to encourage such arrangements nor to prohibit them, 
but we feel that whatever agreements are entered into should follow specific 
rules of the game, the most important of which is the requirement that consuming 
interests should have an equal voice in determinations with the producing in- 
terests. That, plus full publicity, we feel, will give a great measure of protec- 
tion against possible abuses that have appeared in the past. 

The CHAIRMAN. Is the net effect to exclude private arrangements? 

Mr. Puiiies. Yes. The fear is that you take action such as that described 
in chapter VI to eliminate restrictive business practices, there might be a 
tendency for private interests, particularly in some of the smaller countries, to 
shift to an intergovernmental basis, and private producers might urge that 
their governments press for intergovernment arrangements on all kinds of 
fabricated products. We don’t want that to occur. That is one of the major 
reasons for limiting this chapter almost exclusively to primary production. We 
do not want it to become an outlet for fabricated products which were subject 
to a cartel arrangement, under what might be governmental auspices. 

The CnuatrMan. Now, let us suppose that the United States entered into one 
one of these intergovernmental commodity arrangements on, let us say, wheat. 

What, exactly, would the United States have to do to bring its arrangement 
into consonance with the facts of wheat growing, wheat harvesting, wheat stor- 
age, wheat distribution, wheat pricing? 

Mr. PHILLIPs. Senator, I believe the technique would be as follows: 

The countries of the world, both producing and consuming, that are substant- 
ially interested in world wheat would get together and undertake negotiations 
among themselves for a wheat agreement. Precisely what form that agreement 
would take, it is impossible to say. 

The CHAIRMAN. It would have some characteristic; would it not? 

Mr. Put.tps, Yes, sir: it would have characteristics, and after negotiation, it 
would be referred to the Congress. 

The CHAIRMAN. Now, what would be the normal characteristics of an agree- 
ment of that kind; let us say, as to a wheat agreement? 

Mr. Puisiis. Well, my guess would be that a wheat agreement would probably 
involve export quotas that the producing countries would guarantee to ship. It 
might well involve commitments on the part of the importing countries to im- 
port certain quotas. In addition, there might be a permitted price range. 

The CHAIRMAN, There might be price ranges in there? 

Mr. PHILLIPS. Within a price range, you presumably would have a commit- 
ment on the consumers to take X busbels of wheat at something within the price 
range. 

The CHAIRMAN, Then, there would be delivery schedules and delivery points? 

Mr. PHILiies. Yes. Well, there would be delivery points, certainly, but 
whether or not it would be necessary to schedule shipments under international 
auspices would be hard to say. 

The CHAIRMAN. Well, somewhere in the arrangement, those things would 
naturally be taken care of; would they not? 

Mr. Puiuirs. Yes, sir. 

The CHAIRMAN. Now, the United States has entered into an agreement of that 
kind, and it concerns wheat, let us say. What does the Government, as such, 
do about it, to perform its part of an agreement of that kind? 

Mr. PHILups. The sequence of events would be as follows: The negotiated 
instrument would be submitted to the Congress. It might be a treaty, in which 
event it would be sent to the Senate for ratification. 

The CHAIRMAN. I am very much interested in that statement. What is your 
authority for that. under the charter? 
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Mr. Puruies. Well, sir, there is nothing in the charter that says how it would 
be ratified. It would be ratified in accordance with our own procedures. 

The CHAIRMAN. And where does it say that? 

Mr. Puiuirs. Well, the reason I say that is this: It does not say it in the 
harter, but all this chapter does is to set up the mechanism within which you 
negotiate Commodity agreements. Then, once negotiated, they would follow 
the course of any intergovernmental agreement, whether or not the ITO were 
n being. And when we make treaties, or regulatory commodity agreements, they 
follow the normal procedure of coming to the Congress for ratification. The ones 
1 which we have participated have been, I think, coffee, sugar, and wheat. 

But there is no intent here to set up an international agency which would 
sanction such agreements without acceptance or rejection by participating mem- 
bers in accordance with their own internal procedures 

The CHAIRMAN. Well, that would be a matter of profound interest to the 
Congress. I certainly would like to have some reference to language which will 
support your view 

Mr. PHILLIps. Well, sir, I don’t believe there is anything in the chapter that 
vould refute my view. 

Che CHAIRMAN. That is far different from supporting your view. 

Mr. Puiuutips. As I say, what we are after in this chapter is this: We are 

erely establishing some general principles and some general guides under which 
regulatory agreements may be negotiated. Following that, it is purely a matter 
of internal processes as to whether or not you engage in a commodity agreement, 
whether you even engage in the negotiations, sir. 

Che CHAIRMAN. Well, you state without equivocation that it is the intent of 
ie State Department that any of these intergovernmental commodity arrange- 
ents shall come back to the Congress for approval 

Mr. Priuiips. Yes, sir. Any regulatory intergovernmental commodity agree- 
ment must, in our opinion, be referred to the Congress. 

The CHAIRMAN, Have you made up your mind whether it comes to both Houses, 
or to the Senate as a treaty? 

Mr. PHILLIps. That I am unable to answer, sir. I could consult with our Legal 
Division and asked them. 

Che CHAIRMAN. They are already working on one or two phases of the matter, 
going to the same question. Will you be good enough to ask them to give special 
attention to chapter 7? 

Mr. PHILLIPs. Yes, sir. 

(The Department submitted the following reply :) 


DEPARTMENT OF STATE, 
Washington, April 15, 1947. 
The Honorable EvGene D. MILLIKIN, 
Chairman, Committee on Finance, United States Senate. 


My Dear SENATOR MILLIKIN: I have been informed that during the course of 
the testimony of Mr. William T, Phillips of the Department on chapter VII of 
the proposed draft charter for an International Trade Organization, the question 
arose Whether intergovernmental commodity agreements would be referred to 
the Congress for congressional approval and, if so, whether such agreements 
would come to both Houses of Congress, or to the Senate as a treaty. 

I have already written to you on the question of reference of the charter of 
the International Trade Organization itself to the Congress and have indicated 
that, under the circumstances outlined in my previous letter, no decision has as 
yet been made on the form in which congressional approval will be asked. Like 
the charter in general, chapter VII is as yet a preliminary draft and is subject 
to possible change. It therefore is difficult to say whether commodity agree- 
ments negotiated pursuant to the provisions of chapter VII would be referred 
to the Senate for its advice and consent or whether the approval of both Houses 
would be asked. I may point out that certain commodity agreements have been 
presented and approved as treaties. On the other hand, commodity agreements 
under chapter VII may involve allocation and related powers which would be of 
interest to the Congress as a whole. Decision has thus not been made on the 
manner of submission of such agreements to the Congress. 

Insofar as such commodity agreements impose any obligations on the United 
States requiring legislative implementation in any way, it is the intention of the 
Department that they should be submitted to the Congress. 

Sincerely yours, 
DEAN ACHESON, 
Acting Secretary. 
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The CHAIRMAN. As we go along in the chapter, we will study the various pro 
visions, with that especially in mind. 

Now, am I correct in saying that the plan here is to make an exclusive govern 
mental monopoly by intergovernmental agreements in a field which heretofore 
has been handled by private arrangements? 

Mr. Puitirps. In one sense of the word, sir, you are correct. Whether or not it 
would be an exclusive governmental monopoly would depend pretty much upon 
the particular agreement In most cases I would think that quotas would be 
established, and perhaps a price range would be established within which private 
trade would operate 

The CHarRMAN. Let me put it to you this way: Supposing that the private 
coffee people in Brazil went around to the private coffee distributors all over 
the earth and made an agreement having to do with the sale of coffee, the pricing 
of the coffee, and so forth and so on Would that kind of an agreement be 
possible when this becomes effective? 

Mr. PHILuips. No, sir 

The CHAIRMAN, It would not: it would do away with that kind of an agree 
ment? 

Mr. Puiturps. Yes, sir. 

The CHAIRMAN. Would it do away with the agreements that prevail, for ex 
ample, with respect to the diamond market? 

Mr. Puictiips. Those, I believe, sir, are private cartel arrangements which 
would fall under chapter VI. This would prevent them from turning to the 
governmental channel to achieve the same objective 

The CHAIRMAN, Well, but the same effect could be achieved by an intergovern 
mental agreement? 

Mr. Puiuirps. Yes, sir 

The CHAIRMAN. What I am driving at is this: Would the fact of the existence 
of this chapter bar agreement of the type that I mention? 

Mr. Purerips. It would bar them in this sense: that they could not fulfill the 
requirements of a primary commodity that met the circumstances under article 
52. What we have to do here is to delimit the area. There are various ways 
we might have done it. One way would have been to leave them wide open so 
that any kind of a product could be subject to an intergovernmental arrangement 
That, we felt, was much too dangerous and much too broad 

The CHAIRMAN. I am not thinking about what can be done under intergovern 
mental arrangement, but what can be done irrespective of an intergovernmental 
arrangement. 

Mr. Puivires. There can be no intergovernmental arrangement that does not 
fit the chapter, and if chapter VI operates as we hope it might operate, there 
can be no private arrangements to accomplish the same objective 

The CHAIRMAN. In other words, the fields are not overlapping. When that 
which is contemplated by article 47 becomes effective, no private interests can 
oecupy the same field; is that right? 

Mr. Puruirps. Yes, sir; that is right. 

The CHAIRMAN, Let me invite your attention to subclause (b) of article 47. 
I will read it: 

“(b) To provide during the period which may be necessary, a framework for the 
consideration and development of measures which will have as their purpose 
economic adjustments designed to promote the expansion of consumption or a 
shift of resources and demand power out of overexpanded industries into new 
and productive occupations— 

Would you mind illustrating? 

Mr. Puitiies. We might take a specific commodity situation: coffee, for 
example. 

Under a coffee agreement which falls under this chapter, our objective is one 
thing. We have a burdensome surplus with producer distress, market prices 
way out of line—ruinous prices, perhaps— and producers continuing to produce 
and even expanding production because of low prices. 

Now, there are two ways you can alleviate that situation, it seems to me. 
One method is to expand consumption, which is a very difficult thing to do in these 
primary products because of the ineffectiveness of low prices—to induce people 
to drink more coffee, for example. Or, you can take these artificial means 
they are not normal market forces—and hold prices at levels which at least 
allow producers to exist while you are attempting—and this would have to be 
done by the individual countries involved—to find alternate lines of endeavor in 
which these producers could engage. 
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Che CHAIRMAN. Would this be an authority to our Government to enter into an 
ntergovernmental agreement that would result in the lessening of our cotton 


{ 


creage, for example, and the expansion of some other kind of acreage in the 


South? 
Mir. Puitutrs. That, sir, would have to come about through the individua 
ereement. Now, presumably our negotiators would take into account all th 
ctors of our own domestic economy, and, in discussing the proposed agreement 
th other governments substantially interested, they would arrive at what 


they considered a reasonable agreement that fitted the needs of that particular 


imodity. 

The CHAIRMAN. Would the United States maintain its full discretion as to 
whether it would go into that kind of an agreement or not? 

Mr. Putters. Yes, sir; it wou!d. 

The CHAIRMAN. There is no question about that whatsoever ? 

Mr. Putiies. No question whatsoever. 

The CHAIRMAN. As a part of the theory of free trade, there is a theory of 

fting resources and manpower out of overexpanded industries into new and 
roductive occupations. Is this a glancing approach at the same thing? 

Mr. Pures. No, sir. I believe that the normal commodity—or, let us say, 
he normal fabricated commodity—is much more sensitive to price changes. A 
reduction in the price of:-automobiles, for example, induces producers to produce 
less and induces consumers to buy more. 

The CHATRMAN. You state that this is not a glancing approach to that free 
trade theory ? 

Mr. Puruures. No, sir; not by any means. 

The CHAIRMAN (reading): 

c) To moderate pronounced fluctuation in the price of a primary commodity 
above and below the level which expresses the long-term equilibrium between the 
forces of supply and demand—” 

Is it correct to say that there is a long-term equilibrium as to many of these 
products, and if so, what is a long-term equilibrium of them? 

Mr. Puivirps. A long-term equilibrium price might be achieved if our own 
Government, for example, were willing to let extremely low cotton prices persist 
over a number of years. Eventually you would either force out or starve out 

ducers of the particular product; and, presumably, you would get a reduction 
in total acreage in cotton. 

rhe CHAIRMAN. Have we had a long-term equilibrium in cotton? 

Mr. Puiuuips. No, sir; I don’t believe we have. 

The CHAIRMAN. Have we had a long-term equilibrium in wheat? 

Mr. Puititips. Well, there is always a long-term equilibrium price, and we 
have had wide fluctuations around that price, sir. 

The CHAIRMAN. And how do you determine that? 

Mr. Puriitps. It would be a price that would equate the demands of con- 
sumers with the production of producers at a remunerative level, one that would 
cover their costs of production, including a reasonable profit. 

The CHATRMAN. And you Say there is a long-term equilibrium in wheat? 

Mr. Puriiips. Yes, sir. 

The CHatRMAN. Under that formula? 

Mr. PHILLIPs. Yes, sir. 

The CHATRMAN. And in oil? 

Mr. PHILLIPS. In any commodity. 

The CHAIRMAN. In any commodity. That is, you would have to find a period 
in which costs had been recovered. 

Mr. PHILLIPs. Yes, sir. 

The CHAIRMAN. If you could not find such a period, you could not have an 
equilibrium under your formula. 

Mr. Puiiuies. You could postulate such a price by an examination of costs, 
as production is increased by the entrance of more and more marginal pro 
ducers, and you would have to estimate what the demands for petroleum, or 
whatever the commodity happened to be, would be at the various prices. The 
point where the amount supplied would equal the amount demanded would be 
the theoretical equilibrium of price. 

The CHAIRMAN. But would that necessarily return costs to the producer? 

Mr. Prius. It would return costs to the producers, other than the submar 
ginal producers. 
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The CHAIRMAN. But your whole production is the aggregate of efficient pro- 
ducers, middling producers, and marginal producers. 

Mr. Puiuurs. And you would not return costs to the submarginal producer, 

The CHAIRMAN. So you come into a question of social philosophy, as to whether 
your figures should return costs to marginal producers. 

Mr. Puicurs. Well, they should return costs to marginal producers, but 
not to submarginal producers. 

The CHAIRMAN, Or to submarginal producers. 

Is the pressure of this chapter in its operation not to return costs to sub- 
marginal producers? 

Mr. Puitiies. There would certainly be a pressure that way, sir; and that 
is one of the fundamental reasons for the chapter. 

Such a pressure is felt strongly when prices become very low. Now, all we 
say in this chapter is this: Let’s take the United States which is a consumer 
of rubber. We see producers of rubber in the far eastern areas, with rubber 
at extremely low prices. And we then say, “We are willing, as consumers, to 
give you some protection for a limited period of time, because we don’t want to 
see your industry ruined and we don’t want to see the area ruined. However, 
during the period in which we are providing, in a sense, a subsidy, we feel 
that it is up to you to eliminate the uneconomic producers somehow by finding 
alternative occupations for them. Because we as consumers don’t feel that it is 
proper for us to subsidize you permanently. The quid pro quo would be subsi- 
dization on our part for a limited time and eliminating the basic causes that gave 
rise to the surplus on your part.” 

The CHAIRMAN. You could see that there would be practical difficulties in 
that. 

Mr. Puiciies. We see very grave difficultes involved, Senator. 

The CHAIRMAN. Would you say that they might be so grave that it could 
not work? 

Mr. PHius. Could not work? 

The CHAIRMAN. Asa practical matter. 

Mr. Puitiies. Well, yes, Senator. 

The CHAIRMAN. Let me put it this way: As a practical matter, when you 
commence to eliminate substantial operators, you are in most instances elimin- 
ating the greatest numerical group of producers. 

Mr. Puitiips. That might be true, yes. 

The CHAIRMAN. And when you do that, you run into political difficulties. 

Mr. Puiuuipes. Yes, sir, you do. And it would depend upon each individual 
agreement Whether the Congress felt that the existing political difficulties would 
warrant that particular agreement. 

The CHAIRMAN. This provision that we are now discussing would bar an inter- 
governmental arrangement that did not base itself on the efficient producer. 

Mr. PHILuiPs. | don’t believe it goes quite that far, sir. It is an objective and 
is designed principally to moderate the fluctuations around some price. 

The CHAIRMAN. Well, it states, reading from the beginning of the article, now: 

“Intergovernmental commodity, arrangements may be employed * * * by 
achieving the following objectives.” 

Am I correct in assuming that if it does not achieve those objectives it may not 
be employed ? 

Mr. Puuitiips. Yes, sir, you are. The objective here is to moderate the fluctua- 
tions in the first instance, however. 

The CHAIRMAN, Now, let us get back to (c). There is a parenthetical part 
that reads: 

“In order to achieve a reasonable degree of stability on the basis of remu- 
nerative prices to efficient producers without unfairness to consumers. ]” 

Is the parenthetical part State Department policy? 

Mr. Puiiurps. The parenthetical part, sir, came about in this way: A number of 
governments at the drafting commission in New York felt that those words in 
brackets expressed the meaning of equilibrium price. After considerable dis- 
cussion about their inclusion, it was decided to put them in brackets expressing 
neither approval nor disapproval, and leaving it up to the Geneva Conference. 
As far as the Department is concerned, we would not press for its inclusion. 

The CHAIRMAN. Will you accept the provision if the other members wish it? 

Mr. Puiuips, If the pressure is reasonably strong, Senator, I think we prob- 
ably would, because it does express the long-term equilibrium between supply and 
demand. 
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The CHAIRMAN. You can see the obvious criticism: That you are authorizing 
a scheme which would only benefit the rich and would exclude the poor. 

Mr. PHrLips. I do not quite follow you, sir, on that point. 

The CHAIRMAN. Well, the efficient producers, putting them on a basis of re 
munerative prices—if they are efficient producers, they are probably doing all 

cht, and you are authorizing arrangements which make it possible for them 
to continue being all right. 

I am not objecting to it, but I am pointing out to you, or asking you whether 
you do not foresee a lot of objection in authorizing an arrangement that would 
exclude those who are not doing so well. 

Mr. PuILuips. Yes, Senator, I can see that there may be very serious difficulties. 

The CHAIRMAN. We have a whole system of laws in this country which are in 
tended to pick up the position of the marginal producer and the fellow that 

ormally has a tough time, and | am just wondering whether the State De 
partment feels itself perfectly comfortable in accepting a theory which is some- 
hat at variance with that. 

We are running a premium-price system, for example, for the benefit of 

inal producers of minerals. 

Mr. Pui.urps. Yes, sir. We also run premium-price systems in agricultural 
products, in a direct attempt to shift people from one source of production to 

other. That is the kind of thing that may be involved in regard to these 
particular arrangements. 

The CHAIRMAN. And we are running loan systems in order to put a better foun- 
dation under the marginal farmer. We are running loan systems whereby he can 
acquire and cultivate marginal and subsistence farms. 

I am not criticizing it one way or the other. I am simply pointing out to you 
that you may be sponsoring a philosophy here that would not be acceptable to the 
Congress. 

Mr. PHILLIPS. I might remark that we cannot look only at commodities pro- 
duced in the United States; because we, as consumers, have a great deal to gain 
from such a provision. It affects items such as tin and rubber, that we do not 
produce within the United States, but for which we have paid relatively high 
prices in the past. 

The CHAIRMAN. True. If you can find a practical way to shift the submarginal 
fellow into something that is more economic. 

Mr. Pures. Yes, sir. 

The CHAIRMAN. And if you cannot—and so far we have not found out how to 
do that—you are dealing with a very “attractive” theory, I suggest. | Reading :] 

“(d) To maintain and develop the natural resources of the world and protect 
them from unnecessary exhaustion.” 

I think it has already been developed that except by recourse to this device, to 
wit, intergovernmental commodity arrangements, a nation would not be war- 
ranted in refusing export of its natural resources. Does that coincide with your 
own view of it? 

Mr. PHILLIPs. Yes, it does, Senator, although this particular clause causes me 
personally some little difficulty. Conservation, in my opinion, involves some sort 
of regulation of world trade; otherwise I just don’t see how it might operate. It 
would be regulation of production or of the trade in the particular product. And 
if you have regulation, according to this chapter, you must be faced with a bur 
densome surplus. In such an event, it is very difficult to say that you need 
conservation on the one hand when you have a surplus on the other hand. 

The CHAIRMAN. Then the subclause is somewhat inunderstandable to you? 

Mr. Puriuips. Yes, sir, and we would like to have it deleted. 

The CHAIRMAN. That is the State Department’s position? 

Mr. PutIvurps. Yes, sir. 

The CHAIRMAN. Thank you. [Reading:] 

“(e) To provide for expansion in the production of a primary commodity which 
is in such short supply as seriously to prejudice the interests of consumers.” 

Just how would that be done? 

Mr. Puituies. That, sir, is a difficult one. The way that provision came about 
was that some of the producing countries, countries that were principally export- 
ers of raw materials, felt that this whole chapter was too much consumer- 
slanted. They considered that the producers were being held down and would 
not have a fair shake under the chapter. 

On the other hand, there were those who felt that it was slanted the other 
way—that the producers had too much protection. So this particular paragraph 
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was inserted to prevent a commodity agreement which, in the first instance, would 
probably regulate, from being so restrictive as to shrink down the production of 
the particular commodity, force the price up, and thus injure consumers. 

I think it has relatively little meaning, in the sense that it would be, in my 
opinion, almost impossible to say when a commodity is in such short supply 
as to prejudice the interests of consumers. 

What are the criteria under which you would make that determination? We 
are not too happy about this particular provision, simply because it is a little 
bit obscure as to how the thing would operate. It was not, I might add, in the 
original United States Charter. 

The CHAIRMAN. Are you going to move to get it out of there? 

Mr. PHILLIPS. Yes, sir. 

The CHAIRMAN. Now, going back to subclause (c), toward the end, I think you 
will find [reading]: 

“On the basis of remunerative prices to efficient producers without unfairness 
to consumers.” 

What is your criterion there? 

Mr. Puicurps. That, sir, presents the same problem. The smaller producing 
countries felt that the term “equilibrium between the forces of supply and de 
mand” should be spelled out, and in doing so, they put in the word “ in order to 
achieve a reasonable degree of stability on the basis of remunerative prices to 
efficient producers.” 

Some of the consumers, on the other hand, said, “Well, we don’t think it is 
necessary to belabor what ‘long-term equilibrium’ means, but if you feel that this 
is necessary, we on our part feel that you should add ‘without unfairness to con 
sumers’.” 

So that is a negotiated point, and my guess is that that part in brackets would 
not appear in the final draft 

The CHAIRMAN. And you believe that we can safely rely upon it that that will 
be out as well as subclause (d) and (e) ? 

Mr. Puivums. (d) and (e), yes, sir, and I think the part in brackets will not 
appear. I just do not know, of course. 

The CrarrMAN. The whole chapter turns on the philosophy that the consumer 
has an equal interest in the determination of prices and supply with the producer, 
does it not? 

Mr. PHiturps, Yes, sir. 

The CHAIRMAN. Is that part of our domestic philosophy ? 

Mr. Puiiurps. Well, sir, I contend that if it is not, it should be our feeling that 
the consumer should have an equal break with the producer. The philosophy 
behind that emanates from our position as consumers of two commodities in par 
ticular, tin and rubber. ‘They have, as you no doubt know, been looked on with 
considerable disfavor at various times because the producers used them to some 
extent as a monopolistic device to force prices up to what certainly our manufac 
turers considered uneconomic levels. 

To get around that difficulty, we have inserted this provision that consumers 
shall have an equal voice. 

Now, in my opinion, no agreement will work unless there is almost unanimity 
of opinion between producers and consumers; so that you will not have a situa- 
tion where consumers as a bloc would vote against producers as a bloc. Any suc- 
cessful agreement would necessarily mean that consumers would have to say, 
“Yes, these provisions are reasonable provisions; the price provisions are reason 
able, and we are willing to go along with them.” Producers would have to take 
a similar course. 

The CHAIRMAN. Let me come back to my original question: Has that theory 
become a part of the philosophy of this country ? 

Mr. Purttiips. The theory, sir, that consumers are entitled to fair con- 
sideration? 

The CHARMAN. Well, I would not say that. I think everyone would sub- 
scribe to that. But that in an enforceable sense the consumer has an equal 
interest in the price or quantity of an article with the producer? 

Mr. Puititrs, The consumer, while I think he has an equal interest, does not 
have the same amount of “vocalness.” 

In other words, the consumer buying a small amount during any given yeat 
just does not have the wish or the initiative, or whatever else it takes, to make 
his views known as strongly as producers do. 
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The CHAIRMAN. I think that is true. jut is there any governmentally au 

rized mechanism in this country that gives the consumer an equal voice with 
he producers in determining the amount of production and the price of it? 

Mr. Puiiures. No, sir; there is not. 

Che CHAIRMAN. And that is part of the mechanism that we have in this 
hapter ; is that not true? 

Mr. Puitiies. Yes, sir; certainly in the voting provisions it is. 

Che CHarRMAN. You understand that at that point also there is a wide division 
f philosophy in this country. 

Mr. Puriuirs. Yes, Senator 

The CHAIRMAN. And I develop the point, because it goes to the acceptability of 

ose provisions. 

In other words, there are many people who believe that with the exception 
of pensioners and people who live on dividends, and so forth, the consumers are 
ilso producers, and that there is no valid line of distinction. And those people 

cht wonder why we should impose an international standard that draws a 
ine between the consumer and the producer. 

I assume, however, that that has all been thought out, and that this is a 
definite part of State Department policy ; am I correct? 

Mr. Puivuirps. Yes, sir. It is not only the Department’s policy, but, as you 
know, it has been approved by the other Government agencies that were engaged 
n compiling it, getting it together, thinking it out It has gradually merged 
over a period of years. This particular chapter first appeared in the proposals; 
then in the United States suggested charter; then in the London Draft; and 
more recently in the New York Draft—with, I think, the important provisions 
unchanged, or relatively unchanged. 

The CHAIRMAN, I suggest that this is the first time that the matter has come 
before the Congress. 

Mr. Puiiurs. That, sir, I cannot answer. You are perfectly right that there 
have been no formal hearings. There has been consuitation, I believe 

The CHAIRMAN. This is the first time the matter has come before the Congress. 
When did you start your public hearings? 

Mr. Puiuips. I think February 25, as I recall. 

* * Y * * * * 


ExHrpeit No. 10 


REPORT OF THE SECOND SESSION OF THE PREPARATORY COM- 
MITTEE OF THE UNITED NATIONS CONFERENCE ON TRADE AND 
EMPLOYMENT 


Geneva, August 1947 


(Adopted by the Preparatory Committee 22 August 1947) 
Part I—INTRODUCTION 
I. ESTABLISHMENT OF THE PREPARATORY COMMITTEE 


The Economie and Social Council at its First Session resolved on 18 February 
1946 to call an International Conference on Trade and Employment for the 
purpose of promoting the expansion of production, exchange and consumption 
of goods. At the same time the Council constituted a Preparatory Committee 
to elaborate for the Conference an annotated draft agenda, including a draft 
convention, taking into account suggestions which might be submitted by the 
Council itself or by any member of the United Nations. 

The Council also charged the Preparatory Committee with presenting recom- 
mendations regarding the date and place of the Conference on Trade and 
Employment and which States, if any, non-members of the United Nations, 
should be invited to the Conference. 


2. STAGES IN THE WORK OF THE PREPARATORY COM MITTEE 


The First Session of the Preparatory Committee was held in London from 
15 October to 26 November 1946. In the course of this Session, a draft Charter 
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for an International Trade Organization was prepared and embodied in a report 
which was distributed as document E/PC/T/33 and published. 

The First Session appointed a Drafting Committee to meet as soon as possible 
after the First Session for the purpose of editing the draft Charter produced in 
London. The Drafting Committee met in New York from 20 January to 25 
February 1947 and recorded the results of its work in a report which was 
distributed as document E/PC/T/34 and later published. 

The Second Session of the Preparatory Committee was convened at the Eu 
ropean Office of the United Nations in Geneva on 10 April 1947. During the 
course of this Session, the Preparatory Committee transmitted to the Fifth Ses 
sion of the Economie and Social Council an interim report indicating the pro 
posed outlines of the annotated draft agenda and convention which were being 
prepared for the full Conference and presenting recommendations concerning the 
date and place of the Conference and the non-members of the United Nations 
Which might be invited to the Conference. The relevant sections of this interim 
report are reproduced in Enclosure 1 to the present Report. The resolutions 
adopted by the Economie and Social Council relating to the recommendations in 
the interim report are reproduced in enclosure 2. In accordance with those reso 
lutions, the United Nations Conference on Trade and Employment is to be con 
vened on 2t November 1947 at Havana, Cuba. 

The Second Session of the Preparatory Committee continued the preparation 
of the draft Charter or convention. The draft adopted by the Preparatory Com 
mittee at the Second Session as a basis for discussion at the World Conference 
appears as Part II of the present Report. Although the Preparatory Committee 
has reached a large measure of agreement on the text to be recommended to the 
full Conference, it will be noted that the text is accompanied by a number ot 
notes indicating the reservations which have been made and the interpretations 
of the text which are thought necessary in order to make the exact intention 
clear. Some of the latter notes enabled reservations to be withdrawn. 

In view of the fact that changes have been made in the text of the draft Charter 
as it has progressed through the Preparatory Committee, and particularly in view 
of the fact that the order of the articles has been rearranged, the present report 
contains as Enclosure 4 tables setting forth in parallel columns the identifying 
numbers of comparable provisions in the versions of the draft Charter issued by 
the New York Drafting Committee and by the Second Session of the Preparatory 
Committee in order to facilitate a determination of the relationship between the 
present text and the earlier version, 

In its present Report, the Preparatory Committee has refrained from enun- 
ciating in detail the principles underlying the draft Charter. It was felt by the 
Preparatory Committee that the observations presented in Part II of the Report 
of the First Session represented a general statement of the guiding principles 
which have-been followed and developed in the work of the First Session, the 
Drafting Committee and the Second Session. Although the Report of the Second 
Session will constitute the agenda and basic “working paper” at the World Con- 
ference, the two earlier reports will be regareded as essential parts of the an- 
notation thereto. It has seemed unnecessary to restate in the two later reports 
the principles set forth in the Report of the First Session or to indicate at length 
the alterations which were made during the Drafting Committee stage or during 
the Second Session, in order to take account of new considerations and to recon- 
cile conflicting points of view. 

Considering that the objectives underlying the endeavour to set up the I. T. O. 
would be promoted if concrete action were taken by the Members of the Pre- 
paratory Committee (which account for approximately 70% of world trade) to 
enter into reciprocal negotiations directed to the substantial reduction of tariffs 
and other barriers to trade and to the elimination of preferences on a mutually 
advantageous basis, the governments represented on the Preparatory Committee 
adopted a resolution at the First Session regarding the carrying-out of such 
negotiations under its sponsorship in connection with, and as a part of, the Sec- 
ond Session. The governments represented at the Second Session of the Pre- 
paratory Committee are, at the time of the issuance of this report, in the final 
stages of the negotiations foreseen in the above-mentioned resolution. It is 
expected that the concessions resulting from these negotiations, together with 
such other provisions as may be appropriate, will shortly be incorporated in a 
General Agreement on Tariffs and Trade.’ 


1In view of the existence of a Customs Union between Syria and Lebanon, a Syrian dele- 
gation has taken part in the tariff negotiations and has been regarded as a contracting 
party in the General Agreement on Tariffs and Trade. 
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3. PARTICIPANTS IN THE WORK OF THE PREPARATORY COMMITTEE 


All members of the Preparatory Committee,’ with the exception of the Union 
of Soviet Socialist Republics, took part in the work of the First and Second Ses 
sions and of the Drafting Committee. The Union of Soviet Socialist Republics 
indicated that it did not feel able to participate in the work of the Preparatory 
Committee as it had not found it possible to devote sufficient preliminary study 
to the important questions which were the subject of the Committee's discussion 

Two specialized agencies* and two other intergovernmental organizations * 
were actively associated with all the proceedings and many members of the United 
Nations non-members of the Preparatory Committee ° and some non-governmental 
organizations in Category “A” * sent observers who from time to time gave the 
Committee the benefit of their views. 


4. ELECTED OFFICERS OF THE SECOND SFSSION 


Chairman: H. E. Suerens (Belgium) 
Vice-Chairmen : 
First Vice-Chairman: H. E. Erik Co_tpan (Norway) 
Second Vice-Chairman : 
Sir Raghavan Priuar (India) 
H. Kk. Dr. Zdenek AUGENTHALER (Czechoslovakia ). 
Mr. Sergio I. CLARK (Cuba) 
Hon, L. D. WiILGREss (Canada) 
Commission A: 
Chairman: H. E. Suerens (Belgium). 
Vice-Chairmen 
H. E. M. Erik CoLrpan (Norway). 
H. E. Antonio pe VILHENA FERREIRA BRAGA (Brazil). 
Commission B: 
Chairman: Hon. L. D. WinGress (Canada). 
Vice-Chairman: M. J. Royer (France). 


PART II—THE DRAFT CHARTER 
CHAPTER | PURPOSE AND OBJECTIVES 


ARTICLI 1 


RECOGNIZING the determination of the United Nations to promote peaceful and 
friendly relations among nations, 

THE STATES parties to this Charter undertake in the fields of trade and em 
ployment to cooperate with one another and with the United Nations 

For the Purpose of 


*The members are: Australia, Belgium-Luxemburg Economic Union, Brazil, Canada, 
Chile, China, Cuba, Czechoslovakia, France, India, Lebanon, Netherlands, New Zeals 
Norway, Union of South Africa, Union of Soviet Socialist Republics, United Kinged 
United States of Ame 1 

‘The Food and Agriculture Organization and the International Labour Organization 

*The International Bank for Reconstruction and Development and the International 
Monetary Fund 

> Colombia, Denmark, Mexico, Peru, Poland and Syria sent observers to the First Session 
Colombia and Mexico to the Drafting Committee, and the following countries to the Second 
Session,in addition to those represented at the First Sessior Afghanistan, Argentina, 
Ecuador, Egypt, Greece, Iran, Saudi-Arabia, Siam, Sweden, Turkey, Uruguay, Venezuela, 
Yugoslavia 

*The organizations were: American Federation of Labor, International Chamber of 














Commerce, International Co-operative Alliance. World Federation of Trade Unions rhe 
International Federation of Agricultural Producers also submitted its views on certain 
points to the Second Session of the Preparatory Committee. The International Federation 


of Christian Trade Unions and the Interparliamentary Union were also invited to be repre 
sented 

7In order to facilitate simultaneous discussion, the Preparatory Committee at the Second 
Session was divided into two commissions, each of which consisted of representatives of 
all Delegations. Commission A, and its sub-committees, prepared texts for consideration 
by the Preparatory Committee relating to the chapters on Employment and Economic 
Activity, Economic Development and General Commercial Policy (with the exception of 
the Articles relating to Subsidies) Similarly, Commission B prepared draft texts relating 
to the chapters on Purposes, Organization, Restrictive Business Practices and Inter 









mental Commodity Agreements, well as the Articles on Subsidies Each Con 
established sub-committees for the further stud of individual Articles or gr 
Articles (see Enclosure 3) All drafts were reviewed at the final plenary meetings of the 


Preparatory Committee 
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- 


REALIZING the aims set forth in the Charter of the United Nations, par- 
ticularly the attainment of the higher standards of living, full employment 
and conditions of economic and social progress and development, envisaged 
in Article 55 (a) of that Charter. 

To THIS END they pledge themselves, individually and collectively, to 
promote national and international action designed to attain the following 
objectives : 

1. To assure a large and steadily growing volume of real income and 
effective demand, to increase the production, consumption and exchange of 
goods, and thus to contribute to a balanced and expanding world economy. 

2. To foster and assist industrial and general economic development, par- 
ticularly of those countries which are still in the early stages of industrial 
development, and to encourage the international flow of capital for produc- 
tive investment. 

3. To further the enjoyment by all countries, on equal terms, of access to 
the markets, products and productive facilities, which are needed for their 
economic prosperity and development. 

4. To reduce tariffs and other barriers to trade and to eliminate discrimina- 
tory treatment in international commerce. 

5. To enable countries, by increasing the opportunities for their trade and 
economic development on a mutually advantageous basis, to abstain from 
measures which would disrupt world commerce, reduce productive employ- 
ment or retard economic progress. 

6. To facilitate through the promotion of mutual understanding, consulta- 
tion and cooperation the solution of problems relating to international trade 
in the fields of employment, economic development, commercial policy, busi- 
ness practices and commodity policy. 

ACCORDINGLY they hereby establish the INTERNATIONAL TRADE ORGANI 
ZATION through which they shall co-operate as Members to achieve the purpose 
and the objectives set forth in this Article. 


CHAPTER II—EMPLOYMENT AND Economic Activity 


ARTICLE 2. IMPORTANCE OF EMPLOYMENT, PRODUCTION, AND DEMAND IN RELATION 
rO THE PURPOSES OF THIS CHARTER 


1. The Members recognize that the avoidance of unemployment or under- 
employment through the achievement and maintenance in each country of useful 
employment opportunities for those able and willing to work and of a large 
and steadily growing volume of production and effective demand for goods and 
services is not of domestic concern alone, but is also a necessary condition for 
the realization of the general purpose and the objectives set forth in Article I 
of this Charter, including the expansion of international trade, and thus for 
the well-being of all other countries. 

2. The Members recognize that, while the avoidance of unemployment or 
under-employment must depend primarily on domestic measures, such measures 
should be supplemented by concerted action under the sponsorship of the 
Economic and Social Council of the United Nations in collaboration with the 
appropriate inter-governmental organizations, each of these bodies acting within 
its respective sphere and consistently with the terms and purposes of its basic 
instrument. 

3. The Members recognize that the regular exchange of information and views 
among Members in indispenstable for successful cooperation in the field of 
employment and economic activity and should be facilitated by the Organization. 


ARTICLE 38. MAINTENANCE OF DOMESTIC EMPLOYMENT 


1. Each Member shall take action designed to achieve and maintain full and 
productive employment and large and steadily growing demand within its own 
territory through measures appropriate to its political, economic, and social 
institutions. 

2. Measures to sustain employment, production, and demand shall be consistent 
with the other objectives and provisions of this Charter. Members shall seek 
to avoid measures which would have the effect of creating balance-of-payments 
difficulties for other countries. 
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ARTICLE 4. FAIR LABOUR STANDARDS 


Each Member, recognizing that all countries have a common interest in the 
achievement and maintenance of fair labour standards related to productivity, 
shall take whatever action may be appropriate and feasible to eliminate sub- 
standard conditions of labour in production for export and generally throughout 
its territory. Members which are also members of the International Labour 
Organization shall co-operate with that organization in giving effect to this 
undertaking. 


ARTICLE 5. REMOVAL OF MALADJUSTMENTS WITH:iN THE BALANCE OF PAYMENTS 


1. In the event that a persistent maladjustment within a Member’s balance 
of payments is a major factor in a situation in which other Members are in 
volved in balance-of-payments difficulties which handicap them in carrying out 
the provisions of Article 8 without resort to trade restrictions, the Member shall 


ake its full contribution, while appropriate action shall be taken by the other 


Members concerned, towards correcting the situation 


2. Action in accordance with this Article shall be taken with due regard to 
the desirability of employing methods which expand rather than contract inter- 
national trade. 


ARTICLE 6. EXCHANGE OF INFORMATION AND CONSULTATION 


1. The Members and the Organization shall participate in arrangements made 
or sponsored by the Economic and Social Council of the United Nations, including 
arrangements with appropriate inter-governmental organizations: 

(a) for the systematic collection, analysis and exchange of information 
on domestic employment problems, trends and policies, including as far as 
possible information relating to national income, demand and the balance 
of payments. 

(b) for consultation with a view to concerted action on the part of gov- 
ernments and intergovernmental organizations in the field of employment 
policies, 

2. The Organization shall, if it considers that the urgency of the situation so 
requires, initiate consultations among Members with a view to their taking ap- 
propriate measures against the international spread of a decline in employment, 
production or demand. 


ARTICLE 7. SAFEGUARDS FOR MEMBERS SUBJECT TO EXTERNAL DEFLATIONARY 


PRESSURE 


The Organization shall have regard, in the exercise of its functions under other 
provisions of this Charter, to the need of Members to take action within the 
provisions of this Charter to safeguard their economies against deflationary 
pressure in the event of a serious or abrupt decline in the effective demand 
of other countries. 


CHAPTER III—EcoNoMIc DEVELOPMENT 


ARTICLE 8. IMPORTANCE OF ECONOMIC DEVELOPMENT IN RELATION TO THE PURPOSE OF 
THIS CHARTER 


The Members recognize that all countries have a common interest in the preduc- 
tive use of the world’s human and material resources, and that the industrial 
and general economic development of all countries, and particularly of those in 
which resources are as yet relatively undeveloped, will improve opportunities for 
employment, enhance the productivity of labour, increase the demand for goods 
and services, contribute to economic balance, expand international trade and 
raise levels of real income. 


ARTICLE 9. DEVELOPMENT OF DOMESTIC RESOURCES AND PRODUCTIVITY 


Members shall within their respective territories take action designed progres 
sively to develop, and where necessary to reconstruct, industrial and other eco- 
nomic resources and to raise standards of productivity through measures 
consistent with the other provisions of this Charter. 
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ARTICLE 10, CO-OPERATION FOR ECONOMIC DEVELOPMENT 


1. Members shall co-operate with one another, with the Economie and Social 
Council of the United Nations, with the Organization and with other appropriate 
inter-governmental organizations in promoting industrial and general economic 
development. 

2. Subject to any arrangements entered into between the Organization and the 
Economic and Social Council and appropriate inter-governmental organizations, 
the Organization shall, within its powers and resources, furnish any Member 
which so requests with appropriate advice concerning its plans and the financing 
and the carrying-out of its programmes for economic development, or shall assist 
it to procure such advice. Such advice or assistance shall be furnished upon 
terms to be agreed and in such collaboration with other appropriate inter-govern- 
mental organizations as will use fully the special competence of each of them. 
The Organization shall, upon the same conditions, likewise aid Members in 
procuring appropriate technical assistance. 


ARTICLE 11. MEANS OF PROMOTING ECONOMIC DEVELOPMENT 


1. Progressive industrial and general economic development requires among 
other things adequate supplies of capital funds, materials, modern equipment and 
technology, and technical and managerial skills. Accordingly, no Member shall 
impose unreasonable or unjustifiable impediments that would prevent other Mem- 
bers from obtaining on equitable terms any such facilities for their economic 
development, and the Members shall co-operate in accordance with Article 10, 
in providing or arranging for the provision of such facilities, within the limits 
of their power. 

2. In order to stimulate and assure the provision and exchange of facilities for 
industrial and general economic development, no Member shall take unreasonable 
or unjustifiable action within its territories injurious to the rights or interests 
of nationals of other Members in the enterprise, skills, capital, arts or technology 
which they have supplied. 

3. The Organization may make recommendations for and promote interna- 
tional agreement on measures designed to assure just and equitable treatment for 
the enterprise, skills, capital, arts and technology brought from one Member 
country to another, including the elaboration and adoption of a general agreement 
or statement of principles as to the conduct, practices and treatment of foreign 
investment. 

4. The term “nationals” as used in Articles 11 and 12 comprises natural and 
legal persons. 


ARTICLE 12. INTERNATIONAL INVESTMENT FOR ECONOMIC DEVELOPMENT 


1. The Members recognize that, with appropriate safeguards, including meas- 
ures adequate to ensure that foreign investment is not used as a basis for inter- 
ference in the internal affairs or national policies of Members, international in- 
vestment, both public and private, can be of great value in promoting economic 
development and consequent social progress. They recognize that such develop- 
ment would be facilitated if Members were to afford, for international invest- 
ments acceptable to them, reasonable opportunities upon equitable terms to the 
nationals of other Members and security for existing and future investments. 
Accordingly they agree to provide, consistent with the limitations recognized 
as necessary in this Article, the widest opportunities for investment and the 
greatest security for existing and future investments. 

2. Subject to restrictions imposed in accordance with the Articles of Agree- 
ment of the International Monetary Fund or with a special exchange agreement 
entered into between the Member and the Organization under paragraph 6 of 
Article 24 of this Charter, 

(a) with respect to existing investments or to future investments after 
they have been made, no Member shall impose, directly or indirectly, require- 
ments on the investments of nationals of other Members which are appreciably 
more onerous than those which the Member imposes in similar circumstances 
upon its own nationals or upon the nationals of third countries. Neverthe- 
less the following shall not be deemed to be in conflict with this obligation : 

(i) requirements in force at the time of making the investment or at 
the time that the Charter shall have come into force with respect to 
the Member, whichever is later; 
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(ii) requirements in force at the time of any substantial addition to 
the investment or change in the nature of the business based upon the 
investment, in respect of such addition or such change ; 

(iii) reasonable measures to ensure participation under (iv) below, 
by the nationals of the Member in the future expansion of any branch 
of industry within its territories through increased investment; Pro- 
vided that, if the nationals of other Members whose interests are ma 
terially affected believe that the measure taken is inconsistent with 
the provisions of this paragraph, the Member taking the measure will 
provide adequate opportunity for consultation with a view to reaching 
a satisfactory settlement with the affected nationals; 

(iv) reasonable measures taken to ensure the transfer of ownership 
in whole or in part, of any investment within its territories from the 
nationals of any other Member to its ewn nationals, it being understood 
that such measures will provide for the payment of just consideration 
for the ownership transferred and that if the nationals of any other 
Member believe such provision has not been made, the Member will 
provide adequate opportunity for consultation in the manner described 
in (ili) above 

(b) Members shall make just compensation if the property, in which a 
national of another Member has an interest, is taken into public ownership 
or placed under public management or occupation 

3. Members shall promote co-operation between national and foreign enterprises 
or investors for the purpose of fostering economic development in cases where 
such co operation appears to the Members concerned to be appropriate. 


ARTICLE 138. GOVERN MENTAI ASSISTANCI rO ECONOMIC DEVELOPMENT 


1. The Members recognize that special governmental assistance may be required 
to promote the establishment, development or reconstruction of particular indus- 
tries, or particular branches of agriculture, and that in appropriate circumstances 
the grant of such assistance in the form of protective measures is justified. At 
the same time they recognize that an unwise use of such measures would impose 
undue burdens on their own economies, unwarranted restrictions on international 
trade and might increase unnecessarily the difficulties of adjustment for the 
economies of other countries. 

2. (a) If a Member in the interest of its programme of economic development 
or reconstruction considers it desirable to adopt any non-discriminatory measure 
vhich would conflict with any provision of Chapter [V or with any obligation 
which the Member has assumed through negotiations with any other Member 
or Members pursuant to Chapter IV, such applicant Member shall so notify the 
Organization and shall transmit to the Organization a written statement of the 
considerations in support of the adoption of the proposed measure. 

(b) The Organization shall promptly transmit such statement to all other 
Members, and any Member which considers that its trade would be substantially 
affected by the proposed measure shall transmit its views to the Organization 
within such period as shall be prescribed by the Organization 

(c) The Organization shall then promptly examine the proposed measure to 
(letermine whether it concurs in it, with or without modification, and shall in its 
examination have regard to the provisions of this Charter, to the considerations 
presented by the applicant Member and its stage of economic development or 
reconstruction, to the views presented by Members which may be substantially 
wuffected, and to the effect which the proposed measure, with or without modifica 
tion, is likely to have on international trade. 

3. (a) If as a result of its examination pursuant to paragraph 2 (c) of this 
Article the Organization concurs in principle in any proposed measure, with or 
without modification, which would be inconsistent with any obligation that the 
applicant Member has assumed through negotiations with any other Member or 
Members pursuant to Chapter IV, or which would tend to nullify or impair the 
benefit tu such other Member or Members of any such obligation, the Organiza 
tion shall sponsor and assist in negotiations between the applicant Member and 
the other Member or Members which would be substantially affected with a view 
to obtaining substantial agreement. The Organization shall establish and com- 
municate to the Members concerned a time schedule for such negotiations 

(b) Members shall commence the negotiations provided for in sub-paragraph 
(a) of this paragraph within such period as the Organization may prescribe 
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and shall thereafter, unless the Organization decides otherwise, proceed con- 
tinuously with such negotiations with a view to reaching substantial agreement 
in accordance with the time schedule laid down by the Organization. 

(c) Upon substantial agreement being reached, the Organization may release 
the applicant Member from the obligation referred to in sub-paragraph (a) of 
this paragraph or from any other relevant obligation under this Charter, subject 
to such limitations as may have been agreed upon in the negotiations between 
the Members concerned 

t. (a) If, as a result of its examination pursuant to pargraph 2 (c) of this 
Article, the Organization concurs in any proposed measure, with or without 
modification, other than those provided for in paragraph 8 (@) of this Article, 
which would be inconsistent with any provision of Chapter IV, the Organization 
may release the applicant Member from any obligation under such provision, 
subject to such limitations as the Organization may impose. 

(b) If, having regard to the provisions of paragraph 2 (c), it is established 
in the course of such examination that such measure is unlikely to be more 
restrictive of international trade than any other practicable and reasonable 
measure permitted under this Charter which could be imposed without undue 
difficulty and that it is the one most suitable for the purpose having regard to 
the economics of the industry or the branch of agriculture concerned and to the 
current economic condition of the applicant Member, the Organization shall 
concur in Such measure and grant such release as may be required to make such 
measure effective. 

(c) If in anticipation of the concurrence of the Organization in the adoption 
of a measure concerning which notice has been given under paragraph 2 of this 
Article, other than a measure provided for in paragraph 3 (a) of this Article, 
there should be an increase or threatened increase in the importations of the 
product or products concerned, including products which can be directly sub- 
situted therefor, so substantial as to jeopardize the plans of the applicant Mem 
ber for the establishment, development or reconstruction of the industry or 
industries concerned, or branches of agriculture concerned, and if no preventive 
measures consistent with this Charter can be found which seem likely to prove 
effective, the applicant Member may, after informing, and when practicable 
consulting with, the Organization, adopt such other measures as the situation 
may require pending a determination by the Organization, provided that such 
measures do not reduce imports below the level obtaining in the most recent 
representative period preceding the date on which the Member’s original notifica- 
tion Was made under paragraph 2 of this Article. 

5. (a) In the case of measures referred to in paragraph 3 of this Article, the 
Organization shall, at the earliest opportunity but ordinarily within fifteen days 
after receipt of the statement referred to in paragraph 2 (a) of this Article, 
advise the applicant Member of the date by which the Organization will notify 
it Whether or not it concurs in principle in the proposed measure, with or without 
modification. 

(b) In the case of measures referred to in paragraph 4 of this Article, the 
Organization shall, as provided for in paragraph 5 (a), advise the applicant 
Member of the date by which it will notify it whether or not it is released from 
such obligation or obligations as may be relevant; Provided that, if the applicant 
Member does not receive a final reply by the date set by the Organization, it may, 
after communicating with the Organization, institute the proposed measure after 
the expiration of a further thirty days from such date. 


ARTICLE 14, TRANSITIONAL MEASURES, 


tr. Any Member may maintain any nondiscriminatory protective measure which 
has been imposed for the establishment, development or reconstruction of par- 
ticular industries, or particular branches of agriculture, and which is not other- 
wise permitted by this Charter; Provided that 

(@) any such Member which is a signatory of the General Agreement on 
Tariffs and Trade shall have notified the other signatory governments not 
later than thirty days prior to the day of the signature of the Agreement of 
each product on which any such existing measure is to be maintained and 

of the nature and purpose of such measure, and 
(b) any such Member not being a signatory of the General Agreement but 
having signed this Charter on the day of its general signature, shall have 
notified the other governments signing this Charter on that day, prior to their 
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signature, of each product on which any such existing measure is to be main- 
tained and of the nature and purpose of such measure, and 
(c) any other such Member shall, prior to the day of its signature of 
this Charter, have notified the existing measures that it wishes to maintain 
to all governments which signed the Charter on the day of its general signa- 
tures, or if this Charter has already entered into force, to the Members of 
the Organization. Any Member maintaining any such measure shall! within 
one month of assuming Membership in the Organization notify it of the 
measure concerned, the considerations in support of its maintenance and the 
period for which it wishes to maintain the measure. The Organization shall, 
as soon as possible, but in any case within twelve months of such Member 
assuming Membership in the Organization, examine and give a decision con 
cerning the measure as if it had been submitted to the Organization for its 
concurrence under Article 15 
2. The Organization, in making a decision under this Article specifying a date 
by which any modification in or withdrawal of the measure is to be made, shall 
have regard to the possible need of a Member for a suitable period of time in 
which to make such modification or withdrawal 
3. This Article shall not be construed to apply to a measure which would be 
inconsistent with any obligation that the Member concerned has assumed through 
negotiations with any other Member or Members pursuant to Chapter IV or 
which would tend to nullify or impair the benefit to such other Member or 
Members of any such obligation. 


ARTICLE 15. PREFERENTIAL ARRANGEMENTS FOR ECONOMIC DEVELOPMENT 


1. The Members recognize that special circumstances may justify new prefer 
ential arrangements between two or more countries, not contemplating a customs 
union, in the interest of the programmes of economic devolpment or reconstruction 
of one or more such countries. Subject to such limitations as it may impose, the 
Organization may grant [by an affirmative vote of two-thirds of the Members 
voting | an exception to the provisions of Chapter IV to permit such arrangements 
to be made. 

2. Any Member or Members contemplating such an arrangement shall notify 
the Organization thereof and shall transmit to it a written statement of the 
considerations in support of the adoption of the arrangement. The Organiza 
tion shall then examine and give a decision concerning the proposal as if it had 
been submitted for its concurrence under Article 13. Any country which would 
be accorded preferential treatment by another country under the proposed 
arrangement shall be regarded as an applicant Member for the purpose of that 
Article. 


CHAPTER IV. COMMERCIAL POLIcy 
Section A—Tarifjs, Preferences, and Internal Taxation and Regulation 
ARTICLE 16. GENERAL MOST-FAVOURED-NATION TREATMENT 


1. With respect to customs duties and charges of any kind imposed on or in 
connection with importation or exportation or imposed on the international trans 
fer of payments for imports or exports, and with respect to the method of levying 
such duties and charges, and with respect to all rules and formalities in econnee 
tion with importation and exportation, and with respect to all matters referred 
to in paragraphs 1 and 2 of Article 18, any advantage, favour, privilege or im 
munity granted by any Member to any product originating in or destined for 
any other country, shall be accorded immediately and unconditionally to the like 
product originating in or destined for all other Member countries respectivel 

- ‘raph I of this Article shall not require the elimina- 





2. The provisions of pa 
tion except as provided in Article 17, of any preferences in respect of import 
duties or charges which do not exceed the levels provided for in paragraph 3 of 
this Article and which fall within the following descriptions : 

(a) preferences in force exclusively between two or more of the terri 
tories listed in Annex A to this Charter, subject to the conditions set forth 
therein; 






(b) preferences in force exclusively between two or more territories 
which on 1 July 1939 were connected by common sovereignty or relations of 
protection or suzerainty and which are listed in Annexes B, C, D and 
of this Charter, subject to the conditions set forth therein: 
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(c) preferences in force exclusively between the United States of America 
and the Republic of Cuba ; 

(d) preferences in force exclusively between neighbouring countries listed 
in Annexes E, F and... of this Charter. 

3. The margin of preference on any product in respect of which a preference 
is permitted under paragraph 2 of this Article shall not exceed (a) the maximum 
margin provided for under the General Agreement on Tariffs and Trade or any 
subsequent operative agreement resulting from negotiations under Article 17, 
or (b) if not provided for under such agreements, the margin existing either 
on 10 April 1947 or on such earlier date as may have been established for a Mem- 
ber as a basis for negotiating the General Agreement on Tariffs and Trade, at 
the option of such Member. 


ARTICLE 17. REDUCTION OF TARIFFS AND ELIMINATION OF PREFERENCES 


1. Each Member shall, upon the request of the Organization, enter into and 
earry out with such other Member or Members as the Organization may specify, 
negotiations directed to the substantial reduction of tariffs and other charges 
on imports and exports and to the elimination of the preferences referred to in 
paragraph 2 of Article 16 on a reciprocal and mutually advantageous basis. 
These negotiations shall proceed in accordance with the following rules: 

(a) In the negotiations relating to any specific product 

(i) when a reduction is negotiated only in the most-favoured-nation 
rate such reduction shall operate automatically to reduce or eliminate 
the margin of preference applicable to that product ; 

(ii) when a reduction is negotiated only in the preferential rate, the 
most-favoured-nation rate shall automatically be reduced to the extent 
of such reduction: 

(iii) when it is agreed that reductions will be negotiated in both the 
most-favoured-nation rate and the preferential rate. the reduction in 
each shall be that agreed by the parties to the negotiations ; 

(iv) no margin of preference shall be increased. 

(b) The binding of low tariffs or of tariff-free treatment shall in principle 
he recognized as a concession equivalent in value to the substantial reduc 
tion of high tariffs or the elimination of tariff preferences. 

(c) Account shall be taken of any concessions which either Member is 
already extending to the other Member by virtue of previous negotiations 
regarding tariffs and preferences pursuant to this Article. 

(d) The results of such negotiations shall be incorporated in the General 
Agreement on Tariffs and Trade, signed at : po ae 
1947 by agreement with the parties to that Agreement, and thereupon the 
parties to such negotiation shall become contracting parties to the General 
Agreement on Tariffs and Trade if they are not so already. 

2. If any Member considers that any other Member has failed to fulfil its 
obligations under paragraph 1 of this Article, such Member may refer the 
matter to the Organization, which, after investigation, shall make appropriate 
recommendations to the Members concerned. If the Organization finds that a 
Member has failed without sufficient justification, having regard to its economic 
position and the provisions of the Charter as a whole, to carry out negotiations 
within a reasonable period of time in accordance with the requirements of para- 
graph 1 of this Article, the Organization may determine that any Member or 
Members shall, nothwithstanding the provisions of Article 16, be entitled to with- 
hold from the trade of the other Member any of the tariff benefits which may 
have been negotiated pursuant to paragraph 1 of this Article, and embodied in 
Part I of the General Agreement in Tariffs and Trade. If such benefits are in 
fact withheld, so as to result in the application to the trade of the other Mem- 
ber of tariffs higher than would otherwise have been applicable, such other 
Member shall then be free, within sixty days after such action is taken, to with- 
draw from the Organization upon the expiration of sixty days from the date on 
which written notice of such withdrawal is received by the Organization. 

3. The provisions of this Article shall operate in accordance with the provisions 
of Article 81. 


ARTICLE 18. NATIONAL TREATMENT ON INTERNAL TAXATION AND REGULATION 


1. The products of any Member country imported into any other Member 
country shall be exempt from internal taxes and other internal charges of any 
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nd in excess of those applied directly or indirectly to like products of national 
origin. Moreover, in cases in which there is no substantial domestic production 
of like products of national origin, no Member shall apply new or increased 
ternal taxes on the products of other Member countries for the purpose of 
affording protection to the production of directly competitive or substitutable 
products which are not similarly taxed; existing internal taxes of this kind 
shall be subject to negotiation for their reduction or elimination in the manner 
provided for in respect of tariffs and preferences under Article 17 

2. The products of any Member country imported into any other Member 

intry shall be accorded treatment no less favourable than that accorded to 
like products of national origin in respect of all laws, regulations and require 
nents affecting their internal sale, offering for sale, purchase, transportation, 
istribution, or use This paragraph shall not prevent the application of 
differential transportation charges which are based exclusively on the economic 
operation of the means of transport and not on the nationality of the product 
3. In applying the principles of paragraph 2 of this Article to internal quanti 
tative regulations relating to the mixture, processing or use of products in 
specified amounts or proportions, the Members shall observe the following 
provisions : 

(a) no regulations shall be made which, formally or in effect, require that 
any specified amount or proportion of the product in respect of which such 
regulations are applied must be supplied from domestic sources ; 

(0) no Member shall, formally or in effect, restrict the mixing, processing 
or use of a product of which there is no substantial domestic production with 
a view to affording protection tc the domestic production of a directly com 
petitive or substitutable product 

1. The provisions of paragraph 38 of this Article shall not apply to: 

(a) any internal quantitative regulation relating to cinematograph films 
and meeting the requirements of Article 19; 

(0) any other measures of internal quantitative control in force in any 
Member country on 1 July 1939 or 10 April 1947 at the option of that 
Member: Provided that any such measure which would be in conflict with 
the provisions of paragraph 38 of this Article shall not be modified to the 
detriment of imports and shall be subject to negotiations for its limitation, 
liberalization or elimination in the manner provided for in respect of tariffs 
and preferences under Article 17. 

5. The provisions of this Article shall not apply to the procurement by govern 
mental agencies of products purchased for governmental purposes and not for 
resale or uSe in the production of goods for sale, nor shall they prevent the pay 
ment to domestic producers only of subsidies provided for under Article 25, 
including payments to domestic producers derived from the proceeds of internal 
taxes or charges and subsidies effected through governmental purchases of 
domestic products. 


ARTICLE 19. SPECIAL PROVISIONS RELATING TO CINEMATOGRAPH FILMS 


If any Member establishes or maintains internal quantitative regulations 
relating to exposed cinematograph films, such regulations shall take the form of 
screen quotas which shall conform to the following conditions and requirements 

(a) Screen quotas may require the exhibition of cinematograph films of 
national origin during a specified minimum proportion of the total screen 
time actually utilized over a specified period of not less than one year in the 
commercial exhibition of all films of whatever origin, and shall be computed 

on the basis of screen time per theatre per year or the equivalent thereof. 

(b) With the exception of screen time reserved for films of national origin 
under a screen quota, no sereen time, including screen time released by 
administrative action from minimum time reserved for films of national 
origin, shall formally or in effect be allocated among sources of supply 

(c) Notwithstanding the provisions of sub-paragraph (b) above, Members 
may maintain screen quotas conforming to the conditions of sub-paragraph 
(a) which reserve a minimum proportion of sereen time for films of a na- 
tional origin other than that of the Member imposing such screen quotas; 
Provided that no such minimum proportion of screen time shall be increased 
above the level in effect on 10 April 1947. 

(d) Screen quotas shall be subject to negotiation for their limitation, 
liberalization or elimination in the manner provided for in respect of tariffs 
and preferences under Article 17. 
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Section B—Quantitative Restrictions and Eachange Controls 
ARTICLE 20. GENERAL ELIMINATION OF QUANTITATIVE RESTRICTIONS si 


1. No prohibitions or restrictions other than duties, taxes or other charges, 
whether made effective through quotas, import or export licences or other meas- 
ures, shall be instituted or maintained by any Member on the importation of any 
product of any other Member country or on the exportation or sale for export 
of any product destined for any other Member country. 

2. The provisions of paragraph I of this Article shall note extend to the 
following: ‘ 

(a) export prohibitions or restrictions temporarily applied to prevent or bh 
relieve critical shortages of food stuffs or other products essential to the 
exporting Member country ; 

(b) import and export prohibitions or restrictions necessary to the appli- 
cation of standards or regulations for the classification, grading or market- 
ing of commodities in international trade; if, in the opinion of the Organiza- 
tion, the standards or regulations adopted by a Member under this sub- 
paragraph have an unduly restrictive effect on trade, the OrganiaZtion may 
request the Member to revise the standards or regulations; Provided that 
it Shall not request the revision of standards internationally agreed under 
paragraph 7 of Article 38; 

(¢) import restrictions on any agricultural or fisheries product, imported 
in any form, necessary to the enforcement of governmental measures which 
operate : 

(i) to restrict the quantities permitted to be marketed or produced 
of the like domestic product, or, if there is no substantial domestic 
production of the like product, of a domestic product for which the im- 
ported product can be directly substituted ; or 

(ii) to remove a temporary surplus of the like domestic product, or, 
if there is no substantial domestic production of the like product, of a 
domestic product for which the imported products can be directly sub- 
stituted, by making the surplus available to certain groups of domestic 
consumers free of charge or at prices below the current market level: or 

(iii) to restrict the quantities permitted to be produced of any animal 
product the production of which is directly dependent, wholly or mainly, 
on the imported commodity, if the domestic production of that com- 
modity is relatively negligible. 

Any Member applying restrictions on the importation of any product 
pursuant to this sub-paragraph shall give public notice of the total quantity 
or value of the product permitted to be imported during a specified future 
period and of any change in such quantity or value. Moreover, any restric- 
tions applied under (i) above shall, not be such as will reduce the total 
of imports relative to the total of domestic production, as compared with 
the proportion which might reasonably be expected to rule between the two 
in the absence of restrictions. In determining this proportion, the Member 
shall pay due regarding to the proportion prevailing during a previous 
representative period, and to any special factors which may have affected 
or may be affecting the trade in the product concerned. 

Throughout this Section the terms “import restrictions” or “export re- 
strictions” include restrictions made effective through State-trading operations. 


2 
o 


ARTICLE 21. RESTRICTIONS TO SAFEGUARD THE BALANCE OF PAYMENTS 


1. Notwithstanding the provisions of paragraph 1 of Article 20, any Member, 
in order to safeguard its external financial position and balance of payments, 
may restrict the quantity or value of merchandise permitted o be imported, sub- 
ject to the provisions of the following paragraphs of this Article. 

2. (a) No Member shall institute, maintain or intensify import restrictions 
under this Article except to the extent necessary 

(i) to forestall the imminent threat of, or to stop, a serious decline in its 
monetary reserves, or 

(ii) in the case of a Member with very low monetary reserves, to achieve 
a reasonable rate of increase in its reserves; due regard being paid in either 
case to any special factors which may be affecting the Member’s reserves or 
need for reserves, including, where special external credits or other re- 
sources are available to it, the need to provide for the appropriate use of 
such credits or resources. 
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(0) Members applying restrictions under sub-paragraph (a) shall progres 
sively relax them as such conditions improve, maintaining tl 





em only to the 
extent that the conditions specified in that sub-pargraph still justify their appli- 
ition. They shall eliminate the restrictions when conditions would no longer 
stify their institution or maintenance under that sub-paragraph. 
(a) The Members recognize that in the early years of the Organization all 
if them will be confronted in varying degrees with problems of economie adjust 
ent resulting from the war During this period the Organizatioa shall, when 
required to take decisions under this Article or under Article take full 
ccount of the difficulties of post-war adjustment and of the need which a Mem- 
ber may have to use import restrictions as a step towards the restoration of 
equilibrium in its balance of payments on a sound and lasting basis 
(b) The Members recognize that, as a result of domestic policies directed to 
ward the fulfilment of a Member’s obligations under Article 3 relating to the 
ievement and maintenance of full and productive employment and large and 
eadily ‘rowing demand or its obligations under Article 9 relating to the re 
construction or development of industrial and other economic resources and to 
e raising of standards of productivity, such a Member may experience a high 
vel of demand for imports. Accordingly 
(i) notwithstanding the pro ions of paragraph 2 of this Article no 
Member shall be required to withdraw or modify rest: t ns on the ground 





th 


that a change in such policies would render unnecessary the restrictions 
which it is applying under this Article 

(ii) any Member applyin mport restriction nder this Article may 
determine the incidence of the restrictions o1 ports of different products 
or classes of products in such a a is to e priority to the importation 
of those products which are more essential in the light of such policies. 
) Members undertake, in carrying out their domestic policies 

(i) to pay due regard to the need for reston equilibrium in their 


balance of payments on a sound and lasting basis and to the desirability 
of assuring an economic employment of productive resources ; 
(ii) not to apply restrictions so as to prevent unreasonably the importa 


tion of any description of goods in minimum commercial quantities, the 
exclusion of which would impair regular channels of trade, or restrictions 
which would prevent the importation of commercial samples, or prevent 


l 


compliance with patent, trademark, copyright, or similar procedures; and 
(iii) to apply restrictions under this Article in such a way as to avoid 
unnecessary damage to the commercial or economic interests of any other 
Member. 
4. (a) Any Member which is not applying restrictions under this Article, but 
s considering the need to do so, shall, before instituti such restrictions (or, 
in circumstances in which prior consultation is impracticable, immediately after 
doing so), consult with the Organization as to the nature of its balance-o 
payments difficulties, alternative corrective measures which may be available, 
d the pe ssible effect of such measures on the economies of other Members. 
No Member shall be required in the course of consultations under this sub 
paragraph to indicate in advance the choice of timing of any particular measure 
vhich it may ultimately determine to adopt 
(b) The Organization may at any time invite any Member which is applying 
import restrictions under this Article to enter into snch consultations with it, 
and shall invite any Member substantially intensifying such restrictions to 





onsult within thirty days \ member thus invited shall participate in such 
discussions The Organization may invite any other Member to take part in 
these discussions Not later than two verrs from the dav on which this 


Charter enters into force, the Organization shall review all restrictions existing 


on that day and still applied under this Article at the time of the review 
(c) Any Member may consult with the Organization with a view to obtaining 
the prior approval of the Organization for restrictions which the Member pro 


poses, under this Article, to maintain, intensify or institute, or for the mainte 
nance, intensification or institution of restrictions under specified future cond 
tions. As a result of such consultations, the Organization may appre 
advance the maintenance, intensification or institution of restrictions by the 
Member in question insofar as the general extent, degree of intensity and 

tion of the restrictions are concerned. To the extent to which such approval has 
heen given, the requirements of sub-paragraph (a) of this paragraph shall be 
deemed to have been fulfilled, and the action of the Member applying the 
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restrictions shall not be open to challenge under sub-paragraph (d) of this 
paragraph on the ground that such action is inconsistent with the provisions of 
paragraph 2 of this Article. 

(d) Any Member which considers that another Member is applying restric 
tions under this Article inconsistently with paragraph 2 or 3 of this Article or 
with Article 22 (subject to the provisions of Article 23) may bring the matter 
for discussion to the Organization; and the Member applying the restrictions 
shall participate in the discussion. The Organization, if it is satisfied that there 
is a prima facie case that the trade of the Member initiating the procedure is 
adversely affected, shall submit its views to the parties with the aim of achiey 
ing a settlement of the matter in question which is satisfactory to the parties 
and to the Organization If no such settlement is reached and if the Organiza 
tion determines that the restrictions are being applied inconsistently with 
paragraph 2 or 3 of this Article or with Article 22 (subject to the provisions of 
Article 23), the Organization shall recommend the withdrawal or modification of 
the restrictions. If the restrictions are not withdrawn or modilied in accord 
ance with the recommendation of the Organization within sixty days, the 
Organization may release any Member from spec‘fied obligations under this 
Charter, towards the Member applying the restrictions. 

(ec) It is recognized that premature disclosure of the prospective application, 

withdrawal or modification of any restriction under this Artic'e might stimulate 
speculative trade and financial movements which would tend to defeat the 
purposes of this Article. Accordingly, the Organization shall make provision for 
the observance of the utmost secrecy in the conduct of any consultation. 
5. If there is a persistent and widespread application of import restrictions 
under this Article, indicating the existence of a general disequilibrium which is 
restricting international trade, the Organization shall initiate discussions to 
consider whether other measures might be taken, either by those Members whose 
balances of payments are under pressure or by those Members whose balances 
of payments are tending to be exceptionally favourable, or by any appropriate 
inter-zgovernmental organization, to remove the underlying causes of the dis 
equilibrium. On the invitation of the Organization, Members shall participate 
in such discussions. 





ARIICLE 22, NON-DISCRIMINATORY ADMINISTRATION OF QUANTITATIVE RESTRICTIONS 


1. No prohibition or restriction shall be applied by any Member on the im 
portation of any product of any other Member country or on the exportation of 
uny product destined for any other Member country, unless the importation of 
the like product of all third countries or the exportation of the like product to 
all third countries is similarly prohibited or restricted. 

2. In applying import restrictions to any product, Members shall aim at a 
distribution of trade in such product approaching as closely as possible to the 
shares which the various Member countries might be expected to obtain in the 
absence of such restrictions, and to this end shall observe the following 
provisions: 

(a) wherever practicable, quotas representing the total amount of per- 
mitted imports (whether allocated among supplying countries or not) shall 
be fixed, and notice given of their amount in accordance with paragraph 3 
(b) of this Article; 

(b) in cases in which quotas are not practicable, the restrictions may be 
applied by means of import licences or permits without a quota; 

(c) Members shall not, except for purposes of operating quotas allocated 
in accordance with sub-paragraph (d) of this paragraph, require that import 
licences or permits be utilized for the importation of the produce concerned 
from a particular country or source; 

(7) in cases in which a quota is allocated among supplving countries, 
the Member applying the restrictions may seek agreement with respect to the 
allocation of shares in the quota with all other Members having a substan- 
tial interest in supplying the product concerned. In eases in which this 
method is not reasonably practicable, the Member concerned shall allot to 
Member countries having a substantial interest in supplvine the product, 
shares based upon the proportions, supplied by such Member ‘countries 
during a previous representative period, of the total quantity or value of 
imports of the product, due account being taken of any special factors which 
may have affected or may he affecting the trade in the product. No con- 
ditions or formalities shall be imposed which would prevent any Member 
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from utilizing fully the share of any such total quantity or value which 
has been allotted to it, subject to importation being made within any pre- 
scribed period to which the quota may relate. 

3. (a) In cases in which import licences are issued in connection with import 
estrictions, the Member applying the restriction shall provide, upon the request 
of any Member having an interest in the trade in the product concerned, all rele- 
vant information concerning the administration of the restriction, the import 
licences granted over a recent period and the distribution of such licences among 
supplying countries; Provided that there shall be no obligation to supply infor- 
mation as to the names of importing or supplying enterprises. 

(b) In the case of import restrictions involving the fixing of quotas, the Mem 
ber applying the restrictions shall give public notice of the total quantity or 
value of the product or products which will be permitted to be imported during 
a specified future period and of any change in such quantity or value. Any 
supplies of the product in question which were en route at the time at which 
public notice was given shall not be excluded from entry; Provided that they 
may be counted, so far as practicable, against the quantity permitted to be 
imported in the period in question, and also, where necessary, against the quan 
tities permitted to be imported in the next following period or periods, and 
Provided further that if any Member customarily exempts from such restrictions 
products entered for consumption or withdrawn from warehouse for consump- 
tion during a period of thirty days after the day of such public notice, such 
practice shall be considered full compliance with this subparagraph. 

(c) In the case of quotas allocated among supplying countries the Member 
applying the restriction shall promptly inform all other Members having an 
interest in supplying the product concerned of the shares in the quota currently 
illocated, by quantity or value, to the various suppiying countries and shall give 
public notice thereof, 

4. With regard to restrictions applied in accordance with paragraph 2 (d) of 
this Article or under paragraph 2 (c) of Article 20, the selection of a repre- 
sentative period for any product and the appraisal of any special factors affect- 
ing the trade in the product shall be made initially by the Member applying the 
restriction; Provided that such Member shall, upon the request of any other 
Member having a substantial interest in supplying that product or upon the 
request of the Organization, consult promptly with the other Member or the 
Organization regarding the need for an adjustment of the proportion determined 
or of the base period selected or for the reappraisal of the special factors involved, 
1 for the elimination of conditions, formalities or any other provisions estab- 
lished unilaterally upon the allocation of an adequate quota or its unrestricted 
utilization. 

5. The provisions of this Article shall apply to any tariff quota instituted or 
maintaived by any Member and, insofar as applicable, the principles of this 
Article shall also extend to export restrictions and to any internal regulation 
or requirements under paragraph 2 of Article 18. 





Article 23. Erce ptions to the Rule of Non discrimination. 


1. (a) The Members recognize that when a substantial and widespread dis- 
equilibrium prevails in international trade and payments a Member applying 
restrictions under Article 21 may be able to increase its imports from certain 
sources without unduly depleting its monetary reserves, if permitted to depart 
from the pro\ isions of Article 22 The Members also re« ognize the need for close 
limitation of such departures so as not to handicap achievement of multilateral 
international trade 

(b) Accordingly, when a substantially and widespread disequilibrium prevails 
in international trade and payments a Member applying import restrictions un- 
der Article 21 may relax such restrictions in a manner which departs from the 
provisions of Article 22 to the extent necessary to obtain additional imports 
above the maximum total of imports which it could afford in the light of require 
ments of paragraph 2 of Article 21 if its restrictions were fully consistent with 
Article 22: Provided that 

(i) levels of delivered prices for products so imported are not established 
substantially higher than those ruling for comparable goods regularly avail 
able from other Members, and that any excess of such price levels for prod 
ucts so imported is progressively reduced over a reasonable period; 

(ii) the Member taking such action does not do so as part of any arrange- 
ment by which the gold or convertible currency which the Member currently 
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receives directly or indirectly from its exports to other Members not party 
to the arrangement is appreciably reduced below the level it could otherwise 
have been reasonably expected to attain; 

(iii) such action does not cause unnecessary damage to the commercial 
or economic interests of any other Member. 

(c) Any Member taking action under this paragraph sball observe the prin- 
ciples of subparagraph (0) of this paragraph. A Member shall desist from trans- 
actions which prove to be inconsistent with that sub-paragraph but the Member 
shall not be required to satisfy itself, when it is not practicable to do so, that 
the requirements of that sub-paragraph are fullilled in respect of individual 
transactions, 

(d) Members undertake in framing and carrying out any programmes for 
additional imports under this paragraph to pay due regard to the need to facil- 
itate the termination of any exchange arrangements which deviate from the 
obligations of Sections 2, 3 and 4 of Article VIII of the Articles of Agreement of 
the International Monetary Fund and to the need to restore equilibrium in their 
balances of payments on a sound and lasting basis. 

¥. Any Member taking action under paragraph 1 of this Article shall keep 
the Organization regularly informed regarding such action and shall provide such 
available relevant information as the Organization may request. 

3. (a) Not later than 1 March 1952 (five years after the date on which the 
International Monetary Fund began operations) and in each year thereafter, 
any Member maintaining or proposing to institute action under paragraph 1 of 
this Article shall seek the approval of the Organization, which shall thereupon 
determine whether the circumstances of the Member justify the maintenance 
or institution of action by it under paragraph 1 of this Article. After 1 March 
1952 no Member shall maintain or institute such action without determination 
by the Organization that the Member's circumstances justify the maintenance or 
institution of such action, as the case may be, and the subsequent maintenance or 
institution of such action by the Member shall be subject to any limitations which 
the Organization may prescribe for the purpose of ensuring compliance with the 
provisions of paragraph 1 of this Article; Provided that the Organization shall 
not require that prior approval be obtained for individual transactions. 

(b) If at any time the Organization finds that import restrictions are boing 
applied by a Member in a discriminatory manner inconsistent with the exceptions 
provided for under paragraph 1 of this Article, the Member shall, within sixty 
days, remove the discrimination or modify it as specified by the Organization; 
Provided that any action under paragraph 1 of this Article, to the extent that it 
has been approved by the Organization under sub-paragraph (@) of this para- 
graph or to the extent that it has been approved by the Organization at the re- 
quest of a Member under a procedure analogous to that of paragraph 4 (c) of 
Article 21, shall not be open to challenge under this sub-paragraph or under 
paragraph 4 (d) of Article 21 on the ground that it is inconsistent with 
Article 22. 

(c) Not later than 1 March 1950, and in each year thereafter so long as any 
Members are taking action under paragraph 1 of this Article, the Organization 
shall report on the action still taken by Members under that paragraph. On or 
about 1 March 1952, and in each year thereafter so long as any Members are 
taking action under paragraph 1 of this Article, and at such times thereafter as 
the Organization may decide, the Organization shall review the question of 
whether there then exists such a substantial and widespread disequilibrium in 
international trade and payments as to justify resort to paragraph 1 of this 
Article by Members. If it appears at any date prior to 1 March 1952 that there 
has been a substantial and general improvement in international trade and pay- 
ments, the Organization may review the situation at that date. If, as a result of 
any such review, the Organization determines that no such disequilibrium exists, 
the provisions of paragraph 1 of this Article shall be suspended, and all actions 
authorized thereunder shall cease six months after such determination. 

4. The provisions of Article 22 shall not preclude restrictions in accordance 
with Article 21 which either 

(a) are applied against imports from other countries, but not as among 
themselves, by a group of territories having a common quota in the Inter- 
national Monetary Fund on condition that such restrictions are in all other 
respects consistent with Article 22, or 

(b) assist, in the period until 831 December 1951, by measures not involv- 
ing substantial departure from the provisions of Article 22, another country 
whose economy has been disrupted by war. 
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5. The provisions of this Section shall not preclude: 

(a) restrictions with equivalent effect to exchange restrictions authorized 
under Section 3 (0) of Article VII of the Articles of Agreement of the Inter- 
national Monetary Fund; or 

(b) restrictions under the preferential arrangements provided for in An- 
nex A of this Charter, subject to the conditions set forth therein 


ARTICLE 24. EXCHANGI ARRANGEMENTS 


1. The Organization shall seek co-operation with the Intermational Monetary 
Fund to the end that the Organization and the Fund may pursue a co-ordinated 
policy with regard to exchange questions within the jurisdiction of the Fund and 
questions of quantitative restrictions and other trade measures within the juris 
diction of the Organization 

2. In all cases in which the Organization is called upon to consider or deal 
with problems concerning monetary reserves, balance of payments or foreign ex 
change arrangements, the Organization shall consult fully with the International 
Monetary Fund. In such consultation, the Organization shall accept all findings 
of statistical and other facts presented by the International Monetary Fund relat 
ing to foreign exchange, monetary reserves and balance of payments, and shall 
accept the determination of the Fund as to whether action by a Member in 
exchange matters is in accordance with the Articles of Agreement of the Inter 
national Monetary Fund, or with the terms of a special exchange agreement be 
tween that Member and the Organization. The Organization, in reaching its final 
decision in cases involving the criteria set forth in paragraph 2 (@) of Article 21 
shall accept the determination of the International Monetary Fund as to what 
constitutes a serious decline in the Member’s monetary reserves, a very low level 
of its monetary reserves or a reasonable rate of increase in its monetary reserves, 
and as to the financial aspects of other matters covered in consultation in such 
causes 

38. The Organization shall seek agreement with the International Monetary 
Fund regarding procedures for consultation under paragraph 2 of this Article. 
Any such agreement, other than informal arrangements of a temporary o1 
udministrative character, shall be subject to confirmation by the Conference 

4. Members shall not, by exchange action, frustrate the intent of the provisions 
of this Section, nor, by trade action, the intent of the provisions of the Articles of 
Agreement of the International Monetary Fund. 

5. If the Organization considers, at any time, that exchange restrictions on 
payments and transfers in connection with imports are being applied by a Member 
n a manner inconsistent with the exception provided in this Section for qaunti 
tutive restrictions, it shall report thereon to the International Monetary Fund 

6. Any Member of the Organization which is not a member of the International 
Monetary Fund shall, within a time to be determined by the Organization after 
consultation with the International Montary Fund, become a member of the Fund 
( failing that, enter into a special exchange agreement with the Organization 
A Member of the Organization which ceases to be a member of the International 
Monetary Fund shall forthwith enter into a special exchange agreement with 














the Organization. Any special exchange agreement entered into by a Member 
under this paragraph shall thereupon become part of its obligations under this 
Charter. 

7. (a) A special exchange agreement between a Member and the Organization 
under paragraph 6 of this Article shall provide to the satisfaction of the Organi 
zation that the objectives of this Charter will not be frustrated as a result of 
action in exchange matters by the Member in question 

(b) The terms of any such agreement shall not impose obligations on the 
Member in exchange matters generally more restrictive than those imposed by 
the Articles of Agreement of the International Monetary Fund on members of 
the Fund. 

8. A Member which is not a member of the International Monetary Fund shall 
furnish such information within the general scope of Section 5 of Article VIII 
of the Articles of Agreement of the International Monetary Fund, as the Organi 
zation may require in order to carry out its functions under this Charter. 

% Subject to paragraph 4 of this Article, nothing in this Section shall preclude 

(a@) the use by a Member of exchange controls or exchange restrictions in 
accordance with the Articles of Agreement of the International Monetary 
Fund or with that Member's special exchange agreement with the Organi 
zation, or 
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(b) the use by a Member of restrictions or controls on imports or exports, 
the sole effect of which, additional to the effects permitted under Articles 
20, 21, 22 and 23, is to make effective such exchange controls or exchange 
restrictions. 

Section C—Subsidies 


ARTICLE 25. SUBSIDIES IN GENERAL 


If any Member grants or maintains any subsidy, including any form of income 
or price support, which operates directly or indirectly to increase exports of any 
product from, or to reduce imports of any product into, its territory, the Member 
shall notify the Organization in writing of the extent and nature of the subsidi- 
zation, of the estimated effect of the subsidization on the quantity of the affected 
product or products imported into or exported from the territory of the Member 
and of the circumstances making the subsidization necessary. In any case in 
which it is determined that serious prejudice to the interest of any other Member 
is caused or threatened by any such subsidization, the Member granting the 
subsidy shall, upon request, discuss with the other Member or Members concerned, 
or with the Organization, the possibility of limiting the subsidization. 


ARTICLE 26, ADDITIONAL PROVISIONS ON EXPORT SUBSIDIES 


1, No Member shall! grant, directly or indirectly, any subsidy on the exportation 
of any product, or establish or maintain any other system, which subsidy or 
system results in the sale of such product for export at a price lower than the 
comparable price charged for the like product to buyers in the domestic market, 
due allowance being made for differences in the conditions and terms of sale, 
for differences in taxation, and for other differences affecting price comparability. 

2. Notwithstanding the provisions of paragraph 1 of this Article a Member may 
exempt exported products from duties or taxes imposed in respect of like products 
when consumed domestically, or may remit such duties or taxes which have 
accrued. The use of the proceeds of such duties or taxes to make payments to 
domestis producers, however, shall be considered as a case under Article 25 except 
insofar as such payments subsidize exportation, in the sense of paragraph 1 of 
this Article, by more than the amount of the duties or taxes remitted or not 
imposed, in which case the provisions of paragraph 1 of this Article shall apply to 
such excess payments. 

3. Members shall give effect to the provisions of paragraph 1 of this Article 
at the earliest practicable date, but in any event not later than two years from 
the day on which this Charter enters into force. If any Member considers itself 
unable to do so in respect of any specified product or products, it shall, at least 
three months before the expiration of such period, give notice in writing to the 
Organization, requesting a specific extension of the period. Such notice shall be 
accompanied by a complete analysis of the system in question and the effects 
justifying it. It shall then be determined whether the extension requested should 
be made. 

4. Notwithstanding the provisions of paragraph 1 of this Article, any Member 
may subsidize the exports of any product to the extent and for such time as may 
be necessary to offset a subsidy granted by a non-Member affecting the Member's 
export of the product. However, the Member shall, upon the request of the 
Organization or of any other Member which considers that its interests are 
adversely affected by such action, consult with that Member or with the Or- 
ganization with a view to reaching a satisfactory adjustment of the matter. 


ARTICLE 27. SPECIAL TREATMENT OF PRIMARY COMMODITIES 


1. A system for the stabilization of the domestic price or of the return to 
domestic producers of a primary commodity, independently of the movements 
of export prices, which results at times in the sale of the product for export at 
a price lower than the comparable price charged for the like product to buyers 
in the domestic market, shall be considered not to involve a subsidy on exporta- 
tion within the meaning of paragraph 1 of Article 26, if it is determined: 

(a) that the system has also resulted in the sale of the product for export 
at a price higher than the comparable price charged for the like product 
to buyers in the domestic market, and 

(b) that the system is so operated, either because of the effective regula- 
tion of production or otherwise, as not to stimulate exports unduly or other- 
wise seriously prejudice the interests of other Members. 
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2. In any case of subsidization of a primary commodity, if a Member considers 
that its interests are seriously prejudiced by the subsidy or if the Member grant 
ng the subsidy considers itself unable to comply with the provision of paragraph 

of Article 26 within the time limit laid down therein, the difficulty may be 
leemed to be a special difficulty under Chapter VI, and in that event the pro- 
edure laid down in that Chapter shall be followed. 

3. If the measures provided for in Chapter VI have not succeeded, or do not 
promise to succeed, within a reasonable period of time, either because no agree- 

ent has been reached or because the agreement is terminated, any Member ad 
ersely affected may apply for exemption from the requirements of paracraphs 
| and 3 of Article 26 in respect of that commodity. If it is determined that the 
ircumstances described in Article 59 apply to the commodity concerned and that 
he subsidization will not be so operated as to stimulate exports unduly or other 

ise seriously prejudice the interests of other Members, the Organization shall 
rant such exemption for such period and within such limits as may be 
letermined. 


ARTICLE 28, UNDERTAKING REGARDING STIMULATION OF EXPORTS 


Notwithstanding the provisions of paragraphs 1, 2, and 3 of Article 26 and of 
iragraph 8 of Article 27, no Member shall grant any subsidy on the exportation 
f any product which has the effect of acquiring for that Member a share of 
world trade in that products in excess of the share which it had during a 
revious representative period, account being taken insofar as practicable of any 
special factors which may have affected or may be affecting the trade in that 
products. The selection of a representative period for any product and the ap 
praisal of any special factors affecting the trade in the product shall be made 
nitially by the Member granting the subsidy; Provided that such Member shall, 
upon the request of any other Member having an important interest in the 
trade in that product, or upon the request of the Organization, consult promptly 
with the other Member or with the Organization regarding the need for an 
djustment of the base period selected or for the re-appraisal of the special 
factors involved. 


ARTICLE 29. PROCEDURE 


Any determination provided for in, or appropriate to the operation of, this 
Section shall be made through the Organization by consultation and agreement 
imong the Members substantially interested in the product concerned. 


Section D—State Trading 


ARTICLE 30. NON-DISCRIMINATORY TREATMENT 


1. (a) Each Member undertakes that if it establishes or maintains a State 
enterprise, wherever located, or grants to any enterprise, formally or in eifect, 
exclusive or special privileges, such enterprise shall, in its purchases or sales 
involving either imports or exports, act in a manner consistent with the general 
principles of non-discriminatory treatment applied in this Charter to govern- 
mental measures affecting imports or exports by private traders 

(b) The provisions of sub-paragraph (a) of this paragraph shall be under- 
stood to require that such enterprises shall, having due regard to the other 
provisions of this Charter, make any such purchases or sales solely in accordance 
vith commercial considerations, including prices, quality, availability, market- 
ability, transportation .and other conditions of purchase or sale, and shall afford 
the enterprises of the other Members adequate opportunity, in accordance with 
customary business practice, to compete for participation in such purchases or 
sales, 

(c) No Member shall prevent any enterprise (whether or not an enterprise 
described in sub-paragraph (a) of this paragraph) under its jurisdiction from 
acting in accordance with the principles of sub-paragraphs (a) and (b) of this 
paragraph. 

2. The provisions of paragraph 1 of this Article shall not apply to imports of 
products for immediate or ultimate consumption in governmental use and 
not otherwise for resale or for use in the production of goods for sale. With 
respect to such imports, the Members shall accord to the trade of the other 
Members fair and equitable treatment 
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ARTICLE 31. EXPANSION OF TRADE 


1. If any Member establishes, maintains or authorizes, formally or in effect, 
a monopoly of the importation or exportation of any product, such Member shall, 
upon the request of any other Member or Members having a substantial interest 
in trade with it in the product concerned, negotiate with such Member or Mem- 
bers in the manner provided for under Article 17 in respect of tariffs, and subject 
to all the provisions of this Charter with respect to such tariff negotiations, with 
the object of achieving: 

(a) in the case of an export monopoly, arrangements designed to limit 
or reduce any protection that might be afforded through the operation of 
the monopoly to domestic users of the monopolized product or designed to 
assure exports of the monopolized product in adequate quantities at reason- 
able prices ; or 

()) in the case of an import monopoly, arrangements designed to limit 
or reduce any protection that might be afforded through the operation of the 
monopoly to domestic producers of the monopolized product, or designed to 
prevent any limitation of imports to an extent inconsistent with the provi- 
sions of this Charter. 

2. In order to satisfy the requirements of sub-paragraph 1 (b) of this Article, 
the Member maintaining a monopoly shall negotiate 

(a) for the establishment of the maximum import duty that may be 
imposed in respect of the product concerned ; or 

(b) for any other mutually satisfactory arrangement consistent with the 
provisions of this Charter if it is evident to the negotiating parties that to 
negotiate a maximum import duty under sub-paragraph (@) of this para- 
graph is impracticable or would be inef’ective for the achievement of the 
objectives of paragraph I of this Article. 

Any Member entering into negotiations under sub-paragraph (6) of this para- 
graph shall afford to other interested Members an opportunity for consultation 
in respect of the proposed arrangement. 

3. In any case in which a maximum import duty is not negotiated under 
paragraph 2 (a) of this Article, the Member maintaining the import monopoly 
shall be made public or notify the Organization of the maximum import duty which 
it will apply in respect of the product concerned. 

4. The price charged by the import monopoly for the imported product in the 
home market shall not exceed the landed cost plus the maximum import duty 
negotiated under paragraph 2 of this Article or made public or notified to the 
Organization under paragraph 3 of this Article, after due allowance for internal 
taxes, transportation, distribution and other expenses incident to the purchase, 
sale or further processing, and for a reasonable margin of profit; Provided that 
regard may be had to average landed costs and selling prices over recent periods ; 
and Provided further that, where the product concerned is a primary product and 
the subject of a domestic price stabilization arrangement, provision may be made 
for adjustment to take account of wide fluctuations or variations in world prices 
subject, where a maximum duty has been negotiated, to agreement between the 
countries parties to the negotiation. 

5. With regard to any product to which the provisions of this Article apply the 
monopoly shall, wherever this principle can be effectively applied and subiect to 
the other provisions of this Charter, import and offer for sale such quantities of 
the product as will be sufficient to satisfy the full domestic demand for the 
imported product, account being taken of any rationing to consumers of the 
imported and like domestic product which may be in force at that time. 

6. In applying the provisions of this Article, due regard shall be had for the 
fact that some monopolies are established and operated mainly for social, cultural, 
humanitarian or revenue purposes. 

7. This Article shall not limit the use by Members of any form of assistance to 
domestic producers permitted by other provisions of this Charter. 


Section E—General Commercial Provisions 


ARTICLE 32. FREEDOM OF TRANSIT 


1. Goods (including baggage), and also vessels and other means of transport, 
shall be deemed to be in transit across the territory of a Member, when the 
passage across such territory with or without trans-shipment, warehousing, 
breaking bulk, or change in the mode of transport, is only a portion of a complete 





jo 
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irney beginning and terminating beyond the frontier of the Member across 
hose territory the traffic passes. Traffic of this nature is termed in this Article 
affic in transit.” 
». There shall be freedom of transit through each Member country via the 
routes most convenient for international transit for traffic in transit to or from 
other Member countries. No distinction shall be made which is based on the 
flag of vessels, the place of origin, departure, entry, exit or Gestination, or on 
iny circumstances relating to the ownership of geods, of vessels or of other 
means of transport 
Any Member may require that traffic in transit through its territory be en 
tered at the proper customs house, but, except in cases of failure to comply with 
applicable customs laws and regulations, such traffic coming from or going to 
other Member countries shall not be subject to any unnecessary delays or restric 
ons and shall be exempt from customs duties and from all transit duties or 
other charges imposed in respect of transit, except charges for transportation 
those commensurate with administrative expenses entailed by transit or with 
the cost of services rendered. 

4. All charges and regulations imposed by Members on traffic in transit to or 
from other Member countries shall be reasonable, having regard to the condi 

ns of the traffic 

>. With respect to all charges, regulations and formalities in connection with 
transit, each Member shall accord to traffic in transit to or from any other 
Member country treatment no less favourable than the treatment accorded to 
traffic in transit to or from any third country. 

6. Each Member shall accord to products which have been in transit through 
any other Member country treatment no less favourable than that which would 
have been accorded to such products had they been transported from their place 
of origin to their destination without going through such other Member country. 
Any Member shall, however, be free to maintain its requirements of direct con- 
signment existing on the day of the signature of this Charter in respect of any 
goods in regard to which such direct consignment is a requisite condition of 
eligibility for entry of the goods at preferential rates of duty or has relation to 
he Member’s prescribed method of valuation for duty purposes. 

7. The provisions of this Article shall not upply to the operation of aircraft 


transit, but shall apply to air transit of goods (including baggage). 





ARTICLE 33, ANTI-DUMPING AND COUNTERVAILING DUTIES 


1. No anti-dumping duty shall be levied on any product of any Member country 
mported into any other Member country in excess of an amount equal to the 
margin of dumping under which such product is being imported. For the pur 
poses of this Article, the margin of dumping shall be understood to mean the 
amount by which the price of the product exported from one country to another 

(a) is less than the comparable price, in the ordinary course of trade, for 
the like product when destined for consumption in the exporting country, or, 
(b) in the absence of such domestic price, is less than either 
(i) the highest comparable price for the like product for export to 
any third country in the ordinary course of trade, or 
(ii) the cost of production of the product in the country of origin 
plus a reasonable addition for selling cost and profit 

Due allowance shall be made in each case for differences in conditions and 
erms of sale, for differences in taxation, and for other differences affecting 
price comparability. 

2. No countervailing duty shall be levied on any product of any Member country 
imported into another Member country in excess of an amount equal to the 
estimated bounty or subsidy determined to have been granted, directly or 
ndirectly, on the manufacture, production or export of such product in the 
country of origin or exportation, including any special subsidy to the trans 


portation of a particular product. The term “countervailing duty” shall be 
understood to mean a special duty levied for the purpose of offsetting any hounty 
or subsidy bestowed, directly or indirectly, upon the manufacture, production 
or exportation of any merchandise. 

3. No product of any Member country imported into any other Member country 
shall be subject to anti-dumping or countervailing duty by reason of the exemp 
tion of such product from duties or taxes borne by the like product when destined 
for consumption in the country of origin or exportation, or by reason of the 
refund of such duties or taxes 


t 
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4. No product of any Member country imported into any other Member country 
shall be subject to both anti-dumping and contervailing duties to compensate for 
the same situation of dumping or export subsidization. 

5. No Member shall levy any anti-dumping or countervailing duty on the 
importation of any product of another Member country unless it determines 
that the effect of the dumping or subsidization, as the case may be, is such as 
to cause or threaten material injury to an established domestic industry, or is 
such as to prevent or materially retard the establishment of a domestic industry. 
The Organization may waive the requirements of this paragraph so as to permit 
a Member to levy an anti-dumping duty or countervailing duty on the importation 
of any product for the purpose of offsetting dumping or subsidization which 
causes or threatens material injury to an industry in another Member country 
exporting the product concerned to the importing Member country. It is recog- 
nized that the importation of products exported under the stabilization system 
determined to have conformed to the conditions prescribed in Article 27 would 
not result in material injury under the terms of this paragraph. 

6. No measures other than anti-dumping or countervailing duties shall be 
applied by any Member in respect of any product of any other Member country 
for the purpose of offsetting dumping or subsidization. 


ARTICLE 34, VALUATION FOR CUSTOMS PURPOSES 


1. The Members shall work toward the standardization, as far as practicable, 
of definitions of value and of procedures for determining the value of products 
subject to customs duties or other charges or restrictions based upon or regu- 
lated in any manner by value. With a view to furthering such co-operation, 
the Organization may study and recommend to Members such bases and methods 
for determining value for customs purposes as would appear best suited to the 
needs of commerce and most capable of general adoption. 

2. The Members recognize the validity of the general principles of valuation 
set forth in paragraphs 3, 4 and 5 of this Article, and they undertake to give 
effect to such principles, in respect of all products subject to duties or other 
charges or restrictions on importation and exportation based upon or regulated 
in any manner by value, at the earliest practicable date. Moreover, they shall, 
upon a request by another Member, review the operation of any of their laws 
or regulations relating to value for customs purposes in the light of these 
principles. The Organization may request from Members reports on steps taken 
by them in pursuance of the provisions of this Article. 

3. (a) The value for customs purposes of imported merchandise should be 
based on the actual value of the imported merchandise on which duty is assessed 
or of like merchandise, and should not be based on the value of merchandise 
of national origin or on arbitrary or fictitious values. 

(b) “Actual value” should be the price at which at a time and place deter- 
mined by the legislation of the country of importation and in the ordinary 
course of trade, such or like merchandise is sold or offered for sale under fully 
competitive conditions. To the extent to which the price of such or like mer- 
chandise is governed by the quantity in a particular transaction, the price to 
be considered should uniformly be related to either (i) comparable quantities, 
or (ii) quantities not less favourable to importers than those in which the 
greater volume of the merchandise is sold in the trade between the countries 
of exportation and importation. 

(c) When the actual value is not ascertainable in accordance with sub- 
paragraph (0b) of this paragraph, the value for customs purposes should be 
based on the nearest ascertainable equivalent of such value. 

4. The value for customs purposes of any imported product should not include 
the amount of any internal tax applicable within the country of origin or 
export, from which the imported product has been exempted or has been or will 
be relieved by means of refund. 

5. (a) Except as otherwise provided in this paragraph, where it is necessary 
for the purpose of paragraph 3 for a Member to convert into its own currency 
a price expressed in the currency of another country, the conversion rate of 
exchange to be used shall be based on the par values of the currencies involved 
as established pursuant to the Articles of Agreement of the International Mon- 
etary Fund or by special exchange agreements entered into pursuant to Article 
24 of this Chapter. 

(Db) Where no such par value has been established, the conversion rate shall 
reflect effectively the current value of such currency in commercial transactions. 
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(c) The Organization, in agreement with the International Monetary Fund, 
shall formulate rules governing the conversion by Members of any foreign cur 
rency in respect of which multiple rates of exchange are maintained consistently 
with the Articles of Agreement of the International Monetary Fund. Any Mem- 
ber may apply such rules in respect of such foreign currencies for the purposes 
of paragraph 3 of this Article as an alternative to the use of par values. Until 
such rules are adopted by the Organization, any Member may employ in respect 
of any such foreign currency rules of conversion for the purposes of paragraph 
8 of this Article which are designed to reflect effectively the value of such 
foreign currency in commercial transactions 

(d) Nothing in this paragraph shall be construed to require any Member to 
alter the method of converting currencies for customs purposes, which is appli 
cable in its territory on the day of the signature of this Charter, if such altera- 
tion would have the eifect of increasing generally the amounts of duty payable. 

6. The bases and methods for determining the value of products subject to 
duties or other charges or restrictions based upon or regulated in any manner 
by value should be stable and should be given sufficient publicity to enable 
traders to estimate, with a reasonable degree of certainty, the value for custome 
purposes, 


ARTICLE 35. FORMALITIES CONNECTED WITH IMPORTATION AND EXPORTATIO® 


1. The Members recognize that fees and charges, other than duties, imposed 
by governmental authorities on or in connection with importation or exportation 
should be limited in amount to the approximate cost of services rendered and 
should not represent an indirect protection to domestic products or a taxation 
of imports or exports for fiscal purposes. The Members also recognize the 
need for reducing the number and diversity of such fees and charges, for mini- 
mizing the incidence and complexity of import and export formalities, and for 
decreasing and simplifying import and export documentation requirements. 

2. The Members shall take action in accordance with the principles and ob- 
jectives of paragraph 1 of this Article at the earliest practicable date. Moreover, 
they shall, upon request by another Member, review the operation of any of their 
laws and regulations in the light of these principles. The Organization may 
request from Members reports on steps taken by them in pursuance of the 
provisions of this paragraph. 

8. The Organization may study and recommend to Members specific measures 
for the simplification and standardization of customs formalities and techniques 
and for the eliminatiun of unnecessary customs requirements. 

4. No Member shall impose substantial penalties for minor breaches of customs 
regulations or procedural requirements. In particular, no penalty in respect 
of any omission or mistake in customs documentation which is easily rectifiable 
and obviously made without fraudulent intent or gross negligence shall be greater 
than necessary to serve merely as a warning. 

5. The provisions of this Article shall extend to fees, charges, formalities and 
requirements imposed by governmental authorities in connection with importa 
tion and exportation, including those relating to: 

(a) consular transactions, such as consular invoices and certificates; 
(vb) quantitative restrictions ; 

(c) licensing; 

(d) exchange control; 

(e) statistical services ; 

(f) documents, documentation and certification ; 

(g) analysis and inspection; and 

(i) quarantine, sanitation and fumigation. 


ARTICLE 36. MARKS OF ORIGIN 


1. The Members recognize that in adopting and implementing laws and regula 
tions relating to marks of origin, the difficulties and inconveniences which such 
measures may cause to the commerce and industry of exporting countries should 
be reduced to a minimum. 

2. Each Member shall accord to the products of each other Member country 
treatment with regard to marking requirements no less favourable than the 
treatment accorded to like products of any third country. 

3. Whenever administratively practicable, Members should permit required 
marks of origin to be affixed at the time of importation. 
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4. The laws and regulations of Members relating to the marking of imported 
products shall be such as to permit compliance without seriously damaging the 
products, or materially reducing their value or unreasonably increasing their 
cost. 


5. The Members agree to work in cooperation through the Organization towards 
the early elimination of unnecessary marking requitements. The Organization 
may study and recommend to Members measures directed to this end, including 
the adoption of schedules of general categories of products, in respect of which 
marking requirements operate to restrict trade to an extent disproportionate to 
any proper purpose to be served, and which shall not in any case be required to be 
marked to indicate their origin. 

6. As a general rule no special duty or penalty should be imposed by any 
Member for failure to comply with marking requirements prior to importation 
unless corrective marking is unreasonably delayed or deceptive marks have been 
affixed or the required marking has been intentionally omitted. 

7. The Members shall co-operate with each other and through the Organization 
with a view to preventing the use of trade names in such manner as to misrepre- 
sent the true origin of a product, to the detriment of the distinctive regional or 
geographical names of products of a Member country which are protected by 
the legislation of such country. Each Member shall accord full and sympathetic 
consideration to such requests or representations as may be made by any other 
Member regarding the application of the undertaking set forth in the preceding 
sentence to names of products which have been communicated to it by the other 
Member. The Organization may recommend a conference of interested Members 
on this subject. 


ARTICLE 37. PUBLICATION AND ADMINISTRATION OF TRADE REGULATIONS 


1. Laws, regulations, judicial decisions and administrative rulings of general 
application made effective by any Member, pertaining to the classification or the 
valuation of products for customs purposes, or to rates of duty, taxes or other 
charges, or to requirements, restrictions or prohibitions on imports or exports 
or on the transfer of payments therefor, or affecting their sale, distribution, trans- 
portation, insurance, warehousing, inspection, exhibition, processing, mixing or 
other use, shall be published promptly in such a manner as to enable governments 
and traders to become acquainted with them. Agreements in force between the 
government or a governmental ageney of any Member country and the government 
or governmental agency of any other country affecting international trade policy 
shall also be published. Copies of such laws, regulations, decisions, rulings and 
agreements shall be communicated promptly to the Organization. This para- 
graph shall not require any Member to disclose confidential information which 
would impede law enforcement, or otherwise be contrary to the publie interest 
or would prejudice the legitimate commercial interests of particular enterprises, 
public or private 

2. No measure of general application taken by any Member effecting an 
advance in a rate of duty or other charge on imports under an established and 
uniform practice or imposing a new or more burdensome requirement, restriction 
or prohibition on imports, or on the transfer of payments therefor, shall be 
enforced before such measure has been officially published. 

3. (a) Each Member shall administer in a uniform, impartial and reasonable 
manner all its laws, regulations, decisions and rulings of the kind described in 
paragraph 1 of this Article. 

(b) Each Member shall maintain, or institute as soon as practicable, judicial, 
arbitral or administrative tribunals or procedures for the purpose, inter alia, of 
the prompt review and correction of administrative action relating to customs 
matters. Such tribunals or procedures shall be independent of the agencies 
entrusted with administrative enforcement and their decisions shall be imple- 
mented by and shall govern the practice of such agencies unless an appeal is 
lodged with a court or tribunal of superior jurisdiction within the time pre- 
scribed for appeals to be lodged by importers; Provided that the central adminis- 
tration of such agency may take steps to obtain a review of the matter in another 





proceeding if there is good cause to believe that the decision is inconsistent with 
established principles of law or the actual facts. 

(c) The provisions of sub-paragraph (b>) of this paragraph shall not require 
the elimination or substitution of procedures in force in a Member country on 
the day of the signature of this Charter which in fact provide for an objective 
impartial review of administrative action even though such procedures are not 
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fully or formally independent of the agencies entrusted with administrative 
enforcement Any Member employing such procedures shall, upon request, fur 
nish the Organization with full information thereon in order that the Organi 
zation may determine whether such procedures conform to the requirements of 
this sub-paragraph and those of sub-paragraph (0) 

ARTICI S. INFORMATION, STATISTICS AND TRAD RMINOLOGY 

1, The Membhe shall communicate to the Organization, or to such agency as 
may be designated for the purpose | he Organization, as promptly and in as 
much detail as is reasonably practicable 

(a) statistics of their exte il trade in goods (imports, exports and, 
where applicable, re-exports, transit and trans-shipment and goods in ire 
house or in bond) 

(b) statistics of governmental revenue from import and export duties 
and other taxes on voods mov ¢ in interna nal trade and, in so fa is 
readily ascertainable, « subsidy payments affecting such trade. 

2. So far as possible, the st ics ret d graph 1 of th Article 
I be relate { iil ¢i sincatie ~ nad l be ch te l { eveal 

operation of any restric I nm imp i 1 or expo! which are Daused 
or regulated uny manner by q t ol ! nts excl x 
ade available 

3. The Members shal] publish regularly and promptly s possible t] sta 
istics referred to in paragraph 1 of this Article 

} he Members shall e careful consideration to any recommendations which 
the Organization may make to the vith a view ) proving the stat eal 

formnation furnished under parag ph 1 of this Article 

>. The Membe shall make available to the Organi or it its request and 
in oar a S reas nab ( Cable Stl i ¢ het tis i il form ition = ne 
Organization may deem necessary to enable to fulfil its functions, pr ded 

such information is not b x furnished to other inter-governmental organ 
ations from which the Organizat can obtain the required information. 

( The Organ tion shall ac i l entre I he ( ion, exchange and 
publication of statistical information of the kind referred to in paragraph 1 of 
this Article. The Organization, it uti ion h the I nomic ni Social 
( neil of the United Nations, and w ny other organization deemed appro 
priate, may engage in studies with a view mproving the methods of ¢ et g, 

alysing and publishing economic statistics and may promote the international 
omy] trability of such statistle I ding the }] - nternatie i 1d0 n 
of standard tariff and commodity classificat Ss 

7. The Organization, in co-operation with the other organizations referred to 
n paragraph 6 of this Article, ay also study the question of adopting standards, 

menclatures, terms and for s to be used i Internationa trad and n the 
of al documents and statistics of Membe1 elatil hereto, and may re¢ 

end the general acceptance by Members o h standards, nomenclatures, terms 
nd torms 
ARTIC! », BOYCOTTS 

No Member shal! encourage, support or participate boycotts or other cam 
paigns Which are designed to discou e, d Vv OF directly, the consum} 
within its territory of products of any specific Member country or countries on 
grounds of origin, or the sale of products for consumption within other Member 


countries on grounds of destination 
Nection F NJ al prow Ons 
ARTICLI ), EMI NCY AC : PA ( AR PRODUCTS 
r (a) If, asa result of unforseen developments and of the effeet of the ob 

tions incurred by a Member under or pursuant to this Chapter, including tariff 
concessions, any product is being imported in he territory of that Member in 
such increased quantities and under such « ditions as to cause or threate 
serious injury to domestic producers in tha erritory of like or direct 
petitive products, the Member shall be free, in respect of such product, and to 
the extent and for such time as may be cessary » prevent or remedy such 
injury, to suspend the obligation in whole or in part or to withdraw or modif 


the 


concession 
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(0) If any product, which is the subject of a concession with respect to a 
preference, is being imported into the territory of a Member in the circumstances 
set forth in sub-paragraph (a) of this paragraph, so as to cause or threaten 
serious injury to domestic producers of like or directly competitive products 
in the territory of a Member which receives or received such preference, the 
importing Member shall be free, if that other Member so requests, to suspend 
the relevant obligation in whole or in part or to withdraw or modify the conces- 
sion in respect of the product, to the extent and for such time as may be necessary 
to prevent or remedy such injury. 

2. Before any Member shall take action pursuant to the provisions of para- 
graph 1 of this Article, it shall give notice in writing to the Organization as far 
in advance as may be practicable and shall afford the Organization and those 
Members having a substantial interest as exporters of the product concerned 
an opportunity to consult with it in respect of the proposed action. When such 
notice is given in relation to a concession with respect to a preference, the notice 
shall name the Member which has requested the action. In critical cireum- 
stances, where delay would cause damage which it would be difficult to repair, 
such action may be taken provisionally without prior consultation, on the condi- 
tion that consultation shall be effected immediately after taking such action, 

3. (a) If agreement among the interested Members with respect to the action 
is not reached, the Member which proposes to take or continue the action shall, 
nevertheless, be free to do so, and if such action is taken or continued, the affected 
Members shall then be free, not later than ninety days after such action is taken, 
to suspend, upon the expiration of thirty days from the day on which written 
notice of such suspension is received by the Organization, the application to the 
trade of the Member taking such action, or, in the case envisaged in paragraph 
1 (vb) of this Article to the trade of the Member requesting such action, of such 
substantially equivalent obligations or concessions under this Chapter the sus- 
pension of which the Organization does not disapprove. 

(b) Notwithstanding the provisions of subparagraph (a) of this paragraph, 
where action is taken under paragraph 2 of this Article without prior consulta- 
tion and causes or threatens serious injury in the territory of a Member to the 
domestic producers of products affected by the action, that Member shall, where 
delay would cause damage difficult to repair, be free to suspend, upon the taking 
of the action and throughout the period of consultation, such obligations or 
concessions as may be necessary to prevent or remedy the injury. 

4. Nothing in this Article shall be construed (a) to require any Member, in 
connection with the withdrawal or modification by such Member of any conces- 
sion negotiated under Article 17, to consult with or obtain the agreement of 
Members other than those Members which are parties to the General Agreement 
on Tariffs and Trade, or (b) to authorize any such other Members, not parties 
to that Agreement, to withdraw from or suspend obligations under this Charter 
by reason of the withdrawal or modification of such concession. 


ARTICLE 41. CONSULTATION 


Each Member shall accord sympathetic consideration to, and shall afford 
adequate opportunity for consultation regarding, such representations as may 
be made by any other Member with respect to the operation of customs regula- 
tions and formalities, anti-dumping and countervailing duties, quantitative 
and exchange regulations, subsidies, state-trading operations, sanitary laws and 
regulations for the protection of human, animal or plant life or health, and 
generally all matters affecting the operation of this Chapter. 


ARTICLE 42, TERRITORIAL APPLICATION OF CHAPTER IV--FRONTIER TRAFFIC—CUSTOMS 
UNIONS, 


1. The rights and obligations arising under this Chapter shall be deemed to be 
in force between each and every territory which is a separate customs territory 
and in respect of which this Charter has been accepted by a Member in accord- 
ance with Article 99. 

2. The provisions of this Chapter shall not be construed to prevent: 

(a) advantages accorded to any Member to adjacent countries in order 
to facilitate frontier traffic; or 

(b) the formation of a customs union or the adoption of an interim agree- 
ment necessary for the attainment of a customs union; Provided that the 
duties and other regulations of commerce imposed by, or any margins of 
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preference maintained by, any such union or agreement in respect of trade 
with Members of the Organization shall not on the whole be higher or more 
stringent than the average level of the duties and regulations of commerce 
or margins of preference applicable in the constituent territories prior to the 
formation of such union or the adoption of such agreement, and Provided 
further that any such interim agreement shall include a definite plan and 
schedule for the attainment of such a customs union within a reasonable 
length of time. 
3. (a) Any Member proposing to enter into a customs union shall consult 
th the Organization and shall make available to it such information regard- 
g the proposed union as will enable the Organization to make such reports and 
ecommendations to Members as it may deem appropriate. 
b) No Member shall institute or maintain any interim agreement under the 
visions of paragraph 2 (b) of this Article if, after a study of the plan and 
lule proposed in such agreement, the Organization finds that such agreement 


ot likely to result in such a customs union within a reasonable length of 


The plan or schedule shall not be substantially altered without consulta- 

n with the Organization 
1. For the purpose of this Article a customs territory shall be understood to 
an any territory with respect to which separate tariffs or other regulations 
ommerce are maintained for a substantial part of the trade of such territory 
ith other territories. A customs union shall be understood to mean the sub- 





tution of a single customs territory for two or more customs territories, so 
it all tariffs and other restrictive regulations of commerce as between the terri- 
ries of members of the union are substantially eliminated and substantially the 

e tariffs and other regulations of commerce are applied by each of the mem- 
rs of the union to the trade of territories not included in the union. 


ARTICLE 43. GENERAL EXCEPTIONS TO CHAPTER IV 


Subject to the requirement that such measures are not applied in a manner 
vhich would constitute a means of arbitrary or unjustifiable discrimination 
etween countries where the same conditions prevail, or a disguised restriction 
on international trade, nothing in this Chapter shall be construed to prevent 
the adoption or enforcement by any Member of measures: 

I. (a) necessary to protect public morals; 

(b) necessary to protect human, animal or plant life or health; 

(c) relating to the importation or exportation of gold or silver; 

(d) necessary to secure compliance with laws or regulations which are 
not inconsistent with the provisions of this Chapter including those relating 
to customs enforcement, the enforcement of monopolies operated under 
Section D of this Chapter, the protection of patents, trade marks and copy- 
rights, and the prevention of deceptive practices ; 

(e) relating to the products of prison labour; 

(f) imposed for the protection of national treasures of artistic, historic 
or archaeological value; 

(7) relating to the conservation of exhaustible natural resources if such 
measures are made effective in conjunction with restrictions on domestic 
production or consumption ; 

(i) undertaken in pursuance of obligations under inter-governmental 
commodity agreements concluded in accordance with the provisions of 
Chapter VI; or 

(i) involving restrictions on exports of domestic materials necessary to 
assure essential quantities of such materials to a domestic processing in- 
dustry during periods when the domestic price of such materials is held 
below the world price as part of a governmental stabilization plan; Provided 
that such restrictions shall not operate to increase the exports of or the pro- 
tection afforded to such domestic industry, and shall not depart from the pro- 
visions of this Chapter relating to non-discrimination. 

II. (a) Essential to the acquisition or distribution of products in general 
or local short supply; Provided that any such measures shall be consistent 
with any multilateral arrangements directed to an equitable inter-national 
distribution of such products or, in the absence of such arrangements, with 
the principle that all Members are entitled to an equitable share of the 
international supply of such products; 

(b) essential to the control of prices by a Member country undergoing 
shortages subsequent to the war; or 
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(c) essential to the orderly liquidation of temporary surpluses of stocks 
owned or controlled by the government of any Member, or of industries 
developed in any Member country owing to the exigencies of the war which 
t would be uneconomic to maintain in normal conditions; Provided that 
such measures shall not be instituted by any Member, except after con 
sultation with other interested Members with a view to appropriate inter 
national action 

Measures instituted or maintained under paragraph II of this Article which 
are inconsistent with the other provisions of this Chapter shall be removed 
as soon as the conditions giving rise to them have ceased, and in any event not 
later than 1 January 1951; Provided that this period may, with the concurrence 


of the Organization, be extended in respect of the application of any particular 


measure to any particular product by any particular Member for such further 


periods as the Organization may specify 
CHAPTER V—REsSTRICTIVE BUSINESS PRACTICES 


ARTICLE 44. ¢ Ni AL POLICY TOWARDS RESTRICTIVE BUSINESS PRACTICES 


1. Each Member shall take appropriate measures, individually or through the 





Organization or in both ways, to prevent business practices affecting interna- 
tional trade (whether engaged in by private or public commercial enterprises) 
which restrain competition, limit access to markets, or fe monopolistic con 
tr whenever such practices have harmful elfects on the eXpansion of produc 


tion or trade and interfere with the achievement of 
set forth in Article 1 

2. Without limiting the generality of paragraph 1 of this Article, and in order 
that the Organization may decide in a particular instance whether certain prac 


any of the other objec tives 


tices have or are about to have any of the effects described in para raph 1 of this 
\) le, the Members agree that complaints regarding any of the practices listed 
nh paragraph 3 of this Article shall be subject to investigation in accordance 


with the procedure regarding complaints provided in Articles 45 and 47, wher 


eve 
a) such a complaint is presented to the Organization: and 
(0) the practices are engaged in or are made effective by one or more 
private or public commercial enterprises or by a combination, agreement 
or other rrangement between commercial enterprises, whether between 
private commercial enterprises, between public commercial enterprises, or 
between private and public commercial enterprises ; and 
(c) such commercial enterprises, individually or collectively, possess 
effective control of trade between two or more countrie n one or I re 


products 
3. The practices referred to in paragraph 2 of this Article are the following: 


(a) fixing prices or terms, or conditions to be observed in dealing with 
third parties, in the purchase, sale or lease of any product; 
(>) excluding enterprises from ai territorial market or field of business 


activity. allocating or dividing any territorial market or field of business 
activity, allocating customers, or fixing sales quotas or purchase quotas; 

(c) discrim‘nating against particular enterprises 

(d@) limiting production or fixing production quotas ; 

(e) preventing by agreement the development or application of technology 
or invention whether patented or unpatented ; 

(f) extending the use of rights under patents, trade marks or copyrights 
granted by any Member, to matters which are determined by its svstem of 
law not to be within the scope of such grants, or to products or conditions of 
production, use or sale which are similarly determined not to be the subjects 
of such grants; 

(7) any similar practices which the Organization may from time to time 
decide are restrictive business practices, 

4. In this Chapter the term “public commercial enterprises” means 

(a) trading agencies of governments, and 

(b) enterprises mainly or wholly owned by public authority and over 
which there is effective control by public authority, including control of 
engagement in a practice listed in paragraph 83 of this Article 

The term “private commercial enterprises” means all other commercial enter 
prises 
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ARTICLE 45, PROCEDURE WITH RESPECT TO INVESTIGATIONS AND CONSULTATIONS 

1. The Organization shall arrange, if it -onsiders such ion to be justilied or 
the basis of information submitted by the Members concerned, for part al 
Members to take part in a consultation requested by at affected Member which 


considers that in any particular instance a practice exists (whether engaged in 
Dy private or public commercial enterprises ) which has o is about to have th 
effect described in paragraph 1 of Article 44 


2. A complaint may be presented in writil to the Organization by any affected 
Member on its own bebalf or by any Member on behalf of any affected persot 
enterprise or organization within that Member’s jurisdictior Provided that 
the case of a complaint against a single public commercial enterprise acting 1 
dependently, such complaint may be presented only by a Member o s own 
behalf and only after the Member has resorted to the procedure under paragraph 
1 of this Article 

3. The Organization shall prescribe the minimum information to be included 
in complaints that particular practices exist which have or are about to have the 
effect described in paragraph 1 of Article 44 rhe information shall give sub 

intial indication of the nature and harmful effects of the practices 

1+. The Organization shall consider each complaint presented in accordance 
with paragraph 2 of this Articl If the Organization deems it appropriate it 

heii request Members concerned 1 furnish supplementary information, for 
eXumple, information from commercial enterprises within their Jurisdic 1 


After reviewing the relevant information the Organization shall decide whether 
n investigation is justified 


». If the Orgunization decides that an investigation is justified, it shal! notify 
ll Members of the complaint, request any Member to furnish such additional 
iformation relevant to the complaint as the Organization may deem necessary, 
ind shall conduct or arrange for hearings on the complain Any Member, and 


iny person, enterprise or organization on whose behalf the complaint has been 


made, as well as the commercial enterprises alleged t have engaged in the 





practice complained of, shall be afforded reasonable opportunity to be heard 

6. The Organization shall review all information avai 
the practices in question have had, have or are about to have the effect described 
n paragraph 1 of Article 44 


ible and decide whether 





7. The Organization shall notify all Members of its decision and the reasons 
therefo! 

S. If the Organization decides that in any particular case the practices com 
plained of have had, have or are about to have the effect described in paragraph 1 
f Article 44, it shall request each Member concerned to take every possible 
remedial action, and may also recommend to the Members concerned remedial 

eusures to be carried out in accordance with the respective laws lal 
procedures 

9. The Organization may request any Member concerned to report fully on the 
emedial action it has taken in any particular case 


10. As soon as possible after its proceedings in respect of any complaint under 
this Articl have been provistonaily ol finall closed the Organization shall 
prepare and publish a report showing fully the decisions reached, the reasons 
therefor and any measures recommen ed to the Members concerned The Organ 
zation shall not, if a Member so requests, disclose confidential information fur 
nished by that Member which if disclosed would substant 


mate business interests of a commercial ent 





ially damage the legit 
erprise 
11. The Organization shall report to all Members and make public the remedial 


ction which has been taken by the Members concerned in any particular case 


ARTICLI $6. STUDIES RELATING rO RESTRICTIVI BUSINESS PRA 


1. The Organization is authorized 
(a) to conduct studies, either on its own initiative or at the request ¢ 
in Member or of an organ oft he United Nations or of any other inter 
governmental organization relating to 
(i) general aspects of restrictive business practices affecting inte 
national trade; and 
(ii) conventions, laws and procedures concerning, for example, in- 
corporation, company registration, nvestments, securities, prices 
markets, fair trade practices, trade marks, copyrights, patents and 


398SS8—5H4 pt. 4 $2 
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the exchange and development of technology, insofar as they are 
relevant to restrictive business practices affecting international trade; 
and , 
(iii) the registration of restrictive business agreements and other 
arrangements affecting international trade; and 
(b) to request information from Members in connection with such studies. 
2. The Organization is authorized 
(a) to make recommendations to Members concerning such conventions, 
laws and procedures as are relevant to their obligations under this Chapter; 
and 
(b) to arrange for conferences of Members to discuss any matters relating 
to restrictive business practices affecting international trade. 


ARTICLE 47. OBLIGATIONS OF MEMBERS 


1. Each Member shall take all possible measures by legislation or otherwise to 
ensure, Within its jurisdiction, that private and public commercial enterprises 
do not engege in practices which have the effect described in paragraph 1 of 
Article 44, and in addition it shall assist the Organization in preventing these 
practices, such assistance to be given in accordance with the Member’s system 
of law and economic organisation. 

2. Each Member shall make adequate arrangements for presenting complaints, 
conducting investigations, and preparing information and reports requested by 
the Organization. 

3. Each Member shall furnish to the Organization, as promptly and as fully 
as possible, such information as is requested by the Organization for its consid- 
eration and investigation of complaints and for its conduct of studies under this 
Chapter; Provided that any Member on notification to the Organization, may 
withhold information which the Member considers is not essential to the Organi- 
zation in conducting an adequate investigation and which, if disclosed, would 
substantially damage the legitimate business interests of a commercial enterprise. 
In notifying the Organization that it is withholding information pursuant to 
this clause, the Member shall indicate the general character of the information 
withheld, and the reasons why it considers it not essential. 

4. Each Member shall take full account of each request, decision and recom- 

mendation of the Organization under Article 45 and, in accordance with its 
system of law and economic organization, take in the particular case the action 
it considers appropriate having regard to its obligations under this chapter. 
5. Each Member shall report fully any action taken, independently or in concert 
with other Members, to comply with requests and carry out recommendations of 
the Organization, and, when no action has been taken, inform the Organization 
of the reasons therefor and discuss the matter further with the Organization 
if requested to do so, 

6. Each Member shall, at the request of the Organization, take part in consulta- 
tions and conferences provided for in this Chapter with a view to reaching 
mutually satisfactory conclusions, 


ARTICLE 48. SUPPLEMENTARY ENFORCEMENT ARRANGEMENTS 


1. Members may co-operate with each other in prohibitive, preventive or other 
measures for the purpose of making more effective any remedial order issued by 
a duly authorized agency of any Member in furtherance of the objectives of this 
Chapter. 

2. Members participating in or intending to participate in such co-operative 
action shall notify the Organization. 


ARTICLE 49, DOMESTIC MEASURES AGAINST RESTRICTIVE BUSINESS PRACTICES 
No act or omission to act on the part of the Organization shall preclude any 
Member from enforcing any national statute or decree directed towards prevent- 


ing monopoly or restraint of trade. 


ARTICLE 50. PROCEDURE WITH RESPECT TO SERVICES 


1. The Members recognize that certain services, such as transportation, tele- 
communications, insurance and banking, are substantial elements of interna- 
tional trade, and that any restrictive business practices in relation to them may 
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have harmful effects similar to those described in paragraph 1 of Article 44. Such 
practices shall be dealt with in accordance with the following paragraphs of this 
Article. 

2. If any Meinber considers that there exist restrictive business practices in 
relation to a service referred to in paragraph 1 of this Article which have or are 
bout to have such harmful effects, and that its interests are thereby serously 
rejudiced, the Member may submit a written statement explaining the situation 
to the Member or Members the private or public enterprises of which are engaged 
n the services in question. The Member or Members concerned shall give sym- 

thetic consideration to the statement and to such proposals as may be made 

th a view to affording adequate opportunities for consultation, with a view to 
effecting a satisfactory adjustinent. 

3. If no adjustment can be effected in accordance with the provisions of para- 
graph 2 of this Article, and if the matter is referred to the Organization, it shall 
e transferred to the appropriate inter-governmental organization if one exists, 
with such observations as the Organization may wish to make. If no such inter- 
overnmental organization exists, Members may ask the Organization, under 
Article 69 (c), to make recommendations for, and promote international ag 

ent on, measures designed to remedy the particular situation so far as it comes 
within the scope of this Charter. 

4. The Organization shall, in accordance with paragraph 2 of Article 84, co- 
perate with inter-governmental organizations in connection with restrictive 
business practices affecting any field coming within the scope of this Charter and 
those organizations shall be entitled to consult the Organization, to seek advice, 
ind to ask that a study of a particular problem be made. 


ree- 





ARTICLE 51, EXCEPTIONS TO THE PROVISIONS OF THIS CHAPTER 


1. The obligations in this Chapter shall not apply to: 
(a) inter-governmental commodity agreements meeting the requirements 
of Chapter VI; and 
(U) any bilateral inter-governmental agreement relating to the purchase or 
sale of a commodity falling under Section D of Chapter IV. 
2. Notwithstanding paragraph 1 of this Article, the Organization may make 
recommendations to Members and to appropriate inter-governmental organiza- 
tions concerning any features of the agreements referred to in paragraph 1 (b) 
of this Article which may have the effect described in paragraph 1 of Article 44. 


CHAPTER VI—INTER-GOVERNMENTAL COMMODITY AGREEMENTS 
Section A—Introductory Considerations 


ARTICLE 52. DIFFICULTIES RELATING TO PRIMARY COMMODITIES 


The Members recognize that the conditions under which some primary com- 
modities are produced, exchanged and consumed are such that international 
trade in these commodities may be affected by special difficulties such as the 
tendency towards persistent disequilibrium between production and consumption, 
the accumulation of burdensome stocks and pronounced fluctuations in prices. 
hese special difficulties may have serious adverse effects on the interests of 
producers and consumers, as well as widespread repercussions jeopardising the 
general policy of economic expansion. The Members recognize that such difficul- 
ties may, at times, necessitate special treatment of the international trade in such 
commodities through inter-governmental agreement. 


ARTICLE 53. PRIMARY AND RELATED COMMODITIES 


1. For the purposes of this Chapter, the term “primary commodity” means any 
product of farm, forest or tishery or any mineral, in its natural form or which 
has undergone such processing as is customarily required to prepare it for market- 
ing in substantial volume in international trade. 

2. The term shall also cover a group of commodities, of which one is a pri- 
mary commodity as defined in paragraph 1 of this Article and the others are 
commodities (whether primary or non-primary) which are so closely related, as 
regards conditions of production or utilisation, to the other commodities in the 
group, that it is appropriate to deal with them in a single agreement. 
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3. If, in exceptional circumstances, the Organization finds that the conditions 
set forth in Article 59 exist in the case of a commodity which does not fall pre- 
cisely under paragraph 1 or 2 of this Article, the Organization may decide that 
the provisions of this Chapter, together with any other requirements it may es- 
tablish, shall apply to inter-covernmental agreements regarding that commodity. 


ARTICLE 54 OBJECTIVES OF INTER-GOVERN MENTAL COMMODITY AGREEMENTS 


The Members recognize that inter-governmental commodity agreements may 
be employed to achieve the following objectives: 

(a) to prevent or alleviate the serious economic difficulties which may 

arise when adjustments between production and consumption cannot be 

effected by normal market forces alone as rapidly as the circumstances re- 
quire ; 

(b) to provide, during the period which may be necessary, to framework 
for the consideration and development of measures which have as their pur- 
pose economic adjustments designed to promote the expansion of consump- 
tion or a shift of resources and man-power out of over-expanded industries 
into new and productive occupations ; 

(c) to moderate pronounced fluctuations in the price of a primary com- 
modity with a view to achieving a reasonable degree of stability on a basis 
of prices fair to consumers and remunerative to efficient producers, having 
regard to the desirability of securing long-term equilibrium between the 
forces of supply and demand ; 

(7) to maintain and develop the natural resources of the world and pro- 
tect them from unnecessary exhaustion ; 

(e) to provide for the expansion of the production of a primary commod- 
ity where this can be accomplished with advantage to consumers and 
producers ; 

(f) to assure the equitable distribution of a primary commodity in short 
supply. 


Section B—Inter-Governmental Commodity Agreements in General 


ARTICLE 55. COMMODITY STUDIES 


1. Any Member which is substantially interested in the preduction or consump- 
tion of, or trade in, a particular primary commodity, and which considers that 
international trade in that commodity is, or is likely to be, affected by special 
difficulties, shall be entitled to ask that a study of the commodity be made. 

2. Unless it decides that a prima facie case has not been established, the 
Organization shall promptly invite each Member to appoint representatives to a 
study group to make a study of the commodity if the Member considers that it 
is substantially interested in the production or consumption of, or trade in, the 
commodity. Non-Members may also be invited. 

3. The study group shall promptly investigate the production, consumption 
and trade situation in regard to the commodity, and shall report to the partici- 
pating Governments and to the Organization its findings and its recommendations 
as to how best to deal with any special difficulties which may exist or may be 
expected to arise. The Organization shall promptly transmit to the Members 
these findings and recommendations. 


ARTICLE 56. COMMODITY CONFERENCES 


1. On the basis of the recommendations of a study group, or at the request 
of Members whose interest represents a substantial part of world production or 
consumption of, or trade in, a particular primary commodity, the Organization 
shall promptly convene and intergovernmental conference to discuss measures 
designed to meet the special difficulties which exist or are expected ot arise. The 
Organization may also, on its own initiative, call such a conference on the basis 
of information agreed to be adequate by the Members substantially interested in 
the prodnetion or consumption of, or trade in, the commodity concerned, 

2. Each Member which considers that it is substantially interested in the 
production or consumption of, or trade in, the commodity concerned, shall be 
invited to participate in such a conference. Non-Members may also be invited to 
participate, 








an 


Ul 
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ARTICLE 57. GENERAL PRINCIPLES GOVERNING INTER-GOVERNMENTAL COMMODITY 
AGREEMENTS 


1. The Members shall observe the following principles governing the conclusion 
and operation of all types of inter-governmental commodity agreements: 

(a) such agreements shall be open to participation initially by any Member 
on terms no less favourable than those accorded to any other country and 
thereafter in accordance with such procedure and upon such terms as may 
be established in the agreement subject to approval by the Organization; 

(b) non-Members may be invited by the Organization to participate in 
such agreements and the provisions of subparagraph (a) applying to Mem- 
bers Shall apply to any non-Member so invited ; 

(c) under such agreements there shall be equitable treatment as between 
participating countries and non-participating Members, and the treatment 
accorded by participating countries to non-participating Members shall be no 
less favourable than that accorded to any non-participating non-Memb 
due consideration being given in each case to policies adopted by non 
participants in relation to obligations assumed and advantages conferred 
under the agreement; 

(d) such agreements shall include provision for adequate participation of 
countries substantially interested in the importation or consumption of the 
commodity as Well as those substantially interested in its exportation or 
production ; 

(e) full publicity shall be given to any inter-governmental commodity 


agreement proposed or concluded, to the statements of considerations and 
objectives advanced by the proposing Members, to the nature and develop 
ment of measures adopted to correct the underlying situation which gave 
rise to the agreement and, periodically, to the operation of the agreement. 

2. The Menrbers, including Members not parties to a particular commodity 
agreement, shall give favourable consideration to any recommendation made 


under such agreement for expanding consumption of the commodity in question 


ARTICLE s rYPES OF AGREEMENTS 


1. For the purposes of this Chapter, there shall be recognised two classes of 
ter-governmental commodity agreements: 
(a) commodity control agreements as defined in this Article; and 


(6) other inter-governmental e mmodity agreements 


2 Subject to the provisions of paragraph 5 of this Article, a commodity control 
rreement is an inter-governmental agreement which involves 
(a) the regulation of production or the quantitative control of exports 
or imports of a primary commodity and which has the purpose or might have 
the effect of reducing, or preventing an increase in, the production of, or 
trade in, that commodity ; or 
(b) the regulation of prices 
3. The Organization shall, on the request of a Member, a study group or a 
commodity conference, decide whether an existing or proposed inter-g 
ental agreement is a commodity control agreement within the meaning of para- 
graph 2 of this Article. 
4. (a) Commodity control agreements shall be subject to all the provisions 
f this Chapter 
(b) Other inter-governmental commodity agreements shall be subject to the 
provisions of this Chapter other than those of Section ¢ If, however, the 


overn 





Crganization decides that an agreement which involves the regulation of pr 
duction or the quantitative control of exports or imports is not a commodity 
control agreement within the meaning of paragraph 2 of this Article, it s 
prescribe the provisions of Section C, if any, to which that agreement shall 
conform. 

5. The Organization may decide that an existing or proposed inter-govern- 
mental agreement which has the purpose of securing the coordinated expansion 
of aggregate world production and consumption of a primary commodity is not 
a commodity control agreement even though the agreement contains provision 
for the future application of minimum prices. However, any such agreement 
shall be deemed to be a commodity control agreement and shall conform to all 
the provisions of Section C from the date on which its minimum price provisions 
become operative. 
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6. The Members undertake not to enter into any new commodity control agree 
ment, unless it has been recommended by a conference called in accordance with 
Article 56. If, in an exceptional case, there has been unreasonable delay in 
the proceedings of the study group or of the commodity conference, Members 
substantially interested in the production or consumption of, or trade in, 
a particular primary commodity, may proceed by direct negotiation to the 
conclusion of an agreement, provided that it conforms to the other provisions 
of this Chapter. 


Section C—Inter-governmental Commodity Control Agreements 


ARTICLE 59 CIRCUMSTANCES GOVERNING THE USE OF COMMODITY CONTROL AGREEMENTS 


1. The Members agree that commodity control agreements may be employed 
only when it is determined that: 

(a) a burdensome surplus of a primary commodity has developed or is 
expected to develop, which, in the absence of specific governmental action, 
could cause serious hardship to producers among whom are small producers 
who account for a substantial portion of the total output, and that these 
conditions could not be corrected by normal market forces in time to pre- 
vent such hardship, because, characteristically in the case of the primary 
commodity concerned, a substantial reduction in price does not readily lead 
to a significant increase in consumption or to a significant decrease in pro 
duction; or 

(6) widespread unemployment or underemployment in connection with a 
primary commodity, arising out of difficulties of the kind referred to in Arti- 
cle 52, has developed or is expected to develop, which, in the absence of 
specific governmental action, would not be corrected by normal market 
forces in time to prevent widespread and undue hardship to workers be- 
cause, Ccharacteristically in the case of the industry concerned, a substantial 
reduction in price does not readily lead to a significant increase in con- 
sumption but to a reduction of employment, and because areas in which the 
commodity is produced in substantial quantity do not afford alternative 
employment opportunities for the workers involved. 

2. Determinations under this Article shall be made through the Organization 
by consultation and agreement among Members substantially interested in the 
commodity concerned. 


ARTICLE 60. ADDITIONAL PRINCIPLES GOVERNING COMMODITY CONTROL AGREEMENTS 


The Members shall observe the following principles governing the conclusion 
and operation of commodity control agreements in addition to those stated in 
Article 57: 

(a) such agreements shall be designed to assure the availability of sup 
plies adequate at all times for world demand at reasonable prices, and, 
when practicable, shall provide for measures designed to expand world 
consumption of the commodity ; 

(vb) under such agreements, participating countries which are largely 
interested in imports of the commodity concerned shall, in decisions on 
substantive matters, have together a number of votes equal to that of those 
largely interested in obtaining export markets for the commodity. Any 
participating country, which is largely interested in the commodity but 
which does not fall precisely under either of the above classes, shall have an 
appropriate voice within such classes ; 

(c) such agreements shall make appropriate provision to afford increasing 
opportunities for satisfying national consumption and world market re- 
quirements from sources from which such requirements can be supplied in 
the most effective and economic manner, due regard being had to the need 
for preventing serious economic and social dislocation and to the position 
of producing areas suffering from abnormal disabilities ; 

(d) participating countries shall formulate and adopt programmes of 
internal economic adjustment believed to be adequate to ensure as much 
progress as practicable within the duration of the agreement towards solu- 
tion of the commodity problem involved. 
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ARTICLE 61. ADMINISTRATION OF COMMODITY CONTROL AGREEMENTS 


1. Each commodity control agreement shall provide for the establishment of a 
governing body, herein referred to as a Commodity Council, which shall operate 
in conformity with the provisions of this Article. 

2. Each participating country shall be entitled to have one representative on 
the Commodity Council. The voting power of the representatives shall be de- 
termined in such a way as to conform with the provisions of Article 60 (b). 

8. The Organization shall be entitled to appoint a non-voting representative to 
each Commodity Council and may invite any competent inter-government or- 
ganization to nominate a non-voting representative for appointment to a Com- 
modity Council. 

4. Kach Commodity Council shall appoint a non-voting chairman who, if the 
Council so requests, may be nominated by the Organization. 

5. The Secretariat of each Commodity Council shall be appointed by the Coun- 
cil after consultation with the Organization. 

6. Each Commodity Council shall adopt appropriate rules of procedure and 

regulations regarding its activities. The Organization may at any time require 
their amendment if it finds that they are inconsistent with the provisions of this 
Chapter. 
7. Each Commodity Council shall make periodic reports to the Organization 
on the operation of the agreement which it administers. In addition it shall 
make such special reports as the Organization may require or as the Council 
itself considers to be of value to the Organization 

8. The expenses of a Commodity Council shall be borne by the participating 
countries. 

9. When an agreement is terminated, the Organization shall take charge of the 
archives and statistical material of the Commodity Council. 


ARTICLE 62. INITIAL TERM, REVIEW AND RENEWAL OF COMMODITY CONTROL AGREEMENTS 


1. Commodity control agreements shall be concluded for a period of not more 
than five years. Any renewal of a commodity control agreement, including agree- 
ments referred to in paragraph 1 of Article 65, shall be for a period not exceed- 
ing five years. The provisions of such renewed agreements shall conform to the 
provisions of this Chapter. 

2. Periodically, at intervals not greater than three years, the Organization 
shall prepare and publish a review of the operation of each agreement in the 
light of the principles set forth in this Chapter. Moreover, a commodity control 
agreement shall provide that, if the Organization decides that its operation has 
failed substantially to conform to the principles laid down in this Chapter, 
participating countries shall either revise the agreement to conform to the 
principles or terminate it. 

3. Commodity control agreements shall include provisions relating to with- 
drawal of any party. 


ARTICLE 63. SETTLEMENT OF DISPUTES 


Each commodity control agreement shall provide that: 

(a) any question or difference concerning the interpretation of the 
provisions of the agreement or arising out of its operation shall be discussed 
originally by the Commodity Council; 

(b) if the question or difference cannot be resolved by the Council in the 
terms of the agreement, it shall be referred by the Council to the Organiza- 
tion, which shall apply the procedure set forth in Chapter VIII with appro 
priate adjustments to cover the case of non-Members. 


Section D—NMiscellaneous Provisions 


ARTICLE 64. RELATIONS WITH INTER-GOVERN MENTAL ORGANIZATIONS 


With the object of ensuring appropriate cooperation in matters relating to 
inter-governmental commodity agreements, any inter-governmental organization 
which is deemed to be competent by the Organization, such as the Food and 
Agriculture Organization, shall be entitled: 

(a) to attend any study group or commodity conference; 
(0) to ask that a study of a primary commodity be made; 
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(c) to submit to the Organization any relevant study of a primary com 
modity, and, on the basis thereof, to recommend to the Organization that 
further study of the commodity be made or that a commodity conference 
be convened 


ARTICLE 65. ORLIGATIONS OF MEMBERS REGARDING EXISTING AND PROPOSED 
COMMODITY AGREEMENTS 


1. Members shall transmit to the Organization the full text of each inter 
governmental commodity agreement in which they are participating at the time 
they become Members of the Organization. Members shall also transmit to the 
Organization appropriate information regarding the formulation, provisions and 
operation of such agreements. Members shall conform with the decisions made 
by the Organization regarding their continued participation in any such inter- 
governmental commodity agreement which, after review by the Organization, 
shall have been found to be inconsistent with the provisions of this Chapter 

2. Members shall transmit to the Organization appropriate information regard 
ing any negotiations in which they are participating at the time they become 
Members of the Organization, for the conclusion of an inter-governmental com 
modity agreement Members shall conform with decisions made by the Organi 
zation regarding their continued participation in any such negotiations. The 
Organization may dispense with the requirements of a study group or a com 
modity conference, if it finds them unnecessary in the light of the negotiations 


ARTICLE 66 PERRITORIAL APPLICATION 


kor the purposes of this Chapter, the terms “Member” and “non-Member” shall 
mean respectively a Member and non-Member of the Organization with its 
dependent territories. If a Member or non-Member and its dependent territories 
form a group, of which one or more units are mainly interested in the export 
of a commodity and one or more in the import of the commodity, there may be 
either joint representation for all the territories within the group or, where it 
is so desired, separate representation for the territories mainly interested in 
exportation and separate representation for the territories mainly interested in 
importation 


ARTICLE 67. EXCEPTIONS TO PROVISIONS RELATING TO INTER-GOVERN MENTAI 
COMMODITY AGREEMENTS 


1. The provisions of this Chapter shall not apply: 
(a) to any bilateral inter-governmental agreement relating to the pur 
chase and sale of a commodity falling under Section D of Chapter I\ 
(b) to any inter-governmental commodity agreement involving no more 
than one exporting Country and no more than one importing country, and not 
covered by sub-paragraph (@) above; Provided that if, upon complaint of a 
non-participating Member, the Organization finds that the interests of that 
Member are seriously prejudiced by the agreement, ihe agreement shall be 
come subject to such provisions of this Chapter as the Organization may 
prescribe ; 
(c) to those provisions of any inter-governmental commodity agreement 
Which are necessary for the protection of public morals or of human, animal 
or plant life or health; Provided that such agreements are not used to 
accomplish results inconsistent with the objectives of Chapter V or Chap- 
ter VI 
2. The provisions of Articles 55 and 56 and of Section C of this Chapter shall 
not apply to inter-governmental commodity agreements found by the Organization 
to relate solely to the equitable distribution of commodities in short supply. 

3. The provisions of Section C of this Chapter shall not apply to commodity 
control agreements found by the Organization to relate solely to the conservation 
of exhaustible natural resources 


CHaprer VII—THeE INTERNATIONAL TRADE ORGANIZATION 


Nection A.—NStructure and Functions 


ARTICLE 68. MEMBERSHIP 


1. The original Members of the Organization shall be those States invited to 
the United Nations Conference on Trade and Employment whose Governments 
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accept this Charter by , 194 in aecordance with paragraph 1 of 
Article 98, or, if this Charter shall not have entered into force by : an 
194___, those States whose Governments agree to bring this Charter into force 
in accordance With the proviso in paragraph 2 of Article 98 


2. Any other State whose membership has been approved by the Conference 
shall become a Member of the Organization upon its acceptance, in accordance 
with paragraph 1 of Article 98 of this Charter, as amended up to the date of such 
acceptance, 

3. The following separate customs territories, though not responsible for the 
formal conduct of their diplomatic relations, shall be admitted to the Organiza 
tion on such terms as may be determined: 

(i) any separate customs territory invited to the United Nations Con 
ference on Trade and Employment upon acceptance of the Charter on its 
behalf by the competent Member in accordance with paragraph 2 of Article 
99 5 

(ii) any separate customs territory not invited to the United Nations 
Conference on Trade and Employment, proposed by the competent Membet 
having responsibility for the formal conduct of its diplomatic relations and 
which is autonomous in the conduct of its external commercial relations and 
of the other matters provided for by this Charter and whose admission is 
approved by the Conference, upon acceptance of the Charter on its behalf by 
the competent Member in accordance with paragraph 2 of Article 99, or, in 
the case of a territory in respect of which the Charter has been accepted 
under paragraph 1 of Article 99, upon its becoming thus autonomous 

4. Any separate customs territory admitted to the Organization under para 
graph 3 of this Articie which is accorded full voting rights shall thereupon be a 
Member of the Organization. 

5. The Conference shall determine the conditions upon which membership 
rights and obligations shall be extended to Trust Territories administered by the 
United Nations and to the Free Territory of Trieste 


ARTICLE 69. FUNCTIONS 


The Organization shall perform the functions provided for elsewhere in this 
Charter In addition the Organization shall have the following functions 

(a) to collect, analyse and publish information relating to international 
trade, including information relating to commercial policy, business prac- 
tices, commodity problems and industrial and general economic development ; 

(6) to encourage and facilitate consultation among Members on all ques 
tions relating to the provisions of this Charter ; 

(c) to undertake studies on, make recommendations for, and promote 
international agreement on, measures designed 

(i) to assure just and equitable treatment for foreign nationals and 
enterprises ; 

(ii) to expand the volume and to improve the bases of international 
trade, including measures designed to facilitate commercial arbitration 
and the avoidance of double taxation : and 

(iii) generally to achieve any of the objectives set forth in Article 1 

(d) generally to consult with and make recommendations and, as neces- 
sary, furnish advice and assistance to Members regarding any matter relat 
ing to the operation of this Charter, and to take any other action necessary 
and proper to carry out the provisions of this Charter ; 

(e) to co-operate with the United Nations and inter-governmental organ- 
izations in furthering the achievement of the economie and social objectives 
of the United Nations and the restoration and maintenance of international 
peace and security 


ARTICLE 70. STRUCTURI 
The Organization shall have a Conference, an Executive Board, a Tariff Com- 


mittee, Commissions as established under Article 79, and such other organs as 
may be required. There shall also be a Director-General and Staff. 





Section B The Conference 


ARTICLE 71. COMPOSITION 


1. The Conference shall consist of all the Members of the Organization 
2. Each Member shall have one representative in the Conference and may 
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appoint alternates and advisers to its representative. 
3. No representative in the Conference may represent more than one Member. 


ARTICLE 72. VOTING 

Alternative A 

1. Each Member shall have one vote in the Conference. 

2. Except as otherwise provided in this Charter, decisions of the Conference 
shall be taken by a majority of the Members present and voting. 
Alternative B 

1. Each Member shall have in the Conference the number of votes allocated 
to it in the pursuance of the provisions of Annex .. .* to this Charter. 

2. Except as otherwise provided in this Charter, decisions of the Conference 
shall be taken by a simple majority of the votes cast. 


Alternative C 


1. Lach Member shall have one vote in the Conference. 

2. Except as otherwise provided in this Charter, decisions of the Conference 
shall be taken by a majority of the Members present and voting; Provided that, 
at the instance of any Member, any decision reached by the Organization on the 
matters provided for in Articles . . .2 shall require corroboration by a second 
vote taken by a simple majority of the votes cast in accordance with the plan 
of weighted voting set out in Annex . . .’ to this Charter. 


ARTICLE 73. SESSIONS, PROCEDURE AND OFFICERS 


1. The Conference shall meet in regular annual sessions and in such special 
sessions as may be convoked by the Director-General at the request of the Execu- 
tive Board, or of a majority of the Members. 

2. The Conference shall establish rules of procedure which may include rules 
appropriate for the carrying out of its functions during the intervals between 
its sessions. It shall annually elect its President and other officers. 


ARTICLE 74. POWERS AND DUTIES 


1. The powers and duties attributed to the Organization by this Charter and 
the final authority to determine the policies of the Organization shall, subject to 
the provisions of Article 81, be vested in the Conference. 

2. The Conference may assign to the Executive Board the exercise of any power 
or the performance of any duty of the Organization, except such specific powers 
and duties as are expressly conferred or imposed upon the Conference or the 
Tariff Committee by this Charter. 

3. In exceptional circumstances not elsewhere provided for in this Charter, the 
Conference may waive an obligation imposed upon a Member by this Charter; 
Provided that any such decision shall be approved by a two-thirds majority of 
the votes cast and that such majority shall comprise more than half of the 
Members of the Organization. The Conference may also by such a vote 

(a) define certain categories of exceptional circumstances to which other 
voting requirements shall apply for the waiver of obligations, and 

(b) prescribe such criteria as may be necessary for the application of this 
paragraph. 

4. The Conference may prepare or sponsor agreements with respect to any 
matter within the scope of the Charter and, by a two-thirds majority of the votes 
cast, recommend such agreements for acceptance. Each Member shall, within a 
period specified by the Conference, notify the Director-General of its acceptance 
or non-acceptance, In the case of non-acceptance a statement of the reasons 
therefor shall be forwarded with the notification. 

5. The Conference may make recommendations to Members and to inter- 
governmental organizations regarding any matter pertaining to the purpose and 
objectives set forth in Article 1, 

6. The Conference shall approve the budget of the Organization and shall 
apportion the expenditures of the Organization among the Members in accordance 
with a seale of contributions to be fixed from time to time by the Conference 
following such principles as may be applied by the United Nations: Provided 
that no Member shall be required to contribute more than one-third of the total 
of such expenditures without its consent. 

7. The Conference shall determine the seat of the Organization and shall 
establish such branch offices as it may consider desirable. 





Alt 
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Section C—The Executive Board 


ARTICLE 75. COMPOSITION OF THE EXECUTIVE BOARD 
4iternative A. 

1. The Executive Board shall, subject to the provisions of the other paragraphs 
if this Article, consist of Members of the Organization as follows: 

(a) Canada, China, France, India, Union of Soviet Socialist Republics, 
United Kingdom, United States of America and either Belgium and the 
Netherlands alternating every three years or the Customs Union of Belgium, 
Luxemburg, and the Netherlands should these States desire to be represented 
as a unit: 

(b) Three Members elected by the American Republics not entitled to a 
seat on the Board under sub-paragraph (@) ; 

(c) One Member to be elected by each of the following groups of States 
if their members desire to be represented as a group: 

(i) Egypt, Iraq, Iebanon, Saudi Arabia, Syria, Transjordan and the 
Yemen; 
(ii) Denmark, Finland, Iceland, Norway and Sweden; 

(7?) Five Members elected by the remaining Members; Provided that 
groups of not less than four States, having common interests, and repre 
senting a certain proportion of world trade may be formed with the approval 
of the Conference and any such group shall be entitled to elect one or more 
Members to the Board according to the number of States which comprise 
it and the proportion of world trade they together represent. 

2. The Conference shall make regulations relating to paragraphs 1 (pb), (ce) 
and (d) of this Article which shail provide for the mode of election, the condi- 
tions under which groups under paragraph 1 (d) of this Article may be formed, 
the method of reallocating seats where necessary, and other related matters. 

3. The Members elected to the Executive Board shall normally be elected for 
terms of three vears. The Conference shall establish rules with regard to these 
erms designed to ensure a reasonable measure of continuity in representation 
yn the Board. 

4. During the time that any State mentioned in paragraph 1 (a) of this Article 
is not a Member of the Organization, the size of the Executive Board shall be 
reduced accordingly 
5. If at any time the number of States referred to in paragraph 1 (b) of this 
Article be seven or less, those Siates shall be entitled to elect only one Member 
to the Executive Board. Should at any time this number be more than seven 
but less than fifteen, they shall be entitled to elect two Members to the Board. 

6. Should at any time the number of States referred to in paragraph 1 (d) 

f this Article be 

(a) four or more but less than seven, 

(b) seven or more but less than fifteen, 

(c) fifteen or more but less than twenty-one, 

(d) twenty-one or more but less than twenty-eight, 

those States shall be entitled to elect one, two, three or four Members to the 
Board respectively. 

7. The number of Members on the Executive Board may, upon a recommenda- 
tion of the Board, be increased by the Conference by a two-thirds majority of 
the votes cast. 

8. Notwithstanding the provisions of Article 95, any amendment of this Article 
relating to paragraph 1 (a) or to the election of Members to the Board under 
paragraph 1 (b), (c) and (d) or involving the rearrangement of groups estab- 
lished under paragraph 1 (c) or formed under paragraph 1 (d), shall become 
effective upon its approval by the Conference by a majority of the votes cast. 

9. The provisions of this Article shall be subject to review by the Conference 
every three years. 

Alternative B 

1. The Executive Board shall consist of the representatives of not more than 
fifteen of the Members of the Organization, elected by the Conference by the 
affirmative vote of two-thirds of those present and voting. Seven of the Members 
may be immediately re-elected on the expiration of the term for which they have 
been elected. 
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2. The number of Members on the Executive Board may, upon a recommenda- 
tion of the Board, be increased by the Conference by a two-thirds majority of 
the Members present and voting 

3. The Members elected to the Executive Board shall normally be elected 
for terms of three years. The Conference shall establish rules with regard to 
these terms designed to ensure a reasonable measure of continuity in representa 
tion on the Board. 

Alternative C 

1. Subject to the provisions of paragraph 6 of this Article, the Executive Board 
shall consist of seventeen Members of the Organization. 

2. The eight States of chief economic importance, as determined by the Con 
ference at intervals of three years by a two-thirds majority of Members present 
and voting, shall be entitled to membership of the Board 

3. The other Members shall be elected to the Board by a two-thirds vote of the 
Conference 

4. Subject to paragraph 5 one-third of the Members referred to in paragraph 3 
shall be elected each year for a term of three years. A retiring Member shall 
be eligible for immediate re-election. 

5. At the first election: 

(a) Canada, China, France, India, United Kingdom, United States, Union 
of Soviet Socialist Republics and the Customs Union of Belgium, Luxemburg 
and the Netherlands, should the States members of that Customs Unior 
desire to be represented as a unit, shall be appointed under paragraph 2; 

(b) Nine other Members shall be elected, of which the terms of office of 
three shall expire at the end of one year and of three other Members at the 
end of two years. 

6. (a) During the time that any State mentioned in paragraph 2 of this Article 
is not a Member of the Organization the size of the Board shall be reduced 
accordingly 

(6) During any time that the number of Members of the Organization is less 
than twenty-eight the numbers six, two and two shall be substituted for the 
numbers nine, three and three respectively in paragraph 5 ()) of this Article. 

7. The Conference shall make regulations which shall apply the provisions of 
paragraph 5 (b) at any time when the number of Members on the Board is varied 
under paragraph 6 (b) of this Article. 


ARTICLE 76. VOTING 


1. Each member of the Executive Board shall have one vote 
2. Decisions of the Executive Board shall be made by a majority of the votes 
cast 


ARTICLE 77. SESSIONS, PROCEDURE AND OFFICERS 


1. The Executive Board shall adopt its own rules of procedure, including rules 
concerning the convening of its sessions. The rules of procedure shall be subject 
to confirmation by the Conference. 

2. The Executive Board shall annually elect its Chairman and other officers, 
who shall be eligible for re-election 


The Chairman of the Executive Board shall be entitled ex officio to partici 
pate, without the right to vote, in the deliberations of the Conference 

$. Any Member of the Organization which is not on the Executive Board, shal] 
be invited to participate in the discussion by the Board of any matter of par 
ticular and substantial concern to that Member, and shall, for the purpose of 
such discussion, have all the rights of Members on the Board, except the right 
to vote 


ARTICLE 78. POWERS AND DUTIES 


1. The Executive Board shall be responsible for the execution of the policies 
of the Organization and shall exercise the powers and perform the duties assigned 
to it by the Conference. It shall supervise the activities of the Commission and 
shall take such action upon their recommendations as it may deem appropriate 
It shall prepare the provisional agenda of the Conference. 

2. The Executive Board may make recommendations to the Conference, or to 
inter-governmental organizations, on any subject within the scope of this Charter 
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Section D The Commissions 


ARTICLE 79. ESTABLISHMENT AND FUNCTIONS 


Che Conference shall establish such Commissions as may be required for the 
rmance of the functions of the Organization in accordance with the pro 
isions of this Charter The Commissions shall have such functions as the 
( nierence may decide Commissions shall report to the Executive Board and 
hall perform such tasks as the Board may assign to them The Commissions 


nsult each other as necessary for the exercise of their functions 


ARTICLE 80. COMPOSITION AND PRO‘ 
Except as otherwise decided by the Conference, Commissions shall be com- 
d of persons chosen by the Ex tive Boat th el so chosen shall 
be qualified by training or experience to ¢ ry out the functions of the 
( ssionus 
The number of members, which sha not e ed seven f each Commiss 
1 the conditions of their service shall be dete ned in accordance with 
ulations prescribed by the Confere1 





I 
edure which shall be subject to approval by the Executive Board 

t. The rules of procedure of the Conference and of the Executive Board shall 

ide as appropriate for the participation in their deliberations, without the 


ht to vote, of the chairmen of Commissions 


mach Commission shall elect s Chairman and shall adopt rules of pro 


5. The Organization shall arrange for representatives of inter-governmental 
ranizations considered by the Organization to have a special competence in 
field of activity of any of the Commissions, to participate in the work of such 


Commissions, 


Section E—The Tariff Committ 


ARTICLE 81. THE TARIFF COMMITTI 


1. There shall be a Tariff Committee which shall act on behalf of the Organ 
on in initiating the nezotiations provided for under paragraph 1 of Article 
17 and in the making of recommendations and determinations pursuant to para 
raph 2 of Article 17 
The Tariff Committee shall consist of those contracting parties to the Gen 
ral Agreement on Tariffs and Trade referred to in paragraph 1 (d) of Article 
17 which are Members of the Organization 
[Provisions relating to the voting power of each member] 
$. | Provisions relating to the majority of votes required for decisions of the 
Committee }. 
5, The Committee shall adopt its own rules of procedure, including provision 
for the election of its officers 





Nection F The Director-General and Staff 


ARTICI 82. THE DIRECTOR-GENERAI 


1. The chief administrative officer of the Organization shall be the Director 
General. He shall be appointed by the Conference upon the recommendation 
of the Executive Board. The powers, duties, conditions and term of office of 
the Director-General shall conform to regulations approved by the Conference. 


lie shall be subject to the general supervision of the Executive Board 


2. ‘lhe Director-General or his representative shall be entitled to participate, 
without the right to vote, in all meetings of the various organs of the Organ 
zation 

3. The Director-General shall present to the Conference an annual report on 
the work of the Organization and the annual budget estimates and the financial 
tatements of the Organization. 


ARTICLE 83. THE STAFF 


1. The Director-General shall have authority to appoint Deputy Directors- 
General in accordance with regulations approved by the Conference. The 
Director-General shall also appoint such further members of the Staff as may 
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be required and shall fix the duties and conditions of service of the Staff, in 
accordance with regulations approved by the Conference. 

2. The paramount consideration in the selection of the Staff and in the deter 
mination of its conditions of service shall be the necessity of securing the highest 
standards of efficiency, competence and integrity, due regard being paid to the 
importance of recruitment on as wide a geographical basis as possible. 

3. The conditions of service, such as the provisions governing qualifications, 
salary, tenure and retirement of members of the Staff shall be fixed, so far as 
practicable, in conformity with those for members of the Secretariat of the 
United Nations and of other specialised agencies, 


Section G—Other Organizational Provisions 


ARTICLE 84. RELATIONS WITH OTHER ORGANIZATIONS 


1. The Organization shall be brought into relationship with the United Nations 
as soon us practicable as one of the specialized agencies referred to in Article 57 
of the Charter of the United Nations, This relationship shall be effected by 
agreement to be approved by the Conference. Any such agreement shall provide 
for elfective co-operation and the avoidance of unnecessary duplication in the 
uctivities of the respective organizations. 

2. The Organ ‘zation shall make arrangements with other inter-governmental 
organizations which have reiated responsibilities, to provide for effective co- 
operation and the avoidance of unnecessary duplication in the activities of the 
organizations The Organ‘zation may for this purpose arrange for joint com- 
mittees, reciprocal representation at meetings and establish such other working 
relationships as may be necessary. 

3. The Organization may make suitable arrangements for consultation and 
co-operation with non-governmental organizations concerned with matters within 
the scope of this Charter. 

$. Whenever the Conference and the competent authorities of any other inter- 
governmental organization whose purposes and functions lie within the scope 
of this Charter, deem it desirable. 

(a) to incorporate such other inter-governmental organization into the 
Organization, or 
(b) to effect a transfer of all or a part only of its functions and resources 
to the Organization, or 
(c) to bring it under the supervision or authority of the Organization, 
the Director-General, subject to the approval of the Conference, may enter into 
an appropriate agreement. Members shall, in conformity with their international 
obligations, take the action necessary to give effect to any such agreement. 
ARTICLE 85. INTERNATIONAL RESPONSIBILITIES OF THE DIRECTOR-GENERAL, STAFF AND 
MEMBERS OF COMMISSIONS 


1. The responsibilities of the Director-General and of the Staff shall be exclu- 
sively international in character. In the discharge of their duties they shall not 
seek or receive instructions from any government, or from any authority external 
to the Organization. They shall refrain from any action which might prejudice 
their position as international officials. 

2. The provisions of paragraph 1 of this Article shall also apply to members of 
the Commissions provided for in Section D of this Chapter. 

3. The Members shall respect the international character of their responsibili- 
ties of these persons and shall not seek to influence them in the discharge of their 
duties. 


ARTICLE 86. INTERNATIONAL LEGAL STATUS OF THE ORGANIZATION 


The organization shall have legal personality and shall enjoy such legal capacity 
as may be necessary for the exercise of its functions. 


ARTICLE 87. STATUS OF THE ORGANIZATION IN THE TERRITORY OF MEMBERS 


1. The Organization shall enjoy in the territory of each of its Members such 
legal capacity, privileges and immunities as may be necessary for the exercise of 
its functions. 

2. Representatives of the Members of the Organization and its officials shall 
similarly enjoy such privileges and immunities as may be necessary for the 
independent exercise of their functions in connection with the Organization. 
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3. Such legal capacity, privileges and immunities shall be more particularly 
defined in an agreement to be prepared in consultation with the Secretary-General 
of the United Nations and concluded between the Members and the Organization. 


ARTICLE 88, CONTRIBUTIONS 


Each Member sball contribute promptly to the Organization its share of the 


expenditures of the Organization as apportioned by the Conference. A Member 
which is in arrears in the payment of its financial contributions to the Organiza 
yn Shall have no vote in the organs of the Organ Zation if the amount of its 
rrears equals or exceeds the amount of the contributions due from it for tl 
preceding two full years. The Conference may, nevertheles permit such a 
Member to vote, if it is satisfied that the failure to pay is due to conditions 


beyond the control of the Member. 


CHAPTER VIII—SETTLEMENT OF DIFFERENCES——INTERPRETATION 
ARTICLE 8&9. CONSI ATION BETWEEN MEMBERS 


If any Member should consider that any benefit accruing to it directly er in 
directly under this Charter is being nullified « 
f any of the objectives set forth in Article 1 is being impeded, as a res 
(a) the failure of another Member to carry cut its obligations under this 
Charter, or 
(b) the application by another Member of any measure, whether or ! 
it conflicts with the provisions of this Charter, 01 
(c) the existence of any other situation. 
the Member may, with a view to the satisfactory adjustment of the matter, make 
written representations or proposals to the other Member or Members whic! it 
considers to be concerned. Any Member thus approached shall give pi 
thetic consideration to the representations or proposals made to it. In at 
such case, the Members concerned shall keep the Director-General informed 
cenerally of any discussions undertaken. 


ARTICLE 90. REFERENCE TO THE CRGANIZATION 


1. If the matter is not satisfactorily adjusted within a reasonable time or if 
falls within Article 89 (c), it may be referred to the Executive board or, wit he 
approval of the Executive Board, directly to the Conference. The Executive 
Board or the Conference, as the case may be, shall promptly investigate any 
matters so referred and shall make recommendations to the Members which it 
considers to be concerned or give a ruling on the matter, as appropriate. It may 
n the course of such investigation consult with Members, the Commissions of 
the Organization, the Economic and Social Council of the United Nations and 
any inter-governmental organization, in cases where it considers such consulta 
tion necessary. 


2. The Executive Board may refer the matter, with the consent of the Me 
bers concerned, to arbitration upon such terms as may ugreed between th 
Board and such Members 

3. Any ruling of the Executive Board shall be reviewed by the Conference at 
the request of any interested Member. Upon such request the Conference shall 


by resolution confirm or modify or reverse such ruling 

4. If the Conference considers that the circumstances are serious enough to 
ustify such action, it may authorize a Member or Members to suspend the appli 
cation to any other Member or Members of such obligations or concessions under 
or pursuant to this Charter as the Conference determines to be appropriate. If 
the application to any Member of any obligation or concession is in fact sus 
pended, that Member shall then be free, not later than sixty days after suc 
action is taken, to advise the Director-General in writing of its intention to 
withdraw from the Organization and such withdrawal shall take effect upon 
the expiration of sixty days from the day on which written notice of such with 
drawal is received by the Director-General 


ARTICLE 91. REFERENCE TO THE INTERNATIONAL COURT OF JUSTICI 


1. The Conference or the Executive Board may, in accordance with arfange 
ments made pursuant to paragraph 2 of Article 96 of the Charter of the United 
Nations, request from the International Court of Justice advisory opinions on 
legal questions arising within the scope of the activities of the Organization. 
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2. Any resolution of the Conference under paragraph 3 of Article 90 or de- 
cision of the Conference under any other Article of this Charter shall be subject 
to review by the International Court of Justice through the means of a request 
by the Organization for an advisory opinion pursuant to the Statute of the Inter 
national Court of Justice The request for review of such resolution or decision 
shall be made by the Organization, in appropriate form, upon the instance of 
any substantially interested Member. 

3. The request for an advisory opinion shall be accompanied by a statement, 
to be furnished by the Organization in consultation with the Members substan 
tially interested, of the facts underlying the question upon which the opinion 
of the Court is requested. The Organization shall supply to the Court such fur 
ther information as the Court may require. 

1. Pending the delivery of the opinion of the International Court of Justice, 
the resolution or decision of the Conference shall have full force and effect ; 
/ ded that the Conference shall suspend the operation of any such resolution 
or decision pending the delivery of the opinion where in the view of the Con 


ference damage difficult to repair would otherwise be caused to a Member con 


cerned 


5. The opinion of the International Court of Justice upon the questions re- 
ferred to it shall be binding upon the Organization The resolution or decision 
n question shall be mod fied insofar as it does not accord with the opinion of the 
International Court of Justice. 


ARTICLE 92, MISCELLANEOUS PROVISIONS 


1. For the purposes of the interpretation of this Charter under the provisions 
of this Chapter, the English and French texts shall be authoritative 

2. Nothing in this Chapter shall be construed to exclude other procedures 
provided for in this Charter for consultation and settlement of differences arising 
out of its operation. 

3. The Members undertake that they will not have recourse to any procedure 
other than the procedures envisaged in this Charter for complaints and the 
settlement of difficulties arising out of its operation, nor, without prejudice to 
any other international agreement, to unilateral sanctions of any kind on the 
ground that there has been a violation of an obligation of this Charter, in advance 
of a complaint to the Organization and a final decision of the Organization 
establishing such violation 

t. The Conference and the Executive Board shall establish such rules of pro 
cedure as may be necessary to carry out the provisions of this Chapter. The rules 
of the Conference shall include provisions concerning the maintenance in force 
or suspension of any rulings of the Executive Board pending review by the 
Conference under paragraph 5 of Article 90. 


CHAPTER [X—GENERAL PROVISIONS 


ARTICLI 13. RELATIONS WITH NON-MEMBERS 
\/iernative A 


1. Nothing in this Chapter shall preclude any Member from concluding or 
maintaining commercial treaties or maintaining economic relations with non 
Members ; Provided that no Member shall seek preferential export or import duties 
or taxes or exclusive advantuges in its trade with any non-Member. 

2. If a substantial part of any Member’s foreign trade is with non-Members, 
such Member shall be entitled to suspend the application of any of the provisions 
of this Charter; Provided that their execution causes or threatens to cause a 
serious injury to its legitimate economic interests. 

3. Any Member shall afford the Organization and directly affected Members 
an adequate opportunity to consult with it in respect of its action and of the best 
way which would enable the Member concerned to safeguard its interests without 
prejudicing the general purposes and objectives of this Charter and the legitimate 
interests of the above-mentioned Members. 

If no adjustment can be effected, the Member concerned may withdraw from 
the Organization at any time by written notice addressed to the Director-General 
either on its own behalf or on behalf of a territory which is at the time self- 
governing in respect of matters provided for by this Charter, giving reasons 
therefor. This withdrawal shall become effective on the date such notice is 
received. The Director-General shall immediately notify all other Members, 
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ilternative B 


1. No Member shall seek exclusive or preferential advantages for its trade with 


any non-Member. 


» 


2. Any Member wishing to maintain or enter into a commercial agreement with 
a non-Member which extends or would extend to the non-Member any of the bene- 
fits of Chapter IV of this Charter or any of the tariff reductions effected by the 
Member concerned in pursuance of Article 17 of the Charter shall seek the ap- 
proval of the Organization for such a course; Provided that no Member shall be 
required to terminate any such existing agreement until it has received written 
notification from the Organization of its decision in respect of that agreement 
in accordance with the procedures laid down in this Article. 
In deciding whether it should grant approval in respect of the question re- 

ferred to in paragraph (2) of this Article, the Organization shall have regard 

» the following considerations: 

(a) whether or not the agreement concerned does or would substantially 
injure the interests of other Members; 

(b) whether or not the termination of an existing agreement of this nature 
would substantially injure the interests of the Member concerned: 





(c) whether or not the expansion of international trade and the promotion 
of the purposes of the Organization as laid down in this Charter would be 
adversely affected if the agreement were maintained or put into effect. 

1. A Member may apply to the Organization at any time for approval of any 
greement which it proposes to conclude with a non-Member and to which the 
provisions of paragraph 2 of this Article apply, but, in the case of any such agree- 
ment which exists at the date on which this Charter comes into force for that 
Member, application for approval under the provisions of paragraph 2 of this 

Article shall be made within a period of one vear from that date 
>. Within sixty days of its receipt of v ten notification of a decision by the 


Organization disapproving any agreement to which the provisions of paragraph 2 
of this Article apply, a Member either shall inform the Organization of its accept 
ance of the decision, in which case the Member shall take steps to terminate any 





such existing agreement and Shall not extend or continue to extend to the non- 
Member the benefits to Members deriving from the negotiations completed in 

ordance with Article 17 of this Charter, or. if it is unwilling to accept the 
decision of the Organization, may give notice in writing to the Director-General 


of its withdrawal from the Organization, such withdrawal 
sixty days after such notice is given. 

6. Nothing in this Article shall be interpreted as overriding any of the economic 
nrovisions in the treaties of peace between the Allied and Associated Powers and 
the States which were their enemies during the Second World War. 

7. For the purposes of this Article, the term “non-Member” shall 

ountry which, although qualified to become a Member, has not 
or has withdrawn from the Organization. 


to become effective 


mean a 
become a Member 


{lternative C 


1. No Member shall seek preferential advantages from any non-Member 
so as to result, directly or indirectly, in the application by such non-Member 
to any Member of measures which, if applied by a Member, would be inconsistent 
with the provisions of this Charter. 

2. No Member shall be a party to any agreement or other arrangement with 
any non-Member under which such non-Member is or would be contractually 
entitled to any of the benefits provided to Members by virtue of Chapter IV; 
Provided that, with respect to any such existing agreement, the Organization 
shall release any Member from the provisions of this paragraph if it finds that 
the effect of termination of the agreement would be more detrimental to the 
interests of Members as a whole than its continuation. 

3. No Member shall, except with the concurrence of the Organization, extend 
to the trade of any other country, which, although qualified to do so has not 
become a Member or has withdrawn from the Organization any of the reductions 
in tariffs effected by such Member pursuant to Article 17, or extend to such 
country any reduction in a preferential tariff rate, even though such reduction 
would be permitted under the terms of Articles 16 and 17. 

4. The provisions of paragraphs 2 and 3 of this Article shall become effective 
for any Member upon the expiration of one year from the day on which this 
Charter enters into force with respect to such Member; Provided that, this 
period may be extended by the Organization, in respect of the relations of any 
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Member with any non-Member, for such further periods as the Organizatio. 
may prescribe. At any time before the expiration of any such period, a Member 
may request the Organization in writing for such an extension, in which event 
the period will be considered to be extended until a reply is received from the 
Organization. If the Organization disapproves the extension requested, the 
Member shall then be free, not later than sixty days from the day on whic 
notice of such disapproval is received by the Member, to withdraw from the 
Organization effective upon the expiration of sixty days from the date on whicl 
written notice of such withdrawal is received by the Organization. 

5. At the earliest possible date after any provision of this Charter becomes 
effective, Members shall terminate, either by agreement or in accordance wit} 
their terms, any international obligations they may have with non-Members 
which would prevent them from giving full effect to such provision. 

6. Nothing in this Article shall be interpreted as requiring the withdrawa 
of any Member from membership in other intergovernmental organizations of 
the type described in Article 57 of the Charter of the United Nations or as over 
riding any of the economic provisions in the treaties of peace between the 
Allied and Associated Powers and the States which were their enemies during 
the Second World War. 


ARTICLE 94. GENERAL EXCEPTIONS 


Nothing in this Charter shall be construed 
(a) to require any Member to furnish any information the disclosure of 
which it considers contrary to its essential security interests, or 
(b) to prevent any Member from taking any action which it consid 
necessary for the protection of its essential security interests 
(i) relating to fissionable materials or the materials from whic! 
they are derived; 
(ii) relating to the traffic in arms, ammunition and implements 
war and to such traffic in other goods and materials as is carried o 
directly or indirectly for the purpose of supplying a military establis! 
ment; 
(iii) taken in time of war or other emergency in international r 
tions; or 
(c) to prevent any Member from taking any action in pursuance of 
obligations under the United Nations Charter for the maintenance of inter) 
tional peace and security. 


ARTICLE 95. AMENDMENTS 


1. Any amendment to this Charter which does not involve a change in 
obligations assumed by Members shall become effective upon receiving the 
proval of the Conference by the affirmative votes of two-thirds of the Membe1 

2. Any amendment to this Charter which involves a change in the obligation 
assumed by Members shall, after receiving the approval of the Conferenc 
become effective for each Member accepting the amendment, upon acceptance o1 
the part of two-thirds of the Members and thereafter for each remaining Membet 
on acceptance by it. The Conference may at any time determine that an 
amendment under this paragraph is of such a nature that all Members which have 
not accepted it within a period specified by the Conference shall be required | 
withdraw from the Organization; Provided that the Conference may, by th 
affirmative votes of two-thirds of the Members present and voting, determin: 
the conditions under which this requirement shall be waived with respect to any 
such Member. A Member not accepting an amendment shall be free to withdraw 
from the Organization upon the expiration of six months from the day on whic 
written notice of such withdrawal is received by the Director-General. 

3. The Conference shall, by the affirmative votes of two-thirds of the Members 
adopt rules of procedure for carrying out the provisions of this Article. 


ARTICLE 96. REVIEW OF THE CHARTER 


The Conference shall convene a special session for the purpose of reviewing 
the provisions of this Charter before the end of the tenth yeur after its entry) 
into force. 


ARTICLE 97. WITHDRAWAL AND TERMINATION 


1. Without prejudice to the provisions of paragraph 2 of Article 17, paragraph 
4 of Article 90, or paragraph 2 of Article 95, any Member may withdraw from 
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the Organization either on its own behalf or on behalf of a separate customs 
territory on behalf of which it has accepted this Charter in accordance with 
the provisions of Article 99 at any time after the expiration of three years 
from the day of the entry into force of this Charter, by written notice addressed 
to the Director-General. The Director-General shall immediately notify all 
other Members. 

2. A withdrawal under paragraph 1 of this Article shall take effect upon the 
expiration of six months from the day on which written notice of such with 
drawal is received by the Director-General. 

3. This Charter may be terminated at any time by agreement of three-fourths 
of the Members. 


ARTICLE 98. ENTRY INTO FORCE AND REGISTRATION 


1. The Government of each State accepting this Charter shall deposit an 
instrument of acceptance with the Secretary-General of the United Nations, 
who will inform all governments represented at the United Nations Conference 
on Trade and Employment and all Members of the United Nations not so repre 
sented, of the date of deposit of each instrument of acceptance and of the day 
on which this Charter enters into force. 

2. This Charter shall enter into force on the sixtieth day following the day 
on which the number of governments represented at the United Nations Con- 
ference on Trade and Employment which have deposited instruments of 
acceptance pursuant to paragraph 1 of this Article shall reach twenty, and the 
instrument of acceptance of each other accepting government shall take effect 
on the sixtieth day following the day on which it is deposited; Provided that, 
if this Charter shall not have entered into force by 194__, any 
of the governments applying the General Agreement on Tariffs and Trade dated 

ee _. 194__, together with any other governments represented at the 
United Nations Conference on Trade and Employment, may, upon conditions to 
be agreed between them, bring this Charter into force. Any instrument of 
acceptance deposited with the Secretary-General of the United Nations shall 
be taken as covering both procedures for bringing this Charter into force, unless 
t expressly provides to the contrary or is withdrawn before the entry into fore 
of this Charter. 


3. The United Nations is authorized to effect registration of this Charter 
soon As if ymmes into force 
ARTIC 99 rERRITORIAI APPLICATI( 
1. Each government accepting this Charter doe 30 in respect of its metropol 


itan territory and of the other territories for which it has international respon 


sibility ; Provided that it may at the time of acceptance declare that any separate 
customs territory for which it has international responsibility possesses full 
autonomy in the conduct of its external commercial relations and of the other 
matters provided for by this Charter, and that acceptance does not relate to 
such territory. 

2. Each Member may, at any time, accept this Charter in accordance with 
paragraph 1 of Article 9S on behalf of any separate customs territory referred 
to in the proviso of paragraph 1 of this Article, which is willing to undertake 
the obligations of this Charter 

Each Member shall take such reasonable measures as may be available 
to it to assure observance of the provisions of this Charter by the regional and 
local governments and authorities within its territory. 


ARTICLE 100. DEPOSIT OF TEXTS 


The original texts of this Charter in the official languages of the United Na 
tions shall be deposited with the Secretary-General of the United Nations, who 
will furnish certified copies of the texts to all interested governments. 

Done at — istcc Chie x _.. day of __._....._.. One Thousand Nine Hun- 
dred and Forty —_-- 

COMMENTS 


CHAPTER III 
Wherever the term “industrial and general economic development” or the term 


“economic development” is used in this Chapter, it is intended also to include 
“reconstruction”’. 
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ARTICLE 12 


The Delegation of Czechoslovakia reserved its position. 

The Delegation of New Zealand entered a formal reservation pending further 
consideration. 

The Delegation of Norway deferred for the time being its decision on the ground 
that it had not had sufficient time to study this Article. 

Paragraph 3 of Article 12 (Drafting Committee Report, New York) was deleted 
on the ground that this subject was already covered by the provisions of Article 
S9. In this connection, without prejudice to the usual practice and procedure 
under the general principles of international law, it was agreed that deletion of 
paragraph 3 would carry no implication that a Member could not, as under other 
parts of the Charter, present u complaint to the Organization arising out of a 
violation of Articles 11 or 12 and affecting the interests of a national of such 
Member. 


Paragt aph 2 


The word “just” in paragraph 2 (@) (iv) and 2 (0) of Article 12 covers all 


aspects of the payment of consideration or compensation, including adequacy 
ind time of payment, from the point of view both of the payer and of the receiver, 
and makes it clear that olupensation would not be payable where, because of a 
violation of a law in foree, property has been forfeited or taken under public 
management or occupation whether by executive action in accordance with pre- 
existing law or as a penalty under judicial procedure. 

The provisions of paragraphs 2 (@) (iv) and 2 (0) are not applicable when the 
measures of transfer of ownership have been effected pursuant to the terms of a 
treaty of peace or in conformity with other international agreements related to 
the conclusion of the war 

The Belgian Delegation wishes to have it recorded that, even though the word 
“prior” has not been included in the text, its interpretation of just consideration 
or compensation would include the idea that the amount of consideration or 
compensation to be paid should be fixed “prior” to the property being taken into 
public ownership or placed under public management or occupation. 


A Member’s obligation to ensure the payment of just consideration or just com- 
pensation to a foreign national (insofar as it is an obligation to make payment in 
currency) is essentially an obligation to make payment in the local currency of 
that Member. The extent to which transfers of such payment into other curren 
cies are to be allowed is for determination by the Member government in accord 
ance with its general foreign exchange policy maintained consistently with the 
Articles of Agreement of the International Monetary Fund or with a special 
exchange agreement executed by that Member pursuant to Article 24 of the 
Chapter. This shall not prevent a country taking action to give effect to any 
greater obligations in respect of such transfers as it may have accepted in an 
international agreement, provided that such action is consistent with its obliga- 
tions under the Charter and under the Articles of Agreement of the Interna- 
tional Monetary Fund. A Member would not, however, be fulfilling its obligation 
to ensure the payment of just consideration or just compensation if it restricted 
the transferability of such payments to a greater extent than required by its 
general foreign exchange policy as conditioned by the preceding sentence. In 
this connection, attention is invited to paragraph (i) of Article XIX of the Arti- 
cles of Agreement of the International Monetary Fund. 


ARTICLE 13 


The Delegation of China reserved its position but indicated that it was prepared 
to recommend the text of this Article to its Government for further consideration 
without committing its Government and while reserving the right to request 
re-examination of this Article at the World Conference. 

The Delegation of India reserved its position on this Article and the whole 
subject of quantitative restrictions for protective purposes while stating that it 
had reported the text of this Article to its Government and would make a further 
statement in this connection upon receipt of instructions from its Government. 

The Delegation of Lebanon reserved its position pending the World Confer- 
ence. 


ARTICLE 14 


The Delegation of Lebanon reserved its position pending the World Confer- 
ence. 
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Paragraph 1 (b) and (c) 
The general signature referred to in sub-paragraphs (0) and (c) above is the 
signature contemplated at the conclusion of the World Conference. 


Paragraph 1 (ce) 

The United States Delegation wishes to have it recorded that it assumes that 
sub-paragraph (c) is to be interpreted as permitting Members so notified ef 
fectively to question the nature and extent of such measures before the ad 
herence of the Member proposing to maintain them becomes effective. 


ARTICLE 15 


The Delegation of Brazil entered a reservation pending a decision on the 
question of voting requirements under this Article. 

The Delegation of Chile reserved its position both with respect to the principle 
of prior approval and with respect to the voting requirements of a two-thirds 
majority if the latter is decided upon 


ARTICLI 16 


The following kinds of customs action, taken in accordance with established 
uniform procedures, would not be contrary to a general binding of margins of 
preference : 

(i) the re-application to an imported product of a tariff classification or 
rate of duty, properly applicable to such product, in cases in which the 
application of such classification or rate to such product was temporarily 
suspended or inoperative on 10 April 1947; and 

(ii) the application to a particular commodity of a tariff item other than 
that which was actually applied to importations of that commodity on 1 
April 1947, in cases in which the tariff law clear] 
commodity may be classified under more than one 

The Delegations of Chile and Lebanon reserved their 


ion on this Article 








( é I preferences ac 

orde by differential internal tf é 

Ee 17 

h ous of this Article do not prevent Members from concluding new, 
mai ng existing, bilater tariff agreements which are not incorporated 
in th al Agreement on Tariffs ( Trade, provided that such agreements 
are consistent with the re! nt principles of Article 17 and that the concessions 
made by a Member under such agreements are ge ralized to all members in 


accordance with Article 16. 
The Cuban Delegation reserved its position 


Paragraph 1 

The undertaking to negotiate regarding preferences necessarily implies that 
prior international commitments to grant particular preferences will not be 
permitted to frustrate the undertaking to negotiate. For this reason the pro 
visions of sub-paragraph 1 (@) of the New York draft have been omitted from 
the Charter as being implicit. 

Obviously any agreement reached affecting preferences provided for in any 
prior commitment would require, in order to be implemented, such change in 
the latter as might be necessary to give effect to the agreement. This change 
would either have to be agreed between the parties to the prior commitment or, 
if they could not agree, the party wishing to make the change, in order to pro 
ceed, would have to terminate the prior commitment in accordance with its terms 


ARTICLE 18 
The Delegation of Norway reser\ ed its positior on this Article 


Paragraph 1 
The Delegation of China reserved its position provisionally and proposed the 
deletion of the second and third sentences. 
The Delegation of Chile reserved its position on the second and third sentence 
The Delegation of Cuba reserved its position and proposed a hew paragr 











670 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


permitting the exemption of domestic products from internal taxes for develop- 
ment purposes 
Paragraph 3 

Phe Chilean Delegation reserved its position. 


Paragraph 4 
The New Zealand Delegation reserved its position on sub-paragraph (0b) pend 
y further consideration. 


in 


Paragraph 5 
The Delegation of China reserved its position provisionally and proposed to 
delete the words “or use in the production of goods for sale”. 


ARTICLE 19 
The Delegation of the United Kingdom reserved its position for the time being. 
ARTICLE 20 


Phe Cuban Delegation reserved its position in view of the rejection of its 
proposal for excepting restrictions up to 50% of domestic consumption for pro- 
moting the maintenance, development or reconstruction of an industry. 

Che Chinese and Lebanese Delegations reserved their position in respect of 
the proposal by the Chinese Delegation to add a sub-paragraph 2 (d) providing 
a procedure for releasing a Member, without the prior approval of the Organiza 
tion, from the obligation to refrain from import restrictions when the industry 
n question is of vital importance. 

Paragraph 2 (c) 

Che Chilean Delegation reserved its position 

The term “in any form” in this paragraph covers the same products when 
in an early stage of processing and still perishable, which compete directly with 
the fresh product and if freely imported would tend to make the restriction on 
the fresh product ineffective. 


Paragraph 2, last sub-paragraph 
The term “special factors” includes changes in relatively productive efficiency 
as between domestic and foreign producers, or as between different foreign pro- 
ducers, but not changes artificially brought about by means not permitted under 
the Charter. 
ARTICLE 21 


The Belgian Delegation reserved its position pending examination of the 
Charter as a whole by the Belgian Government. 


Paragraph 2 

The Australian Delegation recorded a reservation against the text of para- 
graph 2 (b) on the ground that the present language does not accurately express 
the intended meaning. 

Paragraph 8 (b) (4) 

The phrase “notwithstanding the provisions of paragraph 2 of this Article” 
has been included in the text to make it quite clear that a Member’s import re- 
strictions otherwise “necessary” within the meaning of sub-paragraph 2 (a) 
shall not be considered unnecessary on the ground that a change in domestic pol- 
icies as referred to in the text could improve a Member's monetary reserve posi- 
tion. The phrase is not intended to suggest that the provisions of paragraph 2 
are affected in any other way. 


ARTICLE 22 


Paragraph 2, sub-paragraph (da) 

The Preparatory Committee omitted the phrase establishing “commercial con- 
siderations” as a rule for the allocation of quotas, because it was considered 
that its application by governmental authorities might not always be practicable. 
Moreover, in cases where it was practicable, a Member could apply this consider- 
ation in the process of seeking agreement, consistently with the general rule 
laid down in the opening sentence of paragraph 2. 
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aph 8, sub-paragraphs (b) and (c) 

e Czechoslovak Delegation reserved its position on the requirement of public 
ice in sub-paragraphs (b) and (c). The Czechoslovak Delegation, while not 
pposed to the principle of public notice, cannot accept it as an immediate obli- 
on, as long as the countries with whom Czechoslovakia has been conducting 
e major part of her foreign trade are not following a similar procedure. The 
ization of giving public notice of global quotas and of the allocation of shares 
in the particular situation of Czechoslovakia, too rigid a rule and, unless 
ictised generally, liable to have a harmful effect upon the expansion of foreign 
de in general, and the economic interests of Czechoslovakia in particular. In 
view of the Czechoslovak Delegation it should be sufficient to supply full 
formation to Members substantially interested in the exportation of the 

espective commodity. 


‘aragraph 4 


See note relating to “special factors” in connection with the last sub-paragraph 
paragraph 2 of Article 20. 


ARTICLE 23 





The Delegations of Czechoslovakia, Chile and Norway recorded a reservation. 
‘he Belgian Delegation reserved its position pending examination of the 
irter as a whole by the Belgian Government. 


agraph 3 

‘he Preparatory Committee considered the question of whether it was neces- 
sury to Inake express reference in pargraph 3 of Article 23 to the need of the 
Organization to consult with the International Monetary Fund. It concluded 

it no such reference was necessary since such consultation in all appropriate 

ses Was already required by virtue of the provisions of paragraph 2 of Article 24. 


agraph 5 (bd) 
‘he Brazilian Delegation has recorded a reservation. 


ARTICLE 24 


The Belgian Delegation reserved its position pending examination of the Char- 
er as a whole by the Belgian Government. 


> 


Paragraph 2 
The Australian Delegation recorded a reservation against this text, proposing 
the following formulation of the last sentence: 

“The Organization, in reaching its final decision in cases involving the 
criteria set forth in paragraph 2 (a) of Article 21 shall give special weight 
to the opinions of the International Monetary Fund as to what consti- 
tutes . . . in consultation in such cases” 

n the ground that since the Organization has a responsibility for action under 
Article 21, it should also retain the right of final decision as to whether the 
criteria of paragraph 2 (a@) have been met. 

The New Zealand Delegation also recorded a reservation on the last sentence 
if paragraph 2. 
Paragraph 4 

The word “frustrate” is intended to indicate, for example, that infringements 
iv exchange action of the letter of any Article of this Charter shall not be regarded 
is offending against that Article if, in practice, there is no appreciable depar- 
ture from the intent of the Article. Thus a Member which, as part of its 
exchange control, operated in accordance with the Articles of Agreement of the 
International Monetary Fund, required payment to be received for its exports 

it sown currency or in the currency of one or more members of the Interna- 
tional Monetary Fund would not thereby be deemed to be offending against 
\rticle 20 or Article 22. Another example would be that of a Member which 
specified on an import license the country from which the goods might be im- 
orted for the purpose not of introducing any additional element of discrimina 
tion in its import licenses but of enforcing permissible exchange controls 


ARTICLE 26 


The Cuban Delegation reserved its position. 
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ARTICLE 27 
Paragraph 8 
The United States Delegation reserved its position on paragraph 3 of Article 27 
and on Article 28. 
ARTICLE 30 


Paragraph 1 


The operations of Marketing Boards, which are established by Members and 
are engaged in purchasing or selling, are subject to the provisions of sub-para 
graphs (a) and (b). 

The activities of Marketing Boards which are established by Members and 
which do not purchase or sell but lay down regulations covering private trade are 
governed by the relevant Articles of this Charter. 

The charging by a State enterprise of different prices for its sales of a product 
in different markets is not precluded by the provisions of this Article, provided 
that such different prices are charged for commercial reasons, to meet conditions 
of supply and demand in export markets. 

Sub-paragraph 1 (a) 


Governmental measures imposed to ensure standards of quality and efficiency 
in the execution of external trade, or privileges granted for the exploitation of 
national natural resources but which do not empower the government to exer 
cise control over the trading activities of the enterprise in question, do not consti 
tute “exclusive or special privileges”. The Belgian Delegation reserved its posi 
tion on this note. 

Sub-paragraph 1 (b) 


A country receiving a “tied Joan” is free to take this loan into account as 
“commercial consideration” when purchasing requirements abroad. 


a 


Paragraph 2 


The term “goods” is limited to products as understood in commercial practice, 
and is not intended to include the purchase or sale of services. 


ARTICLE 31 


The Preparatory Committee delted Article 33, as given in the Report of the 
First Session, 

In revising the text of Article 32 (now Article 31), of the New York draft, the 
Preparatory Committee aimed at producing a text sufficiently flexible to permit 
any appropriate negotiations with a Member which maintains a complete or sub 
stantially complete monopoly of its external trade. However, since no repre 
sentative of such a country attended the sessions of the Preparatory Committee, 
the question whether the present Article 31 provides an adequate basis for par 
ticipation by such a country in the rights and obligations of the Charter remains 
open for discussion at the World Conference. 

Arising out of a proposal by the New Zealand Delegation to make an addition 
to the previous text of Article 33, the Preparatory Committee considered the 
special problems that might be created for Members which, as a result of their 
programmes of full employment, maintenance of high and rising levels of demand 
and economic development, find themselves faced with a high level of demand 
for imports, and in consequence maintain quantitative regulation of their foreign 
trade. In the opinion of the Preparatory Committee the present text of Artiele 
21, together with the provision for export controls in certain parts of the Charter, 
e.g. in Article 43, fully meet the position of these economies. 

The Delegation of New Zealand reserved the position of its Government on 
this question. 

Paragraph 3 

If the maximum import duty is not bound by negotiations according to sub- 
paragraph 2 (a) the Member is free to change at any time the declared maxi- 
mum import duty, provided such change is made public or notified to the Organ- 
ization. 


Pai agraph i 


With reference to the second proviso, the method and degree of adjustment to 
be permitted in the case of a primary product that is the subject of a domestic 
price stabilization arrangement should normally be a matter for agreement at the 
time of the negotiations under sub-paragraph (a) of paragraph 2. 











e@ 2] 


and 
ara 


and 
are 


luct 
ded 


ONS 


ney 
1 of 
rer 


OS] 


ice, 


the 


‘he 
nit 
ab 
re 
ee, 
ar 
ins 


on 

he 
eir 
nd 
nd 
gn 
ele 
er, 


on 


ib- 
ci- 


to 
‘ic 
he 


STOCKPILING STRATEGIC AND CRITICAL MATERIALS 67: 


ARTICLE 32 


Che Chilean Delegation maintained, for the time being, the view that Article 
should be confined to goods only, in which case the words “and also vessels and 


ther means of transport’ in paragraph 1 should be deleted, and in consequence 
eserved its position. 


Paragraph 6 
With regard to transport charges, the principle of paragraph 5 refers to like 
duets being transported on the same route under like conditions. 


ARTICLE 33 


rhe Delegations of Cuba and Lebanon would have preferred to introduce the 
Article by an express statement of condemnation of dumping. 
wraph 1 
Hidden dumping by associated houses (that is, the sale by the importers at a 
ce below that corresponding to the price invoiced by the exporter with which 
e importer is associated, and also below the price in the exporting country) 
mstitutes a form of price dumping. 


) 


P ragraph 
Multiple currency practices may in certain circumstances constitute a subsidy 


» exports which can be met by countervailing duties under paragraph 2 or may 

ustitute a form of dumping by means of a partial depreciation of a country’s 
urrency which can be met by action under paragraph 1 of this Article. By 
multiple currency practices” is meant practices by governments or sanctioned 
by governments. 
Paragraph 5 

The Delegations of Belgium-Luxemburg, Czechoslovakia, France and the 
Netherlands expressed the fear that abuses might be committed under cover of 
the provisions of paragraph 5 regarding the threat of injury, of which a State 
might take advantage on the pretext that it intended to establish some new 
domestic industry in the more or less distant future. It is considered, however, 
that, if such abuses were committed, the general provisions of the Charter 
would be adequate to deal with them 


Paragraph 6 

Che addition of this paragraph was opposed by the Delegations of China and 
India 

The obligations set forth in paragraph 6 are, as in the case of all other obliga- 
tions under Chapter IV, subject to the provisions of Article 40. 


ARTICLE 34 
Paragraph 2 

The Preparatory Committee considered the desirability of replacing the words 
“at the earliest practicable date” by a definite date or, alternatively, by a pro- 
vision for a specified limited period to be fixed later. The Committee appreciated 
that it would not be possible for all Members to give effect to these principles by 
a fixed time, but it was nevertheless understood that a majority of the Members 
would give effect to them at the time the Charter enters into force. 

Paragraph 3 

It would be in conformity with Article 34 to presume that “actual value” may 
be represented by the invoice price, plus any non-included charges for legitimate 
costs which are proper elements of “actual value” and plus any abnormal dis- 
count or other reduction from the ordinary competitive price. 

It would be in conformity with Aritcle 34, 3 (6), for a Member to construe 
the phrase “in the ordinary course of trade”, read in conjunction with “under 
fully competitive conditions’, as excluding any transaction wherein the buyer 
and seller are not independent of each other and price is not the sole considera 
tion. 

The prescribed standard of “fully competitive conditions” permits Members 
to exclude from consideration distributors’ prices which involved special dis- 
counts limited to exclusive agents. 

The wording of (a) and (6) permits a Member to assess duty uniformly either 

1) on the basis of a particular exporter’s prices of the imported merchandise, or 
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(2) on the basis of the general price level of like merchandise. 
The Delegation of Chile reserved its position for the time being 


ARTICLE 35 
Paragraph § 

While Article 35 does not cover the use of multiple rates of exchange as sucl 
paragraphs 1 and 5 condemn the use of exchange taxes or fees as a device for 
implementing multiple currency practices ; if, however, a Member is using multi 
ple currency exchange fees for balance of payments reasons with the approval 
of the International Monetary Fund, the provisions of paragraph 2 fully safe 
guard its position since that paragraph merely requires that the fees be elimi 
nated at the earliest practicable date. 


ARTICLE 36 
Paragraph 7 
The Delegation of Chile reserved its position. 
ARTICLE 39 
The Delegation of Lebanon reserved its position. 
ARTICLE 42 
Paragraph 4 of the text of the former Article 38S proposed by the New York 
Drafting Committee has been deleted since the subject dealt with therein is 


covered by the new Article 15 and by Article 74. The Delegation of Chile 
favoured its retention pending the World Conference. 


ARTICLE 4: 


The Delegation of India maintained its suggestion that a Member should be 
allowed temporarily to discriminate against the trade of another Member when 
this is the only effective measure open to it to retaliate against discrimination 
practised by that Member in matters outside the purview of the Organization, 
pending a settlement of the issue through the United Nations. 

Paragraph I 

The Delegation of Norway re-stated its view that the taxation and the price 
policy of Norway’s State liquor and wine monopoly was covered by sub-pura 
graphs (a) and (0b). 

Sub-paragraph I (9g) 

The Australian Delegation reserved its position. 
Paragraph II 

The Norwegian Delegation, referring to sub-paragraph (b), stated that provi 
sions relating to permanent price regulation ought to be included in the Charter 


ARTICLE 44 
The Norwegian Delegation reserved its final position. 
ARTICLE 50 


The Norwegian Delegation reserved its final position, in view of the fact 
that the Intergovernmental Maritime Consultative Commission would have a 
meeting in November 1947, and only after the results of that meeting were 
known would it be possible for the Norwegian Government to define its final 
attitude to this Article. The French Delegation adhered to the reservation of 
the Norwegian Delegation. 


ARTICLE 52 


Reference to the need to adopt “special treatment of the international trade 
in such commodiies” merely means that international trade is the aspect of a 
particular commodity problem directly appropriate for international treatment 
Agreement regarding the treatment of the international trade in a commodity 


might, of course, involve agreement regarding production or consumption of 
the commodity. 
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ARTICLE 54 


Inter-governmental commodity agreements approved by the Food and Agricul 
ture Organization for the distribution of basic foods at special prices are per 
mitted under this draft Charter and are considered to be covered by para 
graph (e) 


ARTICLE 60 


rhe term “reasonable” as applying to prices in sub-paragraph (@) is to be in 
erpreted as in Article 54 (C). 

Under sub-paragraph (0): 

(i) there shall be no more than two groups of countries within an agree 
ment, and the principle of “equal voice” in substantive matters shall apply 
as between them ; 

(ii) countries which are large producers and consumers of the commodity 
concerned, but which are not large exporters or importers, shall have an 
appropriate voice. 

It is recommended that any difference on voting arrangements which cannot 
e settled in a commodity conference should be dealt with in the same manner as 
iid down in Article 68 for the settlement of differences concerning commodity 

trol agreements. 


ARTICLE 68 


The Preparatory Committee considered a suggestion to add to Article 68 pro 
ions regarding the effect of suspension of, or expulsion from, membership in 


the United Nations upon membership in the Organizatior It was agreed that, 
view of the complexity of the issues involved and the late stage at which the 
suggestion was made, this question should be deferred until the World Trade Con 


ference by which time governments would have been able to study it fully. 
raragraph 3 

Che Delegation of France found itself able to accept this paragraph only o 
the condition that it could not be applied to Germany, a part of Germany or 

Occupation Zone in Germany 

Obviously the rights and obligations of any separate customs territory of the 
type referred to in paragraph 3 which did not become a full Member as a result 
of decisions taken at the World Trade Conference and which applies under para 
graph 3 of this Article for admission to the Organization, will have to be deter 
mined by the Conference of the Organization when the application is made, and 
the final draft of the Charter must so provide. 


Paragraph 4 
See second footnote to paragraph 3 of Article 68. 


ARTICLE 69 
Paragraph (€) (4) 

The deletion of the mention of specific classes of such nationals and enterprises 
should not be taken as indicating that these classes are not covered in the above 
broad language. Thus such language would cover treatment of, for example, 
commercial travellers, and foreign creditors in bankruptcy, insolvency or 
reorganization. 

ARTICLE 72 


See the proposals for weighted voting given in the Appendix 
*The Articles to be mentioned would be determined by the World Conference 
ARTICLE 74 

Paragraph 3 

The Delegation of Chile reserved its position regarding the first sentence inso 
far as it relates to Article 15. 
Paragraph 6 

The Delegation of Canada reserved its position on the provise 








676 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


ARTICLE 75 
Paragraph 1 (a) 

If the Customs Union of Belgium, Luxemburg and the Netherlands as such 
should not desire to appoint a representative on the Board, Luxemburg would 
fall under paragraph 1 (d) of this Article. 

The Preparatory Committee was not able to examine fully the conception of 
giving membership in the Board to customs unions. This matter should be 
considered more thoroughly by the Worid Conference. 


Sub-paragraph 5 (a) 


See the second note to paragraph 1 of Alternative A 


CHAPTER VIII 


The Preparatory Committe points out that a limited time has heen devoted to 
the study of the means of providing for interpretation of the Charter and fo. 
the settlement of differences among Members and between Members and the 
Organization. Therefore the Preparatory Committee recommends that this 
subject should receive early and full re-examination by the World Trade Confer 
ence and the drafts contained in this Report have been prepared on the assuinp 
tion that this course will be followed. 


ARTICLE 90 
Paragraph 2 


The Delegation of the United Kingdom reserved its position on this paragraph. 


ARTICLE 91 


Paragraph 


The Delegation of Australia reserved its position on this paragraph. 
ARTICLE 93 


The Preparatory Committee transmits these three texts to the World Confer- 
ence, without expressing at his stage any judgment concerning the merits of one 
proposal as against another, in order to assist the World Conference in deter- 
mining, in the light of all relevant circumstances, the text to be incorporated in 
the Charter governing relations with non-Members. 

Some question was raised as to the status of a Member of the United Nations 
if it should fail to become a Member of the Organization and to the status of a 


country not eligible for membership in the Organization. The World Confer 
ence nay Wish to seek expert opinion as to whether, under these circumstances, 
any of the drafts would be in conflict with the obligations of Members of the 


United Nations. 

In this connection the Preparatory Committee calls the attention of the World 

Conference to the definition of a ‘“‘non-Member” in paragraph 7 of Atlernative “B” 
and to the words “although qualified to do so” in paragraph 38 of Alternative 
©” which would exc!ude from the scope of all or some of the provisions of the 
Article non-Member countries which were not qualified for Membership. The 
World Conference may wish to consider whether these particular passages should 
be retained or deleted in the light of the resolution regarding Spain which the 
General Assembly adopted on 12 December 1946. 


ANNEXES PERTAINING TO PARAGRAPH 2 OF ARTICLE 16 
ANNEX A. List oF TERRITORIES REFERRED TO IN PARAGRAPH 2 (a) OF ARTICLE 16 


United Kingdom of Great Britain and Northern Ireland. 

Dependent territories of the United Kingdom of Great Britain and Northern 
Ireland. 

Canada. 

Commonwealth of Australia. 

Dependent territories of the Commonwealth of Australia. 

New Zealand. 

Dependent territories of New Zealand. 

Union of South Africa including South West Africa. 

Ireland. 
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India (as at 10 April 1947). 
Newfoundland. 

Southern Rhodesia. 

Burma. 

Ceylon. 


Certain of the territories listed above have two or more preferential rates in 
force for certain products. Any such territory may, by agreement with the 
other Members which are principal suppliers of such products at the most- 
favoured-nation rate, subtsitute for such preferential rates a single preferential 
rate which shall not on the whole be less favourable to suppliers at the most 
favoured-nation rate than the preferences in force prior to such substitution. 

The imposition of a margin of tariff preference to replace a margin of prefer- 
ence in an internal tax existing on 10 April 1947 exclusively between two or more 
of the territories listed in this Annex or to replace the preferential quantitative 
arrangements described in the following paragraph shall not be deemed to con 
stitute an increase in a margin of tariff preference. 

The preferential arrangements referred to in paragraph 5 (b) of Article 23 
are those existing in the United Kingdom on 10 April 1947, under contractual 
agreements with the Governments of Canada, Australia and New Zealand, in 
respect of chilled and frozen beef and veal, frozen mutton and lamb, chilled and 
frozen pork, and bacon [and hams] It is the intention, without prejudice to 
any action taken under sub-paragraph (hk) of Part I of Article 43, that these 
arrangements shall be eliminated or replaced by tariff preferences, and that 
negotiations to this end shall take place as soon as practicable among the 

untries substantially concerned or involved. 

Che film hire tax in force in New Zealand on 10 April 1947 shall, for the pur 

ise of this Charter, be treated as a customs duty falling within Articles 16 and 

7. The renters’ film quota in force in New Zealand on 10 April 1947, shall for 
the purposes of this Charter be treated as a screen quota falling within Article 19 


LN? B. Lis oF TERRITORIES O FRENCH UNION REFERRED TO IN PARAGRA 
2 (b) OF ARTICLE 16 
France, 

ch Equatorial Africa (Treaty Basin of the Congo* and other territories) 
French West Africa. 
Cameroons under French Mandate.* 
French Somali Coast and Dependencies. 

( Establishments in India 
French Establishments in Oceania 

Establishments in the Condominium of the New Hebrides.* 


Guadeloupe and Dependencies. 
French Guiana. 

Indo-China. 

Madagascar and Dependencies. 
Morroceo (French zone).* 
Martinique. 

New Caledonia and Dependencies 
Reunion. 

Saint-Pierre and Miquelon 
Togo under French Mandate.* 
Tunisia. 


ANNEX C, List OF TERRITORIES OF THE CUSTOMS UNION oF BELGIUM, LUXEMBURG 
AND THE NETHERLANDS REFERRED TO IN PARAGRAPH 2 (0b) oF ARTICLE 16 


The Economie Union of Belgium and Luxemburg. 
Belgian Congo. 
Ruanda Urundi. 
The Netherlands. 
Netherlands Indies. 
Surinam. 
Curacao. 
For imports into the metropolitan territories of the Customs Union. 





5 name Delegation of Brazil has recorded a reservation on Article 23, paragraph 
*For imports into Metropolitan France. 
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ANNEX D. List or TERRITORIES OF THE UNITED STATES OF AMERICA REFERRED TO 
IN PARAGRAPH 2 (Db) oF ARTICLE 16 


y United States >f America (customs territory). 
Dependent territories of the United States of America. 
Republic of the Philippines. 

The imposition of a margin of tariff preference to replace a margin of pref 
erence in an internal tax existing on 10 April 1947, exclusively between two or 
more of the territories listed in this Annex, shall not be deemed to constitute 
an increase in a margin of tariff preference 


ANNEX FE. List Or ‘TERRITORIES COVERED BY PREFERENTIAL ARRANGEMENTS 
BETWEEN CHILI AND NEIGHBORING COUNTRIES REFERRED TO IN PARAGRAPH 


2 (d) oF ARTICLE 16 


Preferences in force exclusively between on the one hand, 
Chile 
and, on the other hand, 
1. Argentina 
2. Bolivia 
3. Peru, 
respectively. 


ANNEX F. List or TErrItortIES COVERED BY PREFERENTIAL ARRANGEMENTS 
BETWEEN THE SyYrRO-LEBANESE CUSTOMS UNION AND NEIGHBOURING COUNTRIES 
REFERRED TO IN PARAGRAPH 2 (d) OF ARTICLE 16 


Preferences in force exclusively between, on the one hand, 
The Syro-Lebanese Customs Union 
and, on the other hand, 
1. Palestine 
2. Transjordan, 
respectively. 


APPENDIX 


1. The following formulae for determining the number of votes to be allocated 
to each Member were proposed, each by one delegation. 


FORMULA A 


(a) 1 vote for every 10 millions of population. 

(b) 1 vote for every 50 million U.S. dollars of external trade. 

(c) 1 vote for every 500 million U. S. dollars of national income. 

(d@) 1 vote for every 10% of the percentage of external trade to national 
income. 

(e) 100 basic votes. 


FORMULA B 


(a) 1 vote for every 50 million U. 8. dollars of foreign trade. 

(b>) 1 vote for every 500 million U. S. dollars of national income. 

(c) 1 vote for every 25 U.S. dollars of foreign trade per capita. 

(d) 10 basic votes. 

2. For the purposes of the initial allocation of votes, the factors (b), (c) and 
(d@) in Formula A and (a), (0) and (c) in Formula B shall be calculated on the 
average of the last three pre-war calendar years in which the Member was in 
a position to conduct normal trade and the full calendar year preceding the 
entry into force of the Charter. The succeeding calculations of these factors 
to be made at the time of the periodic review provided for in paragraph 9 of 
Article 75 (using Alternative A of that Article) shall be based on the average of 
the three immediately preceding calendar years. 

3. The delegations who proposed the formulae set out above submitted the 
following tables showing the results of their application. The statistical 
material used in these tables was the best available to these delegations at the 
Second Session. More accurate material will be supplied to the World Con- 
ference by the statistical services of the United Nations. 
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PART ILI—ENCLOSURES 


ENCLOSURE 1. ExTRACTS FroM THE INTERIM KEPORT OF THE SECOND SESSION TO THE 
FIFTH SESSION OF THE ECONOMIC AND SOCIAL COUNCIL (9 JULY 1947) 


RECOMMENDATIONS OF THE PREPARATORY COMMITTEE 


1. Annotated Draft Agenda and Conwention for the Conference on Trade and 
Employment 
The Preparatory Committee adopted the topics suggested by the Economic and 
Social Council in its resolution as the substance of its agenda for the preparation 
of the draft Charter for an International Trade Organization. As at present 
drafted the Charter includes chapters under the following headings: 
Employment and Economic Activity, 
Economic Development, 
General Commercial Policy, 
Restrictive Business Practices, 
Inter-governmental Commodity Arrangements, 


together with provisions relating to organization, membership and other miscel- 
laneous matters. 

The Preparatory Committee recommends that these headings should be 
adopted by the Conference on Trade and Employment as the substance of its 
agenda and that the relevant chapters of the draft Charter should be taken as 
the principal working-paper under each heading. As additional annotations to 


the agenda there will also be available the Reports of the First and Second 
Sessions of the Preparatory Committee and of the Drafting Committee. The 
three Reports will indicate to e World Conference the development of the 





discussions leading to the text of the draft Charter submitted by the Preparatory 
Committee. 
2, Date and Place of the Conference on Trade and Employment 


In arriving at a recommendation as to the date on which the Conference should 


be convened the Preparatory Committee has been much impressed with the 
desirability of holding the Conference as soon as possible after the termination 
of the work of the Preparatory Committee. It was felt by the Committee that 
the impetus achieved in the preparation for an International Trade Organization 
should be maintained, and that any substantial delay would have the effect of 
postponing for a considerable period the coming into force of the Charter and 
the establishment of the Organization. On the other hand, the Preparatory 
Committee has given consideration to the need for providing a reasonable interval 
between the end of the current session of the Committee a he convening of 
the World Conference in order to provide as much time as possible for Govern- 
ments which did not participate in the Preparatory Committee to study the work 


of the Second Session. In this connection the Preparat ee 
account of the fact that the full reports of the First and of the Drafting 
Committee have been in the hands of all Members United Nations for 
many months and that arrangements have been made for such Members to 
receive all documents of the Second Session as its work proceeds 

In all the circumstances the Committee feels it is undesirable to delay the 
convening of the Conference much beyond the middle of November. Accordingly, 
the Preparatory Committee recommends that the Conference should be convened 
on 21 November 1947. The Preparatory Committee considers that the Conference 
should be held in a suitable place in the Western Hemisphere, and therefore 
recommends, in view of the cordial and generous invitation extended by the 
Government of Cuba, that the Conference be held in Havana, if practicable. 


mmitt 


has taken 





$. Invitation of non-Members of the United Nations to the Conference 


The Preparatory Committee recommends that, subject to the resolution regard- 
ing Spain adopted by the General Assembly on 12 December 1946, those States 
non-Members of the United Nations which have an appreciable interest in world 
trade should be invited to the Conference on Trade and Employment. It there- 
fore recommends that the following States non-Members should be invited: 
Albania, Austria, Bulgaria, Eire, Finland, Hungary, Italy, Portugal, Roumania, 
Switzerland, Transjordania and the Yemen. 

The Preparatory Committee recommends further that the Economie and Social 
Council should make provision for the attendance of persons qualified to repre 
sent the appropriate authorities in Germany, Japan and Korea 


39888—54—pt. 4 14 
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The Preparatory Committee, having in mind specifically the position of the Gov- 
ernments of Burma, Ceylon and Southern Rhodesia, wishes to draw the attention 
of the Economic and Social Council to the position of territories under the sov 
ereignty of a Member of the United Nations which are self-governing in matters 
provided for by the draft Charter and for that reason, in the opinion of the Pre 
paratory Committee, ought to be invited to participate in the work of the Con 
ference. 

THE GENERAL AGREEMENT ON TARIFFS AND TRADE 


1. Considering that the task of the World Conference would be facilitated if 
concrete action were taken by the principal trading nations to enter into reciprocal 
negotiations directed to the substantial reduction of tariffs and to the elimina- 
tion of preferences on a mutually advantageous basis, the Preparatory Commit- 
tee adopted a Resolution at its First Session regarding the carrying out of tariff 
negotiations under its sponsorship in connection with, and as part of, the Second 
Session. 

2. The governments represented at the Second Session of the Preparatory 
Committee are now engaged in the negotiations foreseen in the above-mentioned 
Resolution. These negotiations have not yet been completed. 

8. It is expected that the concessions resulting from these negotiations, together 
With such other provisions as may be appropriate, will at the end of the Second 
Session be incorporated in a General Agreement on Tariffs and Trade 


ENCLOSURE 2. RESOLUTIONS ADOPTED AT THE Firru SESSION OF THE ECONOMIC AND 
SocraL CounciL Rr TING TO THE INTERIM REPORT OF THE SECOND SESSION OF 


'HE PREPARATORY COM MITTET 
RESOLUTIONS ADOPTED 28 JULY 1947 


{genda of the Conference 

The Economic and Social Council takes note of the Interim Report of the Second 
Session of the Preparatory Committee of the United Nations Conference on Trade 
and Employment and approves the recommendations made therein concerning the 
agenda of the United Nations Conference on Trade and Employment. 


Date and Place of the Conference 

The Economic and Social Council having considered the Resolution of the 
Preparatory Committee concerning the date and place of the United Nations 
Conference on Trade and Employment, and 

Having noted that the invitation of the Cuban Government to hold the United 
Nations Conference on Trade and Employment in Havana is accompanied by an 
offer of conference facilities and financial assistance to meet the additional costs 
to the United Nations of holding the Conference away from Headquarters. 

ReEsoLtves that the United Nations Conference on Trade and Employment should 
be held at Havana, Cuba, on 21 November 1947. 


RESOLUTIONS ADOPTED 1 AUGUST 1947 


Voting Rights at the Conference 

The Economie and Social Council having considered the Resolution of the 
Preparatory Committee relating to the invitations to the United Nations Con- 
ference on Trade and Employment, 

Resotves that voting rights at the Conference shall be exercised only by Mem- 
bers of the United Nations attending the Conference. 


Invitations to States not Members of the United Nations 

The Economic and Social Council having considered the Resolution of the 
Preparatory Committee relating to the invitation to the Conference of States not 
Members of the United Nations, 

Reso.ves that invitations should be sent to the following States not Members 
of the United Nations which have an appreciable interest in world trade to par- 
ticipate in the work of the United Nations Conference on Trade and Employment: 
Albania, Austria, Bulgaria, Eire, Finland, Hungary, Italy, Pakistan, Portugal, 
Roumania, Switzerland, Transjordania and the Yemen, 
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Invitation to the Allied Control Authorities in Germany, Japan and Korea 

The Economic and Social Council 

RESOLVES that the Allied Control! Authorities in Germany, Japan and Korea be 
nvited to send qualified representatives to the United Nations Conference on 
‘rade and Kkmployment in a consultative capacity. 


Invitation to the Governments of Burma, Ceylon and Southern Rhodesia 


The Economie and Social Council having noted that it became clear during the 
negotiations which have taken place in Geneva during the Second Session of the 
Preparatory Committee that Burma, Ceylon and Southern Rhodesia, although 


inder the sovereignty of a Member of the U d Nations, possess full autonomy 
n the conduct of their external commercial relations, and that the Preparatory 
Committee considers that such separate customs territories should be invited 
o participate in the work of the Conference, 
Resotves that invitations should be sent, through the Government of the 
nited Kingdom, to the Governments of Burma, Ceylon and Southern Rhodesia 
participate in the work of the United Nations Conference on Trade and 


Employment. 


to the Gove rent of the Indonesian Republic 
rhe Eeonomic and Social Council, recognizing that the Indonesian R ‘public 
njovs in fact autonomy in the conduct of its externai commercial relations. 
Recognizing further that the participation of the Government of the Indonesian 
Rey lic will promote the aims of the Conference, 
Resotves to send a direct invitation to the Government of the Indonesian 
Republic to participate in the United Nations Conference on Trade and Em 


yment 


tations to Specialized Agencies and Other Oryanizations 
The Economie and social Council 
Reso._ves that invitations to be represented at the Conference be sent to the 
Specialized Agencies and other appropriate Inter-governmental Organizations 
nd Non-governmental Organizations in Category A. 


ENCLOSURE 3. SUB-COMMITTEES 


Negotiations Working Party 

harter Steering Committee 
iriff Agreement Committee 
Consultative Committee (with non-governmental organizations) 
Sub-Committee on Chapter ITI 
Sub-Committee on Chapter IV 
Working Party.on Technical Articles 
Sub-Committee on Article 16, paragraph 5 
Sub-Committee on Article 16, paragraph 6 
Sub-Committee on Article 17 
Sub-Committee on Article 18 
Sub-Committee on Article 19 
Sub-Committee on Article 20, paragraph 7 
Sub-Coiiittee on Article 21, old paragraph 3, new paragraph 2 
Sub-Committee on Article 21, paragraph 2 
Sub-Committee on Articles 14, 15, 24, 34, 35 and 38 
Sub-Committee on Articles 25 and 27 
Sub-Committee on Articles 26, 28 and 29 
Sub-Committee on Article 30 
Sub-Committee I on State Trading (Articles 31 and 32) 
Sub-Committee II on State Trading (Article 33) 
Sub-Committee on Article 36 
Sub-Committee I on Chapter VI 
Sub-Committee II on Chapter VI 
Sub-Committee on Chapter VII 
Working Party on Articles 48 and 49 
Chapter VII Working Party on Definitions 
Sub-Committee on Chapters I, IT and VIII 
Working Party on Article 1 
Sub-Committee on Voting 
Legal Drafting Committee 

The numbers of Chapters, Articles and paragraphs indicated above are those of the New 


York Drafting Committee's Report (E/PC/T/34). The comparable numbers in the present 
text are indicated in the second part of Enclosure 4 











684 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


ENCLOSURE 4 


The following pages contain lists to aid in identifying comparable provisions 
in the present draft of the Charter and in the draft prepared by the New York 
Drafting Committee (E/PC/T/34). 

These lists are intended to indicate changes in form between the two drafts 
but do not purport to show all changes in substance. 

The first of these two lists (pages 75-81) sets forth in sequence, in the left-hand 
column, the numbers of provisions in the Geneva draft and indicates in the 
right-hand column the comparable Chapters and Articles in the New York draft. 
Paragraphs also are listed whenever there have been changes relating to indi- 
vidual paragraphs. 

The second list (pages 82-87) indicates in a similar manner the numbers of the 
provisions in the New York draft in the left-hand column and the number of 
corresponding provisions in the Geneva draft in the right-hand column. 


] REFERENCE List To Atp IN LOCATING THE PROVISIONS IN THE NEW York DRAFr 
CHARTER WHicH ARE COMPARABLE WITH PROVISIONS IN THE DRAFT CHARTER 
PREPARED BY THE SECOND SESSION 


GENEVA DRAFT NEW YORK DRAFT 
CHAPTER I CHAPTER I 
Article 1 Article 1 
CHAPTER II CHAPTER ITI 
Article 2 a 
Paragraph 1 A rticle %, paragraph 1 
Paragraph 2 . paragraph 2 


Paragraph 3 
Article 3 
Article 4 


Article 4 
Article 5 


Article 5 Article 6, parrngraph 1 
Paragraph 1 No corresponding text 
Paragraph 2 

Article 6 Article 8, preamble 


Paragraph 1, preamble 
Paragraph 1 (a) 


paragraph (a) 
, paragraph (b) 


Paragraph 1 (b) No corresponding text 
Paragraph 2 Article 7 
Article 7 
CHaprer ITI CHAPTER IV 


Article 8 Article 10, first part 


First clause Article 9 


Remainder of the Article 
Article 9 
Article 10 
Article 11 
Paragraph 1] 
Paragraph 2 
Paragraph 3 
Paragraph 4 
Article 12 
Article 13 
Paragraph 1 
Paragraph 2 
Paragraph 3 
Paragraph 4 (a) 
Paragraph 4 (b) 
Paragraph 4 (c) 
Paragraph 5 
Article 14 
Article 15 
CHAPTER IV 
Article 16 
Paragraph 1 
Paragraph 2, preamble 
Paragraph 2 (a) 
Paragraph 2 (b) 


Article 10, last part 
Article 11 


Article 12, paragraph 1 
éd » paragraph 2 
Article 61, paragraph (c), in part 
No corresponding text 
No corresponding text 


Article 13, paragraph 1 
” , paragraph 2 (a) 
, paragraph 2 (b) 
, paragraph 2 (c) 
No corresponding text. 
No corresponding text. 
No corresponding text 
No corresponding text. 
No corresponding text 


CHAPTER V 
Article 14, paragraph 1 
" , paragraph 2, preamble 
, paragraph 2 (a) (ii) 


‘5 , paragraph 2 (a) (i) 
és , paragraph 2 (b) 
es , paragraph 2 (c) 





CHAPTER IV 
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GENEVA 
Contir 
Article 16 Con 
Paragraph 
Paragraph 
Paragraph 
Article 17 
Paragraph 
Paragraph 
Paragraph 
Paragraph 
I 
I 
I 


aragraph 
aragraph 





aragraph 


Article 18 
Paragraph 


Paragraph 2 
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DRAFT 
1ued 
tinued 
2 (c) 
2 (d) 
3 


1, preamble 
1 (a) 
1 (b) 
1 (ce) 
1 


Paragraph 38 


Paragraph 
raph 





Article 20 
Paragraph 
Paragraph 
Paragraph 
Paragraph 
Paragraph 








t (a) 
t(b) 
, 


2, preamble 


=~ (a) 


2 (b) 


2 (c) preamble 


Paragraph 2 (c) (i) 
Paragraph 2 (c) (ii) 








Paragraph 


Paragraph 38 


Article 21 
Paragraph 


Paragraph : 
Paragraph : 
Paragraph ¢ 
Paragraph ¢ 


Paragraph ¢ 
Paragraph ¢ 


Paragraph 
Paragraph 


Paragraph 
Paragraph 
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EXHIBIT No. 11 
[From United Nations Yearbook, 1946—47] 
IX. THE INTERNATIONAL TRADE ORGANIZATION 
(PROPOSED) 
A. ORIGIN 


On February 18, 1946, the Economie and Social Council of the United Nations, 
on the motion of the United States representative, decided to call an Inter- 
national Conference on Trade and Employment, to meet in the latter part of 
1946, for the purpose of expanding the production, exchange and consumption of 
goods. 

Prior to this, on December 6, 1945, the Department of State of the United 
States had made public a document setting forth “Proposals for Expansion of 
World Trade and Employment.” On the same day the Government of the United 
Kingdom expressed its full agreement on all important points in these proposals, 
which had resulted from the Anglo-American financial and trade discussions, and 
accepted them as a basis for international discussion. The proposals were later 
elaborated by the United States Government and published in September 1946 
asa “Suggested Charter for an International Trade Organization.” 

The Economic and Social Council established a Preparatory Committee of the 
United Nations Conference on Trade and Employment to prepare for con- 
sideration at the Conference, an agenda and a draft convention or charter for an 
International Trade Organization. The Council also suggested certain topics 
to be included in the agenda of the Preparatory Committee. It appointed the 
following States to designate representatives as members of the Committee: 
Australia, Belgium, Brazil, Canada, Chile, China, Cuba, Czechoslovakia, France, 
India, Lebanon, Luxembourg, Netherlands, New Zealand, Norway, Union of 
South Africa, the U. S. 8S. R., the United Kingdom and the United States. 

The Secretary-General of the United Nations announced in May 1946, during 
the second session of the Council, that it would not be possible to hold the Inter- 
national Conference on Trade and Employment until the following year, but that 
arrangements had been made for the Preparatory Committee to meet in London 
on October 15, 1946. 


B. FIRST SESSION OF THE PREPARATORY COMMITTEE 


The Preparatory Committee held its first session in London from October 15 
to November 26, 1946. It was attended by representatives of eighteen of its 
nineteen member governments. The U. S. S. R. had indicated that it felt unable 
to participate in the work of the Committee as it had not found it possible to 
devote sufficient preliminary study to the important questions which were the 
subject of the Committee’s discussions. Colombia, Denmark, Mexico, Peru, 
Poland and Syria, not members of the Committee, sent observers to the mecting. 
The following international organizations also sent observers: the International 
Labour Organisation, Food and Agriculture Organization, International Bank for 
Reconstruction and Development, International Monetary Fund, International 
Chamber of Commerce, International Co-operative Alliance, World Federation 
of Trade Unions and the American Federation of Labor. 

The Preparatory Committee elected Max Suetens (Belgium) as its Chairman. 
Eric Wyndham-White (United Kingdom) was Executive Secretary. 

The Committee had before it for discussion the agenda suggested by the Eco- 
nomic Social Council, which included: international agreement on the achieve- 
ment and maintenance of high and stable levels of employment and economic 
activity; iternational agreement on regulations, restrictions and discrimination 
affecting international trade; international agreement on intergovernmental com- 
modity arrangements; and establishment of an international trade organization 
as a specialized agency of the United Nations. It added to these the question of 
an international agreement relating to industrial development and the question 
of international agreement on an undertaking to promote high and steadily 
rising levels of effective demand. 

To examine the appropriate sections of the agenda, the Preparatory Committee 
established six working committees, as follows: Employment and Economie 
Activity, General Commercial Policy, Restrictive Business Practices, Inter- 
governmental Commodity Arrangements, Administration and Organization and 
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a joint Committee on Industrial Development. The working committees, it 
considering the relevant sections of the agenda, used as a basic document the 
‘Suggested Charter” issued by the United States in September 1946, together 
with documents submitted by other delegations. These included, among others 
a draft Charter submitted by the delegation of Brazil, a detailed Commentary 

the United States proposals submitted by the delegation of India and a 
memorandum on employment policy submitted by the delegation of the United 
Kingdom 





The Preparatory Committee adopted the reports of its working committees 

It noted that the United States had previously invited the States which were now 

members of the Committee to meet to negotiate concrete arrangements tor th 

elaxation of tariffs and trade barriers of all kinds. It therefore suggested that 

reciprocal and mutua Vv advantageous taril negotiations be condueted 
inder the sponsorship of the Preparatory Committee at is second session 


Pending the establishment of an International Trade Organization, the Com 
mittee suggested that the Secretary-General of the United Nations appoint an 
nterim co-ordinating committee for international commodity arrangements 


This interim committee was to be composed of the Executive Secretary of the 
l’reparatory Comittee, a representative from FAO to be concerned with agri 
cultural primary commodities, and a person to be selected by the Secretary 
General of the United Nations to be concerned with non-agricultural primary 
commodities. Accordingly, in June 1947, the Secretary-General, at the request of 
the Economie and Social Council, appointed the Interim Co-ordinating Commit 
tee for International Commodity Arrangements. The Kconomic and Social Coun 
cil recommended that Members of the United Nations adopt as a guide in inter 
governmental commodity arrangements the principles laid down in the chapter 
of the ITO Charter dealing with these arrangements. 

rhe Preparatory Committee requested the Kceonomic and Social Council to 
stute whether the suggested functions of ITO with regard to economic develop 
ment, as set forth in the relevant section of the Charter, were in accordance with 
the Council’s views on the appropriate allocation of such functions. The Coun 
cil, when this question came up before it in March 1947, decided that it would 
he appropriate for the ITO to provide advice and technical assistance to its mem 
ber nations in making and carrying out their plans for economic development 
Aft the same time, the Council expressed the hope that in the final drafting of the 
ITO charter, careful consideration would be given to the activites of specialized 
agencies and of the Sub-Commission on Economic Development 

\ drafting committee was established by the Preparatory Committee to pre 
pare a draft charter of the International Trade Organization It was to edit 
for consistency and clarity those portions of the text on which the Preparatory 
Committee had come to substantial agreement, and prepare alternative drafts 
of those portions on which:there remained disagreement. It was also to prepare 
suggested drafts covering such uncompleted portions as were referred to it by 
the Preparatory Committee, together with explanatory notes and commentaries 


( DRAFTING COMMITTE! 


The drafting committee was composed of representatives of the members of 
the Preparatory Committee. It met at the headquarters of the United Nations 
from January 20 to February 25, 1947. 

The report of the drafting committee, which included the draft Charter of 
the proposed organization, was forwarded for approval and further considera- 
tion to governments and to the second session of the Preparatory Committee. In 
its revised form, the draft Charter as it emerged from the drafting committee 
was divided into eight chapters: 1. Purposes; 2. Membership; 3. Employment, 
Effective Demand and Economic Activity ; 4. Economic Development ; 5. General 
Commercial Policy; 6. Restrictive Business Practices; 7. Inter-Governmental 
Commodity Arrangements; 8. Organization. 

Inasmuch as the second session of the Preparatory Committee, in addition to 
completing the work of its first session, was to be concerned with concluding 
multilateral tariff negotiations, the drafting committee prepared an interim 
instrument entitled “General Agreement on Tariffs and Trade” to aid the dele- 
gates in their discussions. This instrument embodied the fundamental pro- 
visions of the Charter, especially of its chapter on General Commercial Policy. 
(These provisions included such questions as: general most-favored-nation treat- 
ment; national treatment on international taxation and regulations; freedom 
of transit; anti-dumping and countervailing duties; tariff valuation; customs 
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formalities and unions; exchange arrangements; subsidies; non-discriminatory 
jministration of State-trading enterprises; maintenance of domestic employ- 














( 
ent and governmental assistance to economic development) The General 
Agreement provides for an interim trade committee, to be composed of one repre 
entative of each contracting party, to administer its provisions. As soon as the 
ITO is established and capable of exercising its functions, the committee may be 
dis ved and its functions transferred to the Organization 
D. SECOND SESSION OF THE PREPARATORY COMMIT 
rhe Preparatory Committee convened for its second sessk n Geneva on 
Apri 10, 1947, and hoped to complet s work some time in September 1947 
dition to the States and organizations represented 1 é irst session, 
wing sent observer to he second session Argentina 
1dol Kgvpt Greece Iran siuud Arabia swecden lurke rug \ Vene 
Z i. Yugoslaviu and the International Fede tic of Agr 1 Produce 
r esentative ittended tI econd sess S pal ol lelegation re] 
he Svro-Lebanese C om Lnion in the i l 
it . ssion of the Preparatory Cor nittee is I I 1 th the two-fold 
task of completing its work on the draft Charter, which is to be presented as 
( si¢ document for diseussior it the International Conference on Trade 
Employment, and of concluding negotiations for a multilateral trade 
y e} 
Pri to the Sess1ol en ! er of the Committee had compiled a ist of 
odities Which it was interested in exporting and for which it asked tarift 
( es ns from the other members of the Committe Each member also 
pile i chedule of concession Vhich it was prepared to make to other coun 
particular products bie negotiations are being conducted in accord 
i selective product-by-product method, ensuring flexibility by taking 
account the needs of individual countries and their industries. No country 
expected to grant conces ns without receiving concessions in return from 
the her negotiating countries Belgium, Luxembourg and the Netherlands ar 
nsidered as a Customs Union, and are jointly represented in the negotiations 
delegation Sixteen delegations are taking part in the negotiations Of 
the 120 possible bilateral negotiations which might have taken place, 104 have 
egun; in other cases, the volume of trade is so small that there is no need 
for negotiations Each negotiating country will be contractual entitled to 
t of the tariff reductions and other concessions in each of the schedules of 
the other parties When the bilater negotiations are completed, their results 
will be grouped together into a multilateral agreement to be signed by the con 
tract » States and presented to the Conference. 


With regard to the draft Charter of ITO, the Committee discussed anew all 
the articles and appointed a special committee of lawyers to put the text into 
final form. 

rhe Preparatory Committee recommended to the Economie and Social Council 
that the International Conference on Trade and Employment be convened on 
November 21, 1947, in Havanna, Cuba It felt that States not Members of the 
United Nations which had an appreciable interest in world trade should also 
be invited to the Conference. The Committee recommended that all Members of 
the United Nations be asked to participate and that the following non-Members 
of the United Nations, which had an appreciable interest in world trade, should 
also be invited to the Conference: Albania, Austria, Bulgaria, Eire, Finland, 
Hungary, Italy, Portugal, Rumania, Switzerland, Transjordania and the Yemen. 
It was suggested that appropriate authorities in Germany, Japan and Korea 
should also be invited, as well as Burma, Ceylon and Southern Rhodesia, which 
possess full autonomy in the conduct of their external commercial relations and 
in related matters to be dealt with by the Conference 

The substance of the agenda of the Conference, (subject to the approval of 
the fifth session of the Economic and Social Council)* will be based on the 
subject index of the draft Charter. This includes: Employment and Economic 
Activity ; Economie Development ; General Commercial Policy ; and Inter-Govern- 
mental Commodity Arrangements. The relevant chapters of the draft Charter 
will be the principal working paper under each heading. The Conference is to 


1The Economie and Social Council approved the recommendation of the Preparatory 
Committee with respect to the date and place of the Conference and its agenda, and added 
Pakistan and the Indonesian Republic to the text of invitees 
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establish the proposed International Trade Organization and to adopt a Charter 
for the Organization. 
ANNEX 


MEMBERS AND OFFICERS OF THE PREPARATORY COMMITTEE 


MEMBERS 
Australia Czechoslovakia Norway 
Belgium France Union of South Africa 
Brazil India U. S. S. R. 
Canada Lebanon United Kingdom 
Chile Luxembourg United States 
China Netherlands 
Cuba New Zealand 
OFFICERS 


Chairman: Max Suetens (Belgium) 
Executive Secretary: E. Wyndham-White (United Kingdom) 
Deputy Executive Secretary: J. A. Lacarte (Uruguay) 
Vice-Chairman: 
(First Session) 
Zdenek Augenthaler (Czechoslovakia) 
Alberto Innocente Alvarez (Cuba) 
(Second Session) 
rik Colban (Norway) 
Zdenek Augenthaler (Czechoslovakia) 
Sir Raghavan Pillai (India) 
Sergio Clark (Cuba) 
L. D. Wilgress (Canada) 





ExHipit No, 12 


REPORT FROM GENEVA TO THE OFFICE OF PUBLIC AFFAIRS, 
DEPARTMENT OF STATE 


INTERNATIONAL CONFERENCE ON TRADE AND EMPLOYMENT, SECOND MEETING OF 
PREPARATORY COM MITTEE 


Geneva, April 15.—The initial public sessions of the ITO conference have 
revealed general support for the principles of the ITO Charter and a reiteration 
of appreciation for United States leadership in the preparations for setting up an 
International Trade Organization. All nations present recognize the crucial 
importance of establishing effective and fair rules for the expansion of inter- 
national trade, and the necessity of close international economic cooperation in 
order to build an enduring peace. 

Representatives of the nations present have stated their desire to proceed 
with tariff negotiations in a spirit of cooperation and mutual understanding. 
Emphasizing the interest of the American delegation in the success of this 
meeting, Clair Wilcox, speaking on behalf of W. L. Clayton, Under Secretary of 
State for Economic Affairs, who was unable to arrive for the opening session, 
said the meetings must not fail. He pointed out to the delegates assembled the 
steps the United States had taken in carrying the London draft of the Charter 
to the American people and seeking their advice in informal conferences and in 
public hearings in seven cities. He stated that ‘More recently, a committee of 
the United States Senate subjected the Charter to a detailed and factual analysis. 
And in the course of this inquiry, additional suggestions for the improvement of 
the draft were made.” 

The conference will carry on simultaneously the negotiation of trade agree- 
ments and redrafting of the ITO Charter. Mr. Wilcox declared that as soon 
as the Preparatory Committee is ready, in accordance with the procedure upon 
which it has agreed, to enter into actual negotiations, whether they be on the 
text of the Charter or on the details of trade concessions, the United States shall 
be ready to participate. “It is our hope that these negotiations will be initiated 
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at the earliest possible moment and carried forward with the greatest possible 
dispatch. We realize, of course, that the magnitude and the complexity of this 
undertaking are without precedent. But we know, too, that this Committee has 
ready earned for itself a reputation for quiet industry, steady progress, and 
1e prompt completion of an appointed task—a reputation that gives ground for 
onfidence of achievement in the weeks that lie ahead.” 

On the second day of the meetings, representatives reaffirmed importance of 
he Charter, though their emphasis varied. Sir Stafford Cripps indicated that 
he Charter avoids the mistaken policies in international trade pursued by all 

untries between the wars, and felt that the Charter articles emphasizing stable 
vels of effective demand and real income would protect nations from the effects 
of depressions occuring elsewhere. He pointed out that the conference objective 

was to promote the expansion of trade in the future and as a start to secure a 
reduction of those barriers to trade with which countries have in the past 
surrounded themselves. While the United Kingdom wishes to maintain its trade 
relationships with members of the British Commonwealth family, this special 
relationship need not be an exclusive one. “We must neither destroy trade which 
exists nor be content with trade as it is now.” 

Mr. J. E. Holloway, Leader of the Union of South Africa delegation, declared 
that the United States is in the strategic position of being able to lead the world 
to economie peace. In his own country he pointed out divergent interests of 
yold mines and raw materials producers for the free flow of goods, and the 
desire of industries working for the domestic market to maintain the protection 
inder which they developed. He indicated that South African agriculture and 
industry must be prepared to sacrifice that measure of protection which is no 
longer required. 

New Zealands Minister of Finance and Customs, Walter Nash, emphasized the 
importance of the principles of the Internationa: Monetary Fund in relation to 
the work of the present conference. He urged development of backward coun- 
tries, and the elimination of disparity in living standards. While New Zealand 
wishes to maintain its special trade relations with the United Kingdom. Mr. 
Nash indicated that it is nevertheless willing to support any plans likely to 
increase international trade, pointing out that this country has the largest per 
capital volume of foreign trade. 

Speaking for the Netherlands, Mr. J. W. W. Hymans, stated that a link should 
be established between the economic plans of the United Nations and those con- 
sidered for the ex-enemy states. On behalf of Norway, Erik Colban pointed out 
the dependence of his country on foreign trade and its stake in the meetings. 

Representing the World Federation of Trade Unions, Mr. Jean Duret declared 
that the achievement of full employment in all countries should be given priority 
over all other measures and stressed the need for redistributing purchasing power 
in favor of the working classes. He criticized the ITO Charter for providing too 
few exceptions during the transition period, and declared it was too closely linked 
to the Bretton Woods agreement. He stated that wealthy nations should embark 
on a policy of large scale foreign lending. Both the WF'TU and the International 
Chamber of Commerce were privileged to speak at the sessions in their special 
status as non-governmental international organizations in category A status with 
the Economic and Social Council under the provisions of Article 71 of the United 
Nations Charter. 

Representing the International Chamber of Commerce, Mr. Wallace B. Phillips 
stated that committees of the International Chamber working in more than thirty 
countries had prepared a report for submission to the conference expressing a 
consensus of industrial, commercial, and financial opinion. The International 
Chamber’s report is based on three fundamental postulates. “First, the objectives 
we all share of higher standards of living and greater welfare for the peoples of 
the world can be attained only if there is a considerable expansion of international 
trade. Second, this expansion is possible only if the international movement of 
goods and capital is allowed to develop with maximum freedom on a multilateral 
basis. And last, but by no means least, the full expansion of trade and economic 
activity can be achieved only if the widest possible scope is given to the energy 
and initiative of the individual producer and trader.” He indicated that while 
the International Chamber of Commerce as an organization has no concern with 
the details of the confidential tariff negotiations that are about to commence, its 
membership has a deep concern in their success and hope that the movement of 
goods and capital will be thereby freed from the burdensome restrictions under 
which they are at present laboring. 
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Speaking for Chile, Mr. Angel Faivovich Sitzcovich pointed out that Chile’s 
fundamental problem is to increase its production capacity in order to obtain a 
permanent equilibrium of its balance of payments, in order to increase Chile’s 
purchasing power for foreign goods. He pointed out that Chile has experienced 
difficulties recently in importing goods it needs because of an increasing scarcity 
of foreign exchange, made more acute by the constant rise in prices of Chile’s 
major imports. “The success of the International Trade Organizations is inti 
mately linked up with the efficient functioning of the numerous international 
organizations which have recently been set up and which are in close touch with 
the financial, commercial, and economic development of nations in the world 

The deputy leader of the Indian Delegation, Sir Raghavan Pillai, stated that 
the ITO Charter has evoked great public interest in India with emphasis on 
maintaining flexibility in the Charter to enable all countries, whatever thei 
size, degree of economic development or political importance to attain their full 
economic stature. On the tariff side, he said, “The old theory of ‘once protected, 
always protected’ has had no application in India * * we are now, without 
seeking counter advantages from other countries, contemplating the withdrawal 
of protection from certain of our major industries.” Concluding, he pointed out 
that consistent with the obligations India owes her own people, India is pre 
pared and indeed anxious to make its full contribution to a better world order 

The Lebanese delegate, Mr. Mousa Moubarak, pointed out that while his 
country favored freedom of commerce, it was still undeveloped and required 
a period of transition, especially te insure equilibrium in Lebanon’s balance of 
payments in order to afford a sufficient amount of foreign exchange to obtain 
materials essential to national development. He pointed out that the close 
contacts of Syria and Lebanon with other Arabic countries in the Near East 
required his delegation to interpret the wishes of the members of the United 
Nations to this part of the world 

On behalf of the Cuban delegation, Mr. I. Sergio Clark believed that the 
fortheoming tariff negotiations at Geneva would be a test of the reality and 
sincerity of the agreement on principles arrived at in developing the ITO Char 
ter. He pointed out that the standard of living and employment in Cuba was 
dependent on maintaining exports of sugar, tobacco, alcohol, molasses, and 
other products. As a consequence of the war he indicated a greater diversifica- 
tion of Cuban agriculture and increased industralization. He indicated Cuba’s 
interest in expanding Chapters IIIT and IV of the draft Charter to set up specific 
rules for implementing the principles outlined in these Chapters. He also 
urged the necessity of ending as rapidly as possible inflationary trends in all 
countries, which he felt would defeat the world goals of economic peace and 
security. 

The Canadian delegate, Mr. L. ID. Wilgress reiterated the importance of the 
draft Charter of the International Trade Organization, and pointed up the 
importance of this body without which neither the International Bank nor the 
International Monetary Fund could effectively function. “Never hefore have 
the problems of international economic cooperation been approached in such 
a comprehensive manner. The attempt to find solutions on a piece-meal basis 
has been one of the reasons for failure in the past.” He stated that Canada has 
stood for the fullest possible cooperation between nations to assure the main- 
tenance of international peace and security, but cooperation in the political 
sphere would be of, little avail if there is not at the same time economic 
cooperation between nations 

On behalf of China, Dr. Wunsz King urged that agreements to reduce trade 
barriers should not extend beyond three years, because of rapidly changing 
circumstances in the world, particularly as economic dislocations resulting from 
the war are adjusted. 

Mr. André Philip of France reviewed the state of economic destruction in 
the world and the prewar policies of protectionism and autarchy, and declared 
that “experience has shown that such policies could only lead to a general lower- 
ing of standards of living, to an increase in the poverty of everybody and to 
economic difficulties of all sorts which were in their turn bound to lead to political 
friction and thereby create a serious danger for the world’s peace.” He felt, 
however, that some countries like France had special problems to face because of 
wartime isolation from the outside world and widespread devastation. Because 
of the need for rebuilding industry, he indicated that for some time France will 
still have a definite program of imports and of exports to balance them. This, 
of course, entials heavy sacrifices for the bulk of the population, since industrial 
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needs have a priority over consumer goods and the raising of the actual standard 


iving. He felt that France “must confirm the principle of imperial preference 
it we must reduce the volume of its application.” He also indicated that many 
ntries have found national economic planning necessary, but said “we must 
ee to it that these plans are not drawn up absolutely independently from each 
thet He felt the conference in Geneva “would succeed to the extent that 


intries with a liheral economy and those with a planned economy can work 
wether and cooperate in their trade policy.” 

Che chief of the Brazilian delegation, Minister Antonioe de Vilhena Ferreira 
purchasing power both of the highly 
ure hot yet developed He pointed out 


Braga, urged the necessity of increas 
developed countries and of those which 
that Brazil's tariffs had not | 





been increased during the war and as a result of 
the depreciation of her national currency had, in effect, gone down. He felt that 
he improvement of world economy will depend to a large extent on the : 
ents that will be concluded in Geneva, and urged that the development of an 
nereased flow of trade is of essential importance for national prosperity and 





r peace 
Mr. Zdenek Augenthaler of Czechoslovakia pointed out that no country is 
mpletely master of its international trade policy, and in the case of Czechoslo 
kia, its geographical position as a direct or indirect neighbor of ex-enemy coun- 
tries, like Germany, Austria, Hungary, Bulgaria, and of important allied 
muuntries, like Poland, Russia, and Yugoslavia, affected the development of 
Czechoslovakia’s international trade program, He pointed out that in today’s 
nging world it is essential that the ITO Charter be flexible enough so that 
can be adapted to govern the economic relations between different states and 
types of economies. 

After the three days of public meetings the conference will proceed with work 
on the tariff negotiations and on redrafting of the ITO Charter. Some time will 
be devoted to clarification of procedures by which these various sessions shall be 
carried on before actual negotiations begin 


ExHipir No. 13 


REPORT FROM GENEVA TO THE OFFICE OF PUBLIC AFFAIRS, 
DEPARTMENT OF STATE 


INTERNATIONAL CONFERENCE ON TRADE AND EMPLOYMENT—NECOND MEETING OF 
PREPARATORY COMMITTEI 


REPORT NO, 2 


Geneva, April 25, 1947.—During the second week of the ITO Conference in 
Geneva, delegates from the 17 countries represented were hard at work preparing 
for the opening of trade negotiations on April 23rd. The Conference is pro 
ceeding in an atmosphere of quiet seriousness, for everyone present recognizes 
both the difficulties to be faced and the necessity for resolving them 


Significance of Geneva Meeting 


Highlighting the beginning of the second week was the arrival from Wash- 
ington of William L. Clayton, Under Secretary of State for Economic Affairs 
and Chairman of the United States Delegation. Speaking to the press, Mr. 
Clayton emphasized the dual aims of the Conference, to eliminate discrimina- 
tions and reduce barriers to international trade and to work out the Charter for 
an International Trade Organization. This Charter, after submission to coun- 
tries of the world and their peoples, will be considered at a World Conference 
on Trade and Employment to be called later by the United Nations 

“Obviously,” Mr. Clayton said in speaking of the Conference aims, “this is a 
herculean task full of difficulties. In fact, so far as we are concerned in the 
United States, the road up to this point hasn’t been too easy a one, but we are 
very happy to have come along that road and finally got here with, I think, the 
support of the American people. 

“The reciprocal trade agreements program has been in effect now since 193 
It has proven its value and its worth, and I think the American people are firmly 
behind it and will support what we are able to do here to achieve the objectives 
of which I have spoken.” 
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Problem of Freer Trade 

At this press session Mr. Clayton was asked his views on free trade. He 
pointed out that neither the United States nor other countries are prepared for 
free trade at this time. 

“What I favor is freer trade than we now have,” he said. “I favor it because 
it will enable a greater expansion in the interchange of goods and services be- 
tween peoples of the world which IT think—and I think all economists agree 
would inevitably result in a rising standard of living in the world.” This is 
“extremely important, so that people everywhere will have a little more to eat 
and a little more to wear and better homes in which to live. And we believe 
that also has a great deal to do with the peace of the world.” 

Turning to the United States he pointed out that under our constitution the 
imposition of tariff barriers between the 48 states is prohibited so that there is 
free interchangeability of goods and services between those 48 states. “I believe 
that you would all agree that if we had started out on a different system and the 
constitution had permitted the imposition of barriers to interstate trade, we 
should never have reached the high degree of development and the high standard 
of living that we now enjoy. We would have instead a lopsided, inefficient, 
uneconomic development and a relatively low standard of living.” 


United States balance of trade 


One question troubling various people at the Conference has been the fact 
that many countries do not have an adequate supply of American dollars to 
purchase American goods. In 1946, it is pointed out, the United States exported 
a little over 10 billion dollars worth of goods and imported only about one-half 
that amount. It is through American purchase of foreign goods, imports, that 
other countries earn dollars to buy from us and maintain our exports. Mr. 
Clayton pointed out the American hope that achieving a balance in our trade 
would come about through an increase in our imports. “We would certainly 
not like to see it come about by a reduction in exports.” He believed that the 
United States is now in a position to absorb a great deal more imports than we 
are receiving today, not only with no harm to our economy but with actual benefit. 
Trade restrictions 

One legacy of war in the forefront of this Conference has been the practice 
of most countries in the world to use not only tariffs to limit imports but also 
such other devices as quotas, exchange controls, embargoes and other similar 
devices. Some countries used these protective methods even before the war. 
Others during the war period found these devices necessary to protect their 
limited supply of foreign exchange by stringently restricting both the volume 
and character of imports. The United States controls imports chiefly through 
the tariff. 

What we are seeking to do here, said Mr. Clayton, is to recognize that use of 
these protective devices for guarding foreign exchange balances was a war and 
immediate post-war problem and to discontinue that method of controlling imports 
and controlling international trade as quickly as possible. 


Opening of trade negotiations 


Reporting on the gratifying progress made in scheduling trade negotiations, 
Wyndham-White, who is executive secretary of the Preparatory Committee of 
the Conference on Trade and Employment, pointed out that out of 120 different 
trade negotiations possible between countries present, four-fifths or 96 had 
already been scheduled. Twenty-four of these negotiations are scheduled to open 
in April, forty-eight during the first half of May and twenty-four in the second 
half of May. “Opening of negotiations” means that offers are exchanged between 
negotiating teams of the two countries involved. Following study of these offers, 
the teams proceed with actual negotiations. 


United States Schedule for Negotiations 


The schedule for the fifteen negotiations in which the United States is in- 
volved includes opening of negotiations on April 23 with Australia, Canada, 
Czechoslovakia, and the United Kingdom; on April 24 with France; on April 
28 with Chile, India and South Africa; on April 30 with Brazil and New Zea- 
land; on May 2 with Norway and Lebanon-Syria; on May 9 with China and 
Belgium-Netherlands-Luxembourg; and on May 12 with Cuba. 
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ITO Charter Discussions 

Because of the involved and extensive character of the trade negotiations, 
the Preparatory Committee wished to get them underway before detailed dis- 
cussion of the ITO Charter was begun. Charter discussions are now scheduled 
to begin formally on May 15. 
Election of Vice Chairman of Preparatory Committee 

Because of the heavy volume of conference work, the Preparatory Commit- 
tee has elected five vice chairmen to assist Mr. Max Suetens of Belgium who 
was elected at the opening meeting. First vice chairman is Erik Colban of 
Norway, second vice chairman is Sir Raghaven Pillai of India The others 
are Mr. Zdenek Augenthaler of Czechoslovakia, Mr. Sergio Clark of Cuba and 
Mr. L. D. Wilgress of Canada. 
Negotiations Proceeding 

The trade discussions must naturally be carried on in secrecy between the 

vernments concerned. Revealing offers requested or made of the United 
States would of course destroy our negotiating position, and prejudice the suc- 

ss of the negotiations. However, the air is full of rumors and comments, 
most of them bearing little relation to fact. And meanwhile negotiations are 
proceeding. 


ExHIBIT No, 14 


DEPARTMENT OF STATE 
For the Press 
OctTorER 20, 1947. 
No. 836 


Confidential release for publication at 11:30 A. M., E. 8. T., Tuesday, October 
21, 1947. Not to be previously published, quoted from or used in any way 


ADDRESS BY: MR. CLAIR WILCOX, DIRECTOR, OFFICE OF INTER- 
NATIONAL TRADE POLICY, DEPARTMENT OF STATE, BEFORE THE 
BOSTON CONFERENCE ON DISTRIBUTION, BOSTON, MASSACHU- 
SETTS, AT 11:30 A. M., E. S. T.,. TUESDAY, OCTOBER 21, 1947 


THE GENEVA CHARTER FOR WORLD TRADE 


A United Nations Conference on World Trade and Employment will convene in 
Havana, Cuba, on November 21, 1947. It will be the purpose of this conference 
to agree upon and recommend to governments a charter for an International 
Trade Organization. The first outline of such a charter was presented by the 
government of the United States in its Proposals for Expansion of World Trade 
and Employment in December 1945 and the first draft of the charter was pre- 
pared by the United States and published in September 1946. At the suggestion 
of our Government, the United Nations, in February 1946, established a com- 
mittee of eighteen nations to prepare for the world conference. This commit- 
tee completed a second draft of the charter at London in November 1946, a third 
draft in New York in February 1947, and a fourth draft in Geneva in August 
1947. It is this fourth, or Geneva, draft that the world conference in Havana 
will take as the basis of its work. As it stands today, the charter is the product 
of two years of careful preparation in the United States and a full year of con- 
tinuous international negotiation. No agreement in history has had fuller con- 
sideration or been written with greater care. 

It is the central purpose of the charter to contribute to the improvement of 
living standards all around the world by promoting the expansion of interna- 
tional trade on a basis of multilateralism and nondiscrimination, by fostering 
stability in production and employment, and by encouraging the economic de- 
velopment of backward areas. Its substantive chapters, accordingly, set forth 
a series of international commitments with respect to national policies regard- 
ing tariffs, customs administration, hidden restrictions on trade, import and 
export quotas, exchange controls, preferences and other forms of discrimina- 
tion, state trading, subsidies, restrictive business practices in international 
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trade, intergovernmental commodity agreements, the international aspects of 
domestic employment policies, economic development, and international invest 
ment. Its remaining chapters outline the structure, functions, and procedures 
of the specialized agency of the United Nations that would be concerned with 
these matters—the International Trade Organization, or, to make it short, the 
ITO. 

Let us first summarize the major provisions of the charter as it stands to 
day and then consider the character and the significance of the document as a 
whole, 


1. Tariffs and preferences 


Members of the ITO must carry out negotiations directed toward the substantial 
reduction of tariffs. But if, through unforeseen developments, a particular re 
duction should increase imports so sharply as to cause or threaten serious injury 
to domestic producers, a member may suspend its operation in whole or in part 

Reductions in tariffs will operate to reduce or eliminate margins of preference 
Aside from the preferences that may survive negotiation, each member must grant 
every other member equal treatment for its trade. No new preferences can be 
created No existing preferences can be increased. An exception is made, how 
ever, for new preferential arrangements which are incidental to the establishment 


ol a customs union, 
2, Invisible tariffs 


Members must not nullify tariff cuts by employing restrictive methods of customs 
administration, by imposing discriminatory internal taxes or regulations, or by 
resorting to other hidden forms of protection In the case of motion pictures, the 
only restriction allowed is a requirement that a certain fraction of screen time 
must be devoted to the exhibition of domestic films. Such quotas are made nego 
tiable and may thus be reduced through international agreement. Remaining 
screen time may not be allocated among foreign films but must be kept open to 
free competition ; 

o. Quota systems 

As a general rule, quantitative limitations on exports and imports are forbiddet 
But this rule is qualified by a number of necessary exceptions. Quotas may be 
used until 1951 in distributing products in short supply, in maintaining price 
controls, and in liqidating government surpluses and war industries. They may 
be used temporarily to relieve critical shortages of foodstuffs and other essential 
goods. They may be used permanently to enforce standards for the classification 
and grading of commodities. Import quotas on agricultural and fisheries products 
may also be employed to supplement domestic production and marketing controls 
and surplus disposal programs if such quotas do not reduce the share of imports 
in the domestic market 

More important is a final exception which permits a member to employ import 
quotas to the extent necessary to forestall the imminent threat of, or to stop, a 
serious decline in its monetary reserves or, in the case of a member with very 
low monetary reserves, to achieve a reasonable rate of increase in its reserves 
Under this provision, a member can select imports on the ground of essentiality 
But it cannot completely exclude any class of goods. It must avoid unnecessary 
damage to the interests of other members. It must seek to restore equilibrium 
in its balance of payments on a sound and lasting basis and to assure an economic 
employment of productive resources. It must consult with the ITO concerning the 
effect of its restrictions on other countries, the causes of its monetary difficulties, 
and the ways in which they may be overcome. It must relax its quotas as its 
monetary position improves and eliminate them entirely when its difficulties 
disappear. 

Any member may complain that another has failed to satisfy these conditions. 
If the ITO finds that the complaint is justified, it must recommend that the 
restrictions in question be withdrawn or modified. If the offending member does 
not comply with its recommendation, the ITO may then authorize other members 
to impose higher tariffs, quotas, or other restrictions on its trade. In all of 
its decisions in such cases the ITO must accept as conclusive the determinations 
of the International Monetary Fund as to the financial questions that are 
involved 

Where quotas are permitted, they must be administered without diserimina- 
tion. But there are also necessary exceptions to this rule. In the main, these 
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eptions are designed to make the provisions of the Charter consistent with 

e Articles of agreement of the International Monetary Fund. The most im 

ant of them permits a member to discriminate in using quotas if it can 

eby increase its total imports and safeguard its monetary reserves But, 

doing so, the member must satisfy strict criteria and, after March 19852, it 

also obtain the prior approval of the ITO! The ITO may, at any time, 

der a member to discontinue discriminations that are inconsistent with these 

| isions and, whenever it finds that there is no longer a widespread disequi 

in international trade, may completely suspend the operation of this 
xception to the general rule 


rehange controls 


Since quantitative restrictions and exchange controls may be employed alter 


vely to affect the flow of trade, it is important that the rules that govern 
e two devices be laid down and administered with such consistency that it 


e impossible, by resorting to one of them, to escape from the rules that 


rm the other. Accordingly, the Charter provides that members shall not, 
hange action, frustrate the ntent of the Charter nor, by trade action, 
intent of the Articles of Agreement of the International Monetary Fund 

M bye of the ITO who do not belong to the fund are required to join it or, 
f ng this, to enter into a special exchange agreement with the ITO Any such 
et ent would be established and administered in collaboration ith the Fund. 


trading 


e rules that regulate state trading enterprises parallel those that govern 
control of private trade A member maintaining a state monopoly must 

e the margin that it will add when it sells an imported product in its 

ic narket It must negotiate with respect to the height of this margin 

the same way in which members negotiate with respect to tariffs. It must 

s fy the full domestic demand at the resulting price, imposing no other limit 
e quantity it buys. It must act in a manner that is consistent with the 
general principle of most-favored-nation treatment, buying and selling on the 


fF conimercial considerations and affording the enterprises of other mem 
dequate opportunity, in accordance with customary business practice, to 
ete for participation in its purchases and sales 
6. NSubsidic 
If a member pays any subsidy that increases exports or reduces imports, it 
must inform the ITO and must be prepared to discuss the possibility of limiting 
the subsidy at the request of any member who may be harmed Direct subsidiza 
on of exports is forbidden, after two years, unless it is incidental to a stabiliza 
tion plan that maintains domestic prices at a level that is sometimes above and 
sometimes below the level of prices in world markets, or unless it is permitted 
under an intergovernmental commodity agreement, or unless it is authorized by 
the ITO 
7. Restrictive Business Practices 


Each member agrees to take all possible measures, by legislation or otherwise, 
to ensure, within its jurisdiction, that commercial enterprises, whether private or 
public, do not engage in practices which restrain competition, limit access to 
markets, or foster monopolistic control in international trade, whenever such 
practices interfere with the expansion of production or trade or the achievement 
of any other objective of the charter. Upon complaint by a member, the ITO will 
make an investigation, hold hearings, and if it finds that the practices in question 
have such an effect, will request the members concerned to take every possible 
remedial action and may recommend remedial measures to be carried out in 
accordance with their respective laws and procedures. 





&. Commodity Agreements 


Members agree substantially to limit their present freedom to enter into inter 
governmental commodity agreements. Such agreements will be confined, in 
general, to primary commodities. They must be open to participation, on equal 
terms, by any member of the ITO And they must be accompanied, at every 
stage, by full publicity. Agreements which regulate production, exports, im- 
ports, or prices are confined, moreover, to commodities produced under strictly 
specified conditions and to periods of burdensome surplus and widespread 
distress. They must be limited in duration and subject to periodic review. They 
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must afford consuming countries and producing countries an equal voice. They 
must assure the availability of adequate supplies. They must provide increasing 
opportunities for satisfying world requirements from economic sources. And 
each country participating in such an agreement must adopt a program of 
economic adjustment designed to make a continuation of the agreement unneces- 
sary. These rules do not prohibit commodity agreements, they do not promote 
them. They are designed to safeguard the interests of consumers, to force 
adjustment to changing conditions and to facilitate the early restoration of free 
markets, 

9. Employment 


Each member agrees to take action designed to achieve and maintain full and 
productive employment and large and steadily growing demand within its own 
territory through measures appropriate to its political, economic, and social 
institutions. The nature of the action to be taken by any member is for it alone 
to choose. No member is asked to guarantee that its efforts will succeed; the 
commitment is simply that such efforts will be made. This commitment was 
taken by the Congress of the United States when it passed the Employment 
Act of 1946. And full employment, as the term is used in the charter, is defined 
in the words of that law. 

Certain countries have been reluctant to enter into a freer trading system 
because they fear that such a system would make it more difficult for them to 
maintain their domestic employment programs. This might happen, for instance, 
if there were a persistent maladjustment in which one or more countries bought 
too little abroad and invested too little abroad in relation to their exports while 
others produced and sold too little abroad to balance their accounts. In such a 
situation, the charter provides that all of the members concerned shall take 
action designed to correct the maladjustment. But the particular measures that 
are to be adopted by any member are for it alone to decide. 

Adherence to liberal commercial policies would also be rendered difficult if 
a major trading country were to fall into a depression which would involve a 
serious Or abrupt decline in its demand for imported goods. In this case, as 
in others, a member may ask to be relieved of certain obligations that it has 
assumed under the charter on the ground that the benefits accruing to it have 
been nullified or impaired. And the ITO, in considering this complaint, is 
directed to have regard to the need of members to take action to safeguard 
their economies against deflationary pressure. 


10. Economic development 


Each member agrees to develop the resources of its own territory, to raise 
standards of productivity, and to cooperate with others, through international 
agencies, in promoting general economic development. Members exporting 
facilities required for development agree to impose no unreasonable impedi- 
ments to their exportation and members importing them agree to take no 
unreasonable action injurious to the interests of those who provide them. Upon 
request, the ITO may advise any member concerning its plans and programs 
for development and aid the member in obtaining technical advice and assistance. 

Each of the less developed countries will make its own decisions as to the 
industries it wishes to promote. Where public assistance is required, it will 
be free to subsidize new industries. And where it has not included a commodity 
in a trade agreement, it will be free to impose new tariffs or raise existing ones. 
But in those cases in which a member desires to use some method of protection 
that it has promised not to use, that is, where it wishes to impose an import 
quota or to change the tariff status of a commodity to which the provisions of a 
trade agreement may apply, it must first obtain the permission of the ITO. 
In such cases, the ITO will consult with those members whose trade would be 
affected and, with their agreement, may grant the developing country a limited 
release from the obligations that it had previously assumed. The charter thus 
establishes a new principle in international affairs: that import quotas are not 
to be employed, without international sanction, for the development of infant 
industries. 


11. International investment 

The ITO has, among its purposes, encouragement of the international flow 
of capital for productive investment and it is authorized to promote the elabora- 
tion and adoption of a general agreement or statement of principles as to the 
conduct, practices, and treatment of foreign investment. Members agree, subject 
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certain safeguards, to provide the widest opportunities for investment and 
the greatest security for existing and future investments. A member may 
exclude new investments from any or all sources. It may continue discrimina- 
tory measures already in effect. But in adopting future measures, it must 
treat one member as well as it treats another and foreign investors as well as 

treats its own. It must not so change its rules as to discriminate against 

investment once the invesment has been made. If a member requires a 
transter of ownership from foreign nationals to its own nationals, it must 
provide for the payment of just consideration. If it takes into public owner- 
ship the property of a foreign national, it must make just compensation. More 
definite provisions on the adequacy, promptness, and transferability of payment 
uuld be included in the future investment code. The present draft is to be 
regarded, not as the final expression of international agreement on the treatment 
of private investment, but as a foundation on which such agreement can be 
built 
12. Structure of the ITO 

The ITO will have, as the basis of its organization, a conference of member 
states. Continuing administration of its affairs will be in the hands of an 
executive board of fifteen to eighteen members, a director-general, and a staff. 
Certain functions will be delegated to a tariff committee, composed of member 
states who have already carried out negotiations for the reduction of barriers 
to trade, and to a small number of specialized commissions composed of tech- 
nical experts. In financing the operation of the agency, no member can be 
required to contribute more than a third of the total cost. 

[The method of voting in the conference remains to be determined. The 
present draft of the charter presents four alternatives: unit voting, light- 
weighted voting, heavy-weighted voting, and a compromise proposal under which 
decisions on certain issues would require majorities in both a unit vote and a 
weighted vote. The composition of the executive board is likewise unsettled 
But any one of the alternatives presented in the present draft would assure a 
permanent seat to the United States. 


18. Functions of the ITO 


It will be the function of the ITO, through consultation among its members, 
to carry out the substantive provisions of the charter. In addition to this, the 
agency Will serve as an international center for information on matters affecting 
trade and as a source of advice and assistance to member governments. It will 
undertake to improve trade statistics. It will collect, analyze and publish 
data on exports, imports, balances of payments, prices subsidies, customs regu- 
lations, and national commercial policies; on treaties and other agreements 
affecting trade; on conventions, laws and procedures relating to restrictive busi- 
ness practices; on commodity problems and the operation of commodity agree- 
ments. It will develop and recommend standards for the grading of com- 
modities, for commercial terms, for documentation, for tariff valuation, and for 
the simplification of procedures that act as obstacles to trade. It may draft 
modern international conventions and standard provisions for commercial treaties 
and recommend the conclusion of new agreements or the modification or ter- 
mination of old agreements on commercial policy, restrictive business practices, 
commodities, economic development, and international investment. 





14. Disputes and enforcement 

The Executive Board of the ITO will interpret the provisions of the charter, 
handing down rulings in the case of a dispute or, with the consent of the parties 
concerned, referring it to arbitration upon such terms as may be agreed. Mem- 
bers may appeal the rulings of the Board to the Conference and, on legal ques- 
tions, may require the Conference to request an advisory opinion from the 
International Court of Justice. 

If the ITO determines, upon complaint, that a member has not lived up to 
its obligations under the charter, it may release the complaining member or mem- 
bers from corresponding obligations so that the balance of interest between the 
parties to the dispute may be restored. The offending member may thus be 
faced with higher tariffs, quotas, or other restrictions on its trade. This pros- 
pective loss of benefits should serve as a powerful deterrent to noncompliance. 
sut the ITO will have the power to place such limits on retaliation that it cannot 
degenerate into economic war. 
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15. Relations with nonmembers 


The rules that are to govern the relations between members and nonmembers 
of the ITO are still to be determined. The present draft contains three alterna 
tives. The first of these permits a member having heavy trade with nonmembers 
to suspend the application of any provision of the charter, requires it thereupon 
to afford other members an opportunity for consultation, and permits it, in the 
the absence of agreement, to withdraw from the Organization. The other two 
alternatives forbid members to extend to nonmembers the benefits provided 
under the charter, unless specifically permitted to do so by the ITO. It is the 
purpose of the latter provisions to make membership attractive and nonmen 
bership unattractive by confining the benefits of the charter to countries that 
are willing to accept its obligations 

The essential character of the charter is perfectly clear. It does not set upa 
supra-national agency The ITO would have no powers—legislative, executive, 
or judicial—that would impinge upon the sovereignty of member states. The 
charter, like any other international agreement, contains commitments that 
limit the freedom of action of the signatory powers. But these commitments are 
limited And they are assumed voluntarily No nation need enter the ITO 
unless it believes that it would be to its advantage to do so. And no nation can 
be compelled to remain within the Organization if it feels that its interests 
would not be served 

The charter does not provide for global economic planning. It does not give 
the ITO any power whatsoever to determine what any country shall produce, 
or how much, or what it shall export, or how much, or to whom, or what it shall 
import, or how much, or from whom Its whole purpose is not to multiply re 
strictions, but to minimize them; not to increase controls, but to reduce them 
Instead of recgimenting world trade, it seeks, throuch international agreement, 
to liberate trade from the farms of regimentation imposed on it by national 
roverhiments 

Four criticisms of the charter were analyzed by Will Clayton, then Under 
Secretary of State for Kconomic Affairs, in a broadcast from Paris on September 
tenth: 

First, it is said that the charter is idealistic In one sense this is true. In 
another sense it is not the charter is idealistic in that it establishes objectives 
toward which all countries can agree to work. It draws on the experience of 
the past, but it does not direct itself to the problems of the past. It sets up 
goals for the future, but it does not limit itself to provisions that can only work 
in normal times. It is concerned with the actual problems of the work-a-day 
world And in this sense its idealism is tempered with a realism that is clearly 
practical. 

“Second, it is said that the charter contains a great many exceptions, and this 


is true. But these exceptions are carefully defined. Many of them are tempo- 
rary; all of them are limited in extent; and no nation will be able to use any 
of them unless it satisfies the conditions upon which all nations have agreed If 


it were not for the exceptions, the charter would not be practical, and it is 
because it is practical that it can be expected to work. 

“Third, it is said that the charter is a compromise. So it is, and so is almost 
every law that was ever passed by Congress or by the legislature of any state. 
So is every treaty between any two powers. So are the Charter of the United 
Nations and the constitutions of every international agency that has been estab 
lished since the war. Compromise is a virtue, not a defect. It means that the 
charter will not be imposed by force, that it will not be rejected because it is 
one-sided but that it can be voluntarily accepted because it meets the needs of 
every country in the world. 

“And finally, it is said that the charter is long and complicated, and this is 
true. It contains nine chapters, one hundred articles, and several thousand 
words. It is probably shorter than some acts of Congress; it is certainly simpler 
than the income tax law; but it is still long and complicated. It is complicated 
because the laws and regulations that govern international trade are complicated. 
It is complicated because it is realistie and practical. But the multitude of 
technical detail in the document serves only to emphasize the solid basis of 
agreement that has been achieved.” 

It is true, of course, that many of the nations that were stricken by the war 
have not yet recovered sufficiently to participate on equal terms in a world 
economy. It must be recognized, too, that the charter, in itself, cannot assure 
their recovery. Other measures are required, during the coming months of recon- 
struction, to rectify the fundamental imbalance that now exists in the world’s 
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ide. But it does not follow that the problem of long-run policy can safely be 
postponed until a happier day If the nations of Europe are now to embark on 
mbitious recovery program with extensive aid from the United States, we 
ist all know where we are headed, and why We must direct our efforts toward 
.pansion in the production, distribution, and consumption of goods throughout 
e world. And, if these efforts are to succeed, we must obtain agreements, now, 
non long-run policies that will reduce by exitsing barriers to trade 
In this matter of international trade policy, there are now two alternatives— 
and only two—before the world. The one is a situation in which every country, 


ng in its own interest and without regard for the interests of others, will 
iintain and increasingly impose detailed administrative regulations on j 


ts 
foreign trade. The other is a situation in whieh all countries, acting in their 
mmon interest, under the Charter of the ITO, will voluntarily agree to keep 


ch detailed regulations within narrow bounds We might wish that economie 
nd political relationships were not so complicated; that an easier solution to our 
problems were at hand. But if we are realistic, we must recognize that this is 
ly choice we have. And since this is true, it should not be a difficult choice 


us to make. 


UNITED NATIONS CONFERENCE ON TRADE AND EMPLOYMENT HELD 
AT HAVANA, CUBA, FROM NOVEMBER 21, 1947, TO MARCH 24, 1948 


FINAL ACT AND RELATED DOCUMENTS 


The present edition of the Fina Act and Related Documents has beet repre 
| from the text of the signature copy Chis edition replaces the preliminary 
ted edition which was issued in Havana in advance of signature and which 


tained certain errors which were corrected in the signature copy 


FINAL Acr OF THE UNITED NATIONS CONFERENCE ON TRADE AND EMPLOYMENT 


The Economic and Social Council of the United Nations, by a resolution dated 
lary 18, 1946, resolved to call an International Conference on Trade and 
nployment for the purpose of promoting the expansion of the production, 
exchange and consumption of goods 
rhe Conference, which met at Havana on November 21, 1947, and ended on 
March 24, 1948, drew up the Havana Charter for an International Trade Organi 
on to be submitted to the Governments represented. The text of the Charter 
n the English and French languages is annexed hereto and is hereby authen- 
ated. The authentic text of the Charter in the Chinese, Russian and Spanish 
inguages will be established by the Interim Commission of the International 
rrade Organization, in accordance with the procedure approved by the Con 
ference 
There are also annexed to this Final Act a resolution of the Conference estab 
hing an Interim Commission of the International Trade Organization and the 
other resolutions of the Conference 
This Final Act and the documents annexed shall be deposited with the Secre 
tary-General of the United Nations, who will send certified copies to each of the 
Governments represented at the Conference 
IN WITNESS WHEREOF, the duly authorized representatives of their Govern 
ents have subseribed their names below. 
Done at Havana, this twenty-fourth day of March, one thousand nine hundred 
and forty-eight, in a single copy in the Chinese, English, French, Russian and 
Spanish languages. 


For Afghanistan: For Bolivia: 
A. HOSAYN AZIZ G. GUTIERREZ V. M 
For Australia: For Brazil: 
H. C. Coomps A. DE VILHENA FERREIRA Brags 
For the Republic of Austria: For the Union of Burma: 
MATSCH M. Myat Tun 
For the Kingdom of Belgium: For Canada: 
M. SUETENS L. D. WILGRESS 


For Ceulon: 
B. MAHADEVA 
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For Chile: 


W. MULLER 
I’, Garcia OLDINI 
For China: 


Wunsz KING 
Colombia: 

I’, LEQUERICA VELEZ 
Costa Rica: 

V. M. DE LA GUARDIA 
Cuba: 

GUSTAVO GUTIERREZ 
Czechoslovakia: 

7%. AUGENTHALER 
Denmark: 

E. WAaFBUM 

the Dominican Republic: 
Luis JULIAN P. 
Ecuador: 

I). CHIRIBOGA 

Raypt: 

ANIS AZER 

El Salvador: 

R. JIMENEZ C. 
France: 

PHILIPPE GROUSSET 
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A. CASTRELLON 


Executive 


HAVANA CHARTER FOR AN INTERNATIONAL TRADE ORGANIZATION 


CHAPTER 


I—PURPOSE 


AND OBJECTIVES 


ARTICLE 1 


RECOGNIZING the determination 


of the 


United Nations to create conditions 


of stability and well-being which are necessary for peaceful and friendly rela- 


tions among nations, 
Tut 


l’arrres to this Charter undertake in the fields of trade and employ- 


ment to co-operate with one another and with the United Nations 
kor the Purpose of 
REALIZING the aims set forth in the Charter of the United Nations, particu- 
larly the attainment of the higher standards of living, full employment and 
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nditions of economic and social progress and development, envisaged in Article 

of that Charter. 

[o THIS END they pledge themselves, individually and collectively, to promote 

tional and international action designed to attain the following objectives: 

1. To assure a large and steadily growing volume of real income and effective 
demand, to increase the production, consumption and exchange of goods, and 

is to contribute to a balanced and expanding world economy 

2. To foster and assist industrial and general economic development, particu- 

y of those countries which are still in the early stages of industrial develup- 

ent, and to encourage the international flow of capital for productive invest- 

ent. 

To further the enjoyment by all countries, on equal terms, of access to 
the markets, products and productive facilities which are needed for their 
economic prosperity and development. 

4, To promote on a reciprocal and mutually advantageous basis the reduce 
tion of tariffs and other barriers to trade and the elimination of discriminatory 
treatment in international commerce. 

5. To enable countries, by increasing the opportunities for their trade and 
economic development, to abstain from measures which would disrupt world 
ommerce, reduce productive employment or retard economic progress. 

6. To facilitate through the promotion of mutual understanding, consultation 
and co-operation the solution of problems relating to international trade in the 
fields of employment, economic development, commercial policy, business prac- 
tices and commodity policy. 

ACCORDINGLY they hereby establish the INTERNATIONAL TRADE ORGANI- 
ZATION through which they shall co-operate as Members to achieve the purpose 

d the objectives set forth in this Article 


CHAPTER II—EMPLOYMENT AND ECONOMIC ACTIVITY 


ARTICLE 2. IMPORTANCE OF EMPLOYMENT, PRODUCTION AND DEMAND IN RELATION TO 
THE PURPOSE OF THIS CHARTER 


1. The Members recognize that the avoidance of unemployment or underem- 
ployment, through the achievement and maintenance in each country of useful 
employment opportunities for those able and willing to work and of a large and 
steadily growing volume of production and effective demand for goods and 
services, is not of domestic concern alone, but is also a necessary condition for 
the achievement of the general purpose and the objectives set forth in Article 
1, including the expansion of international trade, and thus for the well-being of 
ell athow eanntries. 

2. The Members recognize that, while the avoidance of unemployment or 
underemployment must depend primarily on internal measures taken by indi- 
vidual countries, such measures should be supplemented by concerted action 
under the sponsorship of the Economie and Social Council of the United Nations 

collaboration with the appropriate inter-governmental organizations, each of 

ese bodies acting within its respective sphere and consistently with the terms 
and purposes of its basic instrument. 

3. The Members recognize that the regular exchange of information and views 
among Members is indispensable for successful co-operation in the field of em- 
ployment and economie activity and should be facilitated by the Organization. 


ARTICLE 2. MAINTENANCE OF DOMESTIC EMPLOYMENT 


1. Each Member shall take action designed to achieve and maintain full and 
productive employment and large and steadily growing demand within its own 
territory through measures appropriate to its political, economic and social 
institutions, 

2. Measures to sustain employment, production and demand shall be consistent 
with the other objectives and provisions of this Charter. Members shall seek 
to avoid measures which would have the effect of creating balance-of-payments 
difficulties for other countries. 


ARTICLE 4. REMOVAL OF MALADJUSTMENTS WITHIN THE BALANCE OF PAYMENTS 


1. In the event that a persistent maladjustment within a Member's balance of 
payments is a major factor in a situation in which other Members are involved in 
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ARTICLE 9. DEVELOPMENT OF DOMES! tESOURCES ‘D PRODI IvVITY 
\I ers shall within their respective territories tak ition «de ned pro 
res ely to develop, and where necessary to reconstruct, industrial d other 
resources and to raise standards of productivity through measures not 


onsistent with the other provisions of this Charter 


CLI 0. CO-OPEI TION FOR ECONOMI DEVELOPMENT AND RECONSTRUCTION 
Members shall co-operate with one another, with the Economic and Social 
Council of the United Nations, with the Organization and with other appropriate 
nter-governmental organizations, in facilitating and ] noting industrial and 

eneral economic development, as well as the reconstruction of those countt 


ise economies have been devastated by wat 





With a view to facilitating and promoting industrial and general economie 
elopment and consequently higher standards of vin especially of those 
ountries which are still relatively undeveloped, as well as the reconstruction 
se intries whose economies have heen devastated by war, and subject 
urrangements which may be entered into between the Organization and 
he Economie and Social Council of the United Nations and appropriate inter 
ernmental organizations, the Orga ition shall, within its powers and 
urces, at the request of any Member 
(i) study the Member’s natural resources and potentialities for indus 
rial and general economic development, and assist in the for ition of 
plans for such development ; 
i) furnish the Member with appropriate advice concerning its | 
economic development or reconstruction and the fi nd rryir 
t of its programmes for economic development tion; ¢ 
ssist the Member to procure such advice or study 
s services shall be | vided on ter 3 to he izgreed and in such collaboration 
h appropriate regional or other inter-governmental organizations as will us 
he competence of each of them The Organization shall also, upon the 
conditions, aid Members in procuring appropriate technical assistance 
With a view to facilitating and prome g industrial and general economic 
elopment, especially of those countries which are still relatively undeveloped 
s W s he re struction of hos countries whose eco mies have bee 
devastated by war, the Organization shall co-operate with the Economie and 
S il Council of the United Nations and appropriate inter-governmental organ 
n all phases, within their special competence, of such development and 
mstruction, and, in particular, in respect to finance, equipment ,technical 
stance and managerial skills. 
CLE 11. MEANS OF PROMOTING ECONOMIC DEVELOPMENT AND RECONSTRUCTION 
Progressive industrial and general economic development, as well as recon 
uction, requires among other things adequate supplies of capital funds, mate 
ri modern equipment and technology and technical and manageria ills 


Accordingly, in order to stimulate and assist in the provision and exchange of 
these Tacilities 

(a) Members shall co-operate, in accordance with Article 10, in providin 
or arranging for the provision of such facilities within i 
power, and Members shall not impose unreasonable or unjustifiable impedi 
ments that would prevent other Members from obtaining on equitable terms 
any such facilities for their economic development or, in the case of Member 
countries whose economies have been devastated by war, for their re 
construction ;: 

(b) no Member shall take unreasonable or unjustifiable action within its 
territory injurious to the rights or interests of nationals of other Members in 
the enterprise, skills, capital, arts or technology which they have supplied 

<. The Organization may, in such collaboration with other inter-governmental 
organizations as may be appropriate: 

(a) make recommendations for and promote bilateral or multilateral 
agreements On measures designed : 

(i) to assure just and equitable treatment for the enterprise, skills, 
capital, arts and technology brought from one Member country to 
another ; 


the limits of th 
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(ii) to avoid international double taxation in order to stimulate 
foreign private investments; 

(iii) to enlarge to the greatest possible extent the benefits to Members 
from the fulfillment of the obligations under this Article: 

(b) make recommendations and promote agreements designed to facilitate 
an equitable distribution of skills, arts, technology, materials and equipment, 
with due regard to the needs of all Members; 

(c) formulate and promote the adoption of a general agreement or state- 
ment of principles regarding the conduct, practices and treatment of foreign 
investment 


ARTICLE 12. INTERNATIONAL INVESTMENT FOR ECONOMIC DEVELOPMENT AND 
RECONSTRUCTION 


1. The Members recognize that: 

(a) international investment, both public and private, can be of great 
value in promoting economic development and reconstruction, and consequent 
social progress ; 

(b) the international flow of capital will be stimulated to the extent that 
Members afford nationals of other countries opportunities for investment 
and security for existing and future investments ; 

(c) without prejudice to existing international agreements to which 
Members are parties, a Member has the right: 

(i) to take any appropriate safeguards necessary to ensure that 
foreign investment is not used as a basis for interference in its internal 
affairs or national policies ; 

(ii) to determine whether and to what extent and upon what terms it 
will allow future foreign investment; 

(iii) to prescribe and give effect on just terms to requirements as to 
the ownership of existing and future investments ; 

(iv) to prescribe and give effect to other reasonable requirements with 
respect to existing and future investments ; 

(d) the interests of Members whose nationals are in a position to provide 
capital for international investment and of Members who desire to obtain 
the use of such capital to promote their economic development or recon- 
struction may be promoted if such Members enter into bilateral or multi- 
lateral agreements relating to the opportunities and security for investment 
which the Members are prepared to offer and any limitations which they are 
prepared to accept of the rights referred to in sub-paragraph (c). 

2. Members therefore undertake: 

(a) subject to the provisions of paragraph 1 (c) and to any agreements 
entered into under paragraph 1 (d), 

(i) to provide reasonable opportunities for investments acceptable to 
them and adequate security for existing and future investments, and 

(ii) to give due regard to the desirability of avoiding discrimination 
as between foreign investments; 

(b) upon the request of any Member and without prejudice to existing 
international agreements to which Members are parties, to enter into 
consultation or to participate in negotiations directed to the conclusion, if 
mutually acceptable, of an agreement of the kind referred to in paragraph 
1 (d). 

3. Members shall promote co-operation between national and foreign enter- 
prises or investors for the purpose of fostering economic development or recon- 
struction in cases where such co-operation appears to the Members concerned 
to be appropriate. 





ARTICLE 13. GOVERNMENTAL ASSISTANCE TO ECONOMIC DEVELOPMENT AND 
RECONSTRUCTION 


1. The Members recognize that special governmental assistance may be re- 
quired to.promote the establishment, development or reconstruction of particular 
industries or branches of agriculture, and that in appropriate circumstances the 
grant of such assistance in the form of protective measures is justified. At the 
same time they recognize that an unwise use of such measures would impose 
undue burdens on their own economies and unwarranted restrictions on inter- 
national trade, and might increase unnecessarily the difficulties of adjustment 
for the economies of other countries. 
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9. The Organization and the Members concerned shall preserve the utmost 
secrecy in respect of matters arising under this Article. 


A 


3. If a Member, in the interest of its economic development or reconstruction, or 
for the purpose of increasing a most-favoured-nation rate of duty in connection 
with the establishment of a new preferential agreement in accordance with the 
provisions of Article 15, considers it desirable to adopt any non-discriminatory 
measure affecting imports which would contlict with an obligation which the 
Member has assumed in respect of any product through negotiations with any 
ther Member or Members pursuant to Chapter IV but which would not conflict 
with that Chapter, such Member 
(a) shall enter into direct negotiations with all the other Members which 
have contractual rights. The Members shall be free to proceed in accordance 
with the terms of any agreement resulting from such negotiations, provided 
that the Organization is informed thereof ; or 
(b) shall initially or may, in the event of failure to reach agreement under 
sub-paragraph (a), apply to the Organization. The Organization shall deter- 
mine, from among Members which have contractual rights, the Member or 
Members materially affected by the proposed measure and shall sponsor nego- 
tiations between such Member or Members and the applicant Member with 
a view to obtaining expeditious and substantial agreement. The Organiza- 
tion shall establish and communicate to the Members concerned a time sched- 
ule for such negotiations, following as far as practicable any time schedule 
which may have been proposed by the applicant Member. The Members shall 
commence and proceed continuously with such negotiations in accordance 
with the time schedule established by the Organization. At the request of a 
Member, the Organization may, where it concurs in principle with the pro- 
posed measure, assist in the negotiations. Upon substantial agreement being 
reached, the applicant Member may be released by the Organization from the 
obligation referred to in this paragraph, subject to such limitations as may 
have been agreed upon in the negotiations between the Members concerned 

4. (a) If as a result of action initiated under paragraph 3, there should be an 
increase in imports of any product concerned, including products which can be 
directly substituted therefor, which if continued would be so great as to jeopardize 
the establishment, development or reconstruction of the industry, or branch of 
agriculture concerned, and if no preventive measures consistent with the provi- 
sions of this Charter can be found which seem likely to prove effective, the 
applicant Member may, after informing, and when practicable consulting with, 
the Organization, adopt such other measures as the situation may require, pro- 
vided that such measures do not restrict imports more than necessary to offset 
the increase in imports referred to in this sub-paragraph; except in unusual 
circumstances, such measures shall not reduce imports below the level obtaining 
in the most recent representative period preceding the date on which the Member 
initiated action under paragraph 3. 

(0) The Organization shall determine, as soon as practicable, whether any 
such measure should be continued, discontinued or modified. It shall in any case 
be terminated as soon as the Organization determines that the negotiations are 
completed or discontinued. 

(c) It is recognized that the contractual relationships referred to in paragraph 
3 involve reciprocal advantages, and therefore any Member who has a contrac- 
tual right in respect of the product to which such action relates, and whose trade 
is materially affected by the action, may suspend the application to the trade 
of the applicant Member of substantially equivalent obligations or concessions 
under or pursuant to Chapter IV, provided that the Member concerned has 
consulted the Organization before taking such action and the Organization does 
not disapprove, 


B 


5. In the case of any non-discriminatory measure affecting imports which would 
conflict with Chapter IV and which would apply to any product in respect of which 
the Member has assumed an obligation through negotiations with any other 
Member or Members pursuant to Chapter IV, the provisions of sub-paragraph 
(>) of paragraph 3 shall apply ; Provided that before granting a release the Organ- 
ization shall afford adequate opportunity for all Members which it determines to 
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I aterially affected to express their views. The provisions of paragraph 4 


also be applicable in this ca 


6. If a Member in the interest of its economic development or reconstruction 
considers it desirable to adopt any non-discriminatory measures affecting imports 
which would conflict with Chapter IV, but which would not apply to any product 
in respect of which the Member has assumed an obligation through negotiations 
with any other Member or Members pursuant to Chapter IV, such Member shall 
notify the Organization and shall transmit to the Organization a written statement 
the considerations in support of the adoption, for a specified period, of the 
proposed measure 

7. (a) On application by such Member the Organization shall concur in the 
proposed measure and g 





‘ant the necessity release for a specified period if, having 
particular regard to the applicant Member’s need for economic development 01 
reconstruction, it is established that the measure 





1) IS designed to protect a particular industry, est iblished bet ee! 
January 1, 1989 and the date of this Charter, which was protected during 
that period of i development by abnormal conditions arising out of the 
Wi I 

ii) is designed to promote the establishment l dlevelopmen or a pal 
ticular industi for the processit of an indigenous primary commodity, 
vhen the external sales of such commodity have been muterially reduced 
al i result of new or increased restrictions imposed abroad; o1 

iii) is necessary, in view of the possibilities and resources of the appl 
cant Member to promote the establishment ot development Of a particulal 
industry for the processing of an indigenous primary commodity, or for 
the proce ing of a DY-pl xdduet of such industry, which would otherwise be 

isted, in order to achieve a fuller and more economic use of the applicant 
Member’s natural resources and manpower and, in the long run, to raise 
standard of living within the territory of the applicant Member, and 

is unlikely to have a harmful effect, in the long run, on international trade 

iv) is unlikely to be more restrictive of international trade than any 
other practicable and reasonable measure permitted under this Charter 


Which could be imposed without undue difficulty, and is the one most suit- 

able for the purpose having regard to the economics of the industry or 
branch of agriculture concerned and to the applicant Member’s need for 
economic development o reconstruction 

The foregoing provisions of this sub-paragraph are subject to the following 

conditions 


(1) any proposal by thé applicant Member to apply any such measure, 

th or without modification, after the end of the initial period, shall not 
be subject to the provisions of this paragraph; and 

2) the Organization shall not concur in any measure under the pro 
visions of (i), (ii) or (ill) above which is likely to cause serious prejudice 
to exports of a primary commodity on which the economy of another Mem 
ber country is largely dependent 
The applicant Member shall apply any measure permitted under sub 
paragraph (a) in such a way as to avoid unnecessary damage to the Commercial 
or economic interests of any other Member, including interests under the pro 
visions of Articles 3 and 9 
8. If the proposed measure does not fall within the provisions of paragraph 
the Member 
) may enter into direct consultations with the Member or Members 
1, in its judgment, would be materially affected by the measure. At 
the same time, the Member shall inform the Organization of such consulta- 
tions in order to afford it an opportunity to determine whether all mate 
rially affected Members are included within the consultations Upon com 
plete or substantial agreement being reached, the Member interested in tak 
ing the measure shall apply to the Organization The Organization shall 
promptly examine the application to ascertain whether the interests of all 
the materially affected Members have been duly taken into account. If the 
Organization reaches this conclusion, with or without further consultations 
between the Members concerned, it shall release the applicant Member from 
its obligations under the relevant provision of Chapter IV, subject to such 
limitations as the Organization may impose; or 
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h) may initially, or in the event f failure to reach complete or l an 
ner nent under sub-par grapl ), apply to the Organizat n The 
Organization shall promptuly trausmil the statement submitted under para 
graph 6 to the Member or Membet hich are determined by the Organiza 
on to be materially flected by the proposed measure Such Member or 
Members shall, within the time timits prescribed by the Organization, inforin 
{ hethet n the light of tl anticipated effects of the propos neasure 
on the economy ¢ f such Member country r countries, there is any objection 
o the proposed measure rhe Organization sha 
(i) if there is no objection to the proposed measure on the part of 
the aifected Member or Members, immediately release the applicant 
Member from its obligations under the relevant provision of Chapter 
IV; o1 
(ii) if there is objection, promptly examine the proposed measure, 
having regard to the provisions of this Charter, to the considerations 
sented by the applicant Member and its need for econom develop 
ment or reconstruction, to the views of tl Member or Members deter 
ined to be ! eriaily tile t ihe ( l¢ ect Which ihe proposed 
ieusure, With or without Miiticatior : Kely to | ‘ iediately 
and in the long run, on l onal trade, at mn the run, on 
the standard of living withit lw teri ! f the applicant Member 
I esult of | x ! O I I ) I n th 
proposed measure, with I theo d t ease th 
1D} nt Member fre its it . det e rel | . if 
Chapter IV, subjec Lo lel } { l l nie LLL TPONE 
% If, in anticipation of the coneuw nce of the On i ‘ ! of 
measure referred to in paragraph 6, there should be increase reatened 
se in the imports of any product concerned, in products n be 
direc substituted therefor, so substantial as to jeopardize the est; hm 
development or reconstruction of the industry or branch of agricultu ncerned, 
nd if no preventive measures consistent with this Charter ean be found which 
em likely to prove etlective, the applicant Member may. afte! nforming and 
1 practicable consulting with, the Organization, adopt such other m sures as 
situation may require, pending a decision by the Organization on the Mem 
ber’s appli ation: Provided that such measures do not reduce imports | ow the 
level obtaining in the most recent representative period preceding the date on 
Which notification was given under paragraph 6 
10. The Organization shall, at the earliest opportunity but ordinarily within 


een days after receipt of an application under the provisions of paragraph 7 or 
ib-paragraph (a) or (b) of paragraph 8, advise the applicant Member of the 
a eb which it will be notified whether or not it is released from the relevant 
ligation. This shall be the earliest practicable date and not later than ninety 
ivys after receipt of such application; Provided that, if 
arise before the date set, the period may be extended after consultatior ith the 
applicant Member. If the applicant Member is not so notified by the date set, it 
may, after informing the Organization, institute the proposed measure 


unforeseen diffieulties 


ARTICLE 14. TRANSITIONAL MEASURES 


Any Member may maintain any non-discriminatory protective measure af 
fecting imports which has been imposed for the establishment, development or 


econstruction of a particular industry or branch of agriculture and which is not 
otherwise permited by this Charter, provided that notification has been given of 
such measure and of each product to which it relates: 

(a) in the case of a Member signatory to the Final Act of the Second Ses 
sion of the Preparatory Committee of the United Nations Conference on 
Trade and Employment, not later than October 10, 1947, in respect of meas 
ures in force on September 1, 1947, subject to decisions made under paragraph 
6 of Article XVIII of the General Agreement of Tariffs and Trade; except 
that if in special circumstances the CONTRACTING Parties to that Agreement 
agree to dates other than those specified in this sub-paragraph, such other 
dates shall appTy 

(b) in the case of any other Member, not later than the day on which it 
deposits its instrument of acceptance of this Charter, in respect of measures 
in force on that day or on the day of the entry into force of the Charter, 
whichever is the earlier ; 
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and provided further that notification has been given under sub-paragraph (a) 
to the other signatories to the Final Act of the Second Session of the Preparator 
Committee of the United Nations Conference on Trade and Employment and under 
sub-paragraph (0) to the Organization, or, if the Charter has not entered into 
force on the day of such notification, to the signatories to the Final Act of the 
United Nations Conference on Trade and Employment 

2. Any Member maintaining any such measure, other than a measure approved 
by the CONTRACTING ParTIEeS to the General Agreement under paragraph 6 of 
Article XVIII of that Agreement, shall, within one month of becoming a Member 
of the Organization, submit to it a statement of the considerations in support of 
the maintenance of the measure and the period for which it wishes to maintain if 
The Organization shall, as soon as possible, but in any case within twelve months 
of such Member becoming a Member of the Organization. examine and give a 
decision concerning the measure as if it had been submitted to the Organization 
for its coneurrence under Article 13 

3. Any measure, approved in accordance with the provisions of Article XVIII of 
the General Agreement, and which is in effect at the time this Charter enters 
nto force, may remain in effect thereafter, subject to the conditions of any such 
approval and, if the Organization so decides, to review by the Organization. 

4. This Article shall not apply to any measure relating to a product in respect 
of which the Member has assumed an obligation through negotiations pursuant 
to Chapter LV. 

5. In cases where the Organization decides that a measure should be modified 
or withdrawn by a specified date, it shall have regard to the possible need of a 
Member for a period of time in which to make such modification or withdrawal. 


ARTICLE 15. PREFERENTIAL AGREEMENTS FOR ECONOMIC DEVELOPMENT AND RECON- 
STRUCTION 


1. The Members recognize that special circumstances, including the need for 
economic development or reconstruction, may justify new preferential agree- 
ments between two or more countries in the interest of the programmes of eco- 
nomic development or reconstrutcion of one or more of them. 

2. Any Member contemplating the conclusion of such an agreement shall com- 
municate its intention to the Organization and provide it with the relevant. infor- 
mation to enable it to examine the proposed agreement. The Organization shall 
promptly communicate such information to all Members. 

3. The Organization shall examine the proposal and, by a two-thirds majority 
of the Members present and voting. may grant, subject to such conditions as it 
may impose, an exception to the provisions of Article 16 to permit the proposed 
agreement to become effective 

+. Notwithstanding the provisions of paragraph 3, the Organization shall au- 
thorize, in accordance with the provisions of paragraphs 5 and 6, the necessary 
departure from the provisions of Article 16 in respect of a proposed agreement 
between Members for the establishment of tariff preferences which it determines 
to fulfil the following conditions and requirements: 

(a) the territories of the parties to the agreement are contiguous one 
with another, or all parties belong to the same economic region ; 

(b) any preference provided for in the agreement is necessary to ensure a 
sound and adequate market for a particular industry or branch of agricul- 
ture which is being, or is to be, created or reconstructed or substantially 
developed or substantially modernized ; 

(c) the parties to the agreement undertake to grant free entry for the 
products of the industry or branch of agriculture referred to in sub-para- 
graph (6) or to apply customs duties to such products sufficiently low to 
ensure that the objectives set forth in that sub-paragraph will be achieved; 

(7) any compensation granted to the other parties by the party receiving 
preferential treatment shall, if it is a preferential concession, conform with 
the provisions of this paragraph ; 

(e) the agreement contains provisions permitting on terms and conditions 
to be determined by negotiation with the parties to the agreement, the ad- 
herence of other Members, which are able to qualify as parties to the agree- 
ment under the provisions of this paragraph, in the interest of their pro- 
grammes of economic development or reconstruction. The provisions of 
Chapter VIIT may be invoked by such a Member in this respect only on the 
ground that it has been unjustifiably excluded from participation in such an 
agreement; 
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(f) the agreement cotnains provisions for its termination within a period 
necessary for the fulfilment of its purposes but, in any case, not later than at 
the end of ten years; any renewal shall be subject to the approval of the Or- 
vanization and no renewal shall be for a longer period than five years. 

5. When the Organization, upon the application of a Member and in accord- 

ance with the provisions of paragraph 6, approves a margin of preference as an 

eption to Article 16 in respect of the products covered by the proposed agree- 

nt, it may, as a condition of its approval, require a reduction in an unbound 

favored-nation rate of duty proposed by the Member in respect of any 

duct so covered, if in the light of the representations of any affected Member 
onsiders that rate excessive. 

a) If the Organization finds that the proposed agreement fulfils the condi- 

s and requirements set forth in paragraph 4 and that the conclusion of the 

eement is not likely to cause substantial injury to the external trade of a Mem- 

‘country not party to the agreement, it shall within two months authorize the 

parties to the agreement to depart from the provisions of Article 16, as regards 

he products covered by the agreement If the Organization does not give a 

ruling within the specified period, its authorization shall be regarded as having 

automatically granted 
(b) If the Organization finds that the proposed agreement, while fulfilling the 
ditions and requirements set forth in paragraph 4, is likely to cause substan- 
injury to the external trade of a Member country not party to the agree- 
nt, it shall inform interested Members of its findings and shall require the 

Members contemplating the conclusion of the agreement to enter into negotiations 

ith that Member. When agreement is reached in the negotiations, the Organ- 
ization shall authorize the Members contemplating the conclusion of the pref- 
erential agreement to depart from the provisions of Article 16 as regards the 
products covered by the preferential agreement. If, at the end of two months 
from the date on which the Organization suggested such negotiations, the nego- 
tiations have not been completed and the Organization considers that the injured 

Member is unreasonably preventing the conclusion of the negotiations, it shall 

authorize the necessary departure from the provisions of Article 16 and at the 

same time shall fix a fair compensation to be granted by the parties to the agree- 
mext to the injured Member or, if this is not possible or reasonable, prescribe 
such modification of the agreement as will give such Member fair treatment. 

Che provisions of Chapter VIII may be invoked by such Member only if it does 

not accept the decision of the Organization regarding such compensation 

(c) If the Organization finds that the proposed agreement, while fulfilling the 
conditions and requirements set forth in paragraph 4, is likely to jeopardize the 
economic position of a Member in world trade, it shall not authorize any de 
parture from the provisions of Article 16 unless the parties to the agreement 
have reached a mutually satisfactory understanding with that Member. 

(d) If the Organization finds that the prospective parties to a regional prefer- 
ential agreement hue, prior to November 21, 1947, obtained from countries rep- 
resenting at least two-thirds of their import trade the right to depart from most- 
favored-nation treatment in the cases envisaged in the agreement, the Organiza- 
tion shall, without prejudice to the conditions governing the recognition of such 
right, grant the authorization provided for in paragraph 5 and in sub-paragraph 
(a) of this paragraph, provided that the conditions and requirements set out 
in sub-paragraphs (a), (c) and (f) of paragraph 4 are fulfilled. Nevertheless, if 
the Organization finds that the external trade of one or more Member countries, 
Which have not recognized this right to depart from most-favored-nation treat- 
ment, is threatened with substantial injury, it shall invite the parties to the 
agreement to enter into negotiations with the injured Member, and the provisions 
of sub-paragraph (0b) of this paragraph shall apply. 


CHAPTER I1V—CoMMERCIAL Policy 
Section A—Tariffs, Preferences, and Internal Taxation and Regulation 


ARTICLE 16. GENERAL MOST-FAVOURED-NATION TREATMENT 


1. With respect to customs duties and charges of any kind imposed on or in 
connection with importation or exportation or imposed on the international 
transfer of payments for imports or exports, and with respect to the method of 
levying such duties and charges, and with respect to all rules and formalities 
in connection with importation and exportation, and with respect to all matters 
within the scope of paragraphs 2 and 4 of Article 18, any advantage, favour, 
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pr ege or lTmmunity ranted by anv Member to any product ori@inating nh or 
lestined for any other country shall be accorded immediately and uncondition 





ally to the like product originating in or destined for all other Member countries 


Phe prov ms of paragraph 1 shall not require the elimination, except a 
p idled i Article 17, of any preferences in respect of import duties or charge 
which do not exceed the marg provided for in paragraph 4 and which fa 
with the following descriptions 
(a) preferences in force exclusively between two or more of the territories 
ted in Annex A, subject to the conditions set forth therein; 
! references in force exclusively between two or more territories which 
July 1, 1939 were connected by common sovereignty or relations of pro 
ection o1 izerainty and which are listed in Annexes B, C, D and EB; 
preference n force exclusively between the United States of Americ: 
and the Republic of Cuba 
(d) preferences in force exclusively between the Republic of the Phillip 
pines and the United States of America, including the dependent territories 
he latte 
retere es in for exclusively between neighboring countries listed 
n Annexes F, G, H, I and J 
The provisic of paragraph 1 shall not apply to preferences between the 
countries formerly a part of the Ottoman Empire and detached from it on July 
24, 1925, provided h preferences fulfil the applicable requirements of Article 15 


+. The margin of preference on any product in respect of which a preference 
is permitted under paragraph 2 shall not exceed (@) the maXimum margin pro 
ided for under the General Agreement on Tariffs and Trade or any subsequent 
ope tive agreement resulting from negotiations under Article 17, or (6b) if not 
provided for under such agreements, the nargin existing either on April 10, 1947, 
or on anv eurlier date established for a Member as au basis for negotiating the 
General Agreement on Tariffs and Trade, at the option of such Membe1 
» The imposition of a margin of tariff preference not in excess of the amount 
necessary to compensate for the elimination of a margin of preference in an in 
ternal tax existing on April 10, 1947, exclusively between two or more of the 
territories in respect of which preferential import duties or charges are permitted 
under paragraph 2, shall not be deemed to be contrary to the provisions of this 
Article, it being understood that any such margin of tariff preference shall be 
subject to the provisions of Article 17. 


ARTICLE 17 REDUCTION OF TARIFFS AND ELIMINATION OF PREFERENCES 


1. Each Member shall, upon the request of any other Member or Members, and 
subject to procedural arrangements established by the Organization, enter into 
and carry out with such other Member or Members negotiations directed to the 
substantial reduction of the general levels of tariffs and other charges on imports 
and exports, and to the elimination of the preferences referred to in paragraph 
2 of Article 16, on a reciprocal and mutually advantageous basis. 

2. The negotiations provided for in paragraph 1 shall proceed in accordance 
with the following rules 

(a) Such negotiations shall be conducted on a selective product-by-product 
basis which will afford adequate opportunity to take into account the needs 
of individual countries and individual industries. Members shall be free 
not to grant concessions on particular products and, in the granting of a 
concession, they may reduce the duty, bind it at its then existing level, or 
undertake not to raise it above a specified higher level. 

(b) No Member shall be required to grant unilateral concessions, or 

grant concession to other Members without receiving adequate conces- 

ns in return. Account shall be taken of the value to any Member of 
obtaining in its own right and by direct obligation the indirect Concessions 
which it would otherwise enjoy only by virtue of Article 16. 

(c) In negotiations relating to any specific product with respect to which 
a preference applies, 

(i) when a reduction is negotiated only in the most-favoured-nation 
rate, such reduction shall operate automatically to reduce or eliminate 
the margin of preference applicable to that product; 

(ii) when a reduction is negotiated only in the preferential rate, 
the most-favoured-nation rate shall automatically be reduced to the 
extent of such reduction ; 


to 
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(iii) when it is agreed that reductions will be negotiated in both 
the most-favoured-nation rate and the preferential rate, the reduction 
in each shall be that agreed by the parties to the negotiations; 

(iv) no margin of preference shall be increased 

(d) The binding against increase of low duties or of duty-free treatment 
shall in principle be recognized as a concession equivalent in value to the 
substantial reduction of high duties or the elimination of tariff preferences. 

(ce) Prior international obligations shall not be invoked to frustrate the 
requirement under paragraph 1 to negotiate with respect to preferences, 
it being understood that agreements which result from such negotiations 
and which conflict with such obligations shall not require the modification 
or termination of such obligations except (i) with the consent of the parties 
to such obligations, or, in the absence of such consent, (ii) by modification 
or termination of such obligations in accordance with their terms 

8. The negotiations leading to the General Agreement on Tariffs and Trade, 
oncluded at Geneva on October 30, 1947, shall be deemed to be negotiations 
pursuant to this Article The concessions agreed upon as a result of all other 
ations completed by a Member pursuant to this Article shall be incorpo 
rated in the General Agreement on terms to be agreed with the parties thereto. 
If any Member enters into any agreement relating to tariffs or preferences which 
s not concluded pursuant to this Article, the negotiations leading to such agree- 
ment shall nevertheless conform to the requirements of paragraph 2 (¢) 

1. (a) The provisions of Article 16 shall not prevent the operation of para- 
graph 5 (0) of Article XXV of the General Agreement on Tariffs and Trade, as 
amended at the First Session of the CONTRACTING PARTIES 

b) If a Member has failed to become a contracting party to the General 
Agreement within two years from the entry into force of this Charter with re- 
spect to such Member, the provisions of Article 16 shall cease to require, at 
the end of that period, the application to the trade of such Member country 
of the concessions granted, in the appropriate Schedule annexed to the General 
Agreement, by another Member which has requested the first Member to nego 
tiate with a view to becoming a contracting party to the General Agreement but 
has not successfully concluded negotiations : Provided that the Organization may, 
by a majority of the votes cast, require the continued application of such con- 
cessions to the trade of any Member country which has been unreasonably pre- 
vented from becoming a contracting party to the General Agreement pursuant 
to negotiations in accordance with the provisions of this Article 

(c) If a Member which is a contracting party to the General Agreement 
proposes to withhold tariff concessions from the trade of a Member country 
which is not a contracting party, it shall give notice in writing to the Organi- 
zation and to the affected Member. The latter Member may request the Organi- 
zation to require the continuance of such concessions, and if such a request 
has been made the tariff concessions shall not be withheld pending a decision 
by the Organization under the provisions of sub-paragraph (6) of this paragraph. 

(d@) In any determination whether a Member has been unreasonably pre- 
vented from becoming a contracting party to the General Agreement, and in 
any determination under the provisions of Chapter VIII whether a Member 

is failed without sufficient justification to fulfil its obligations under paragraph 
lof this Article, the Organization shall have regard to all relevant circumstances, 
neluding the developmental, reconstruction and other needs, and the general 
fiscal structures, of the Member countries concerned and to the provisions of the 
Charter as a whole. 

(e) If such concessions are in fact withheld, so as to result in the application 
to the trade of a Member country of duties higher than would otherwise have 
been applicable, such Member shall then be free, within sixty davs after such 
action becomes effective, to give written notice of withdrawal from the Organi- 
zation. The withdrawal shall become effective upon the expiration of sixty 
days from the day on which such notice is received by the Director-General 


egotl 


ARTICLE 18. NATIONAL TREATMENT ON INTERNAL TAXATION AND REGULATION 


1. The Members recognize that internal taxes and other internal charges, and 
laws, regulations and requirements affecting the internal sale, offering for sale, 
purchase, transportation, distribution or use of products, and internal quanti- 
tative reculations requiring the mixture, processing or use of products in specified 
amounts or proportions, should not be applied to imported or domestic products 
so as to afford protection to domestie production 
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2. The products of any Member country imported into any other Member 
country shall not be subject, directly or indirectly, to internal taxes or other 
internal charges of any kind in excess of those applied, directly or indirectly, to 
ike domest products. Moreover, no Member shall otherwise apply interna 
taxes or other internal charges to imported or domestic products in a manner 
contrary to the principles set forth in paragraph 1. 

With respect to any existing internal tax which is inconsistent with the 
provisions of paragraph 2 but which is specifically authorized under a trade 
reement, in force on April 10, 1947, in which the import duty on the taxed 
product is bound against increase, the Member imposing the tax shall be free to 
postpone the application of the provisions of paragraph 2 to such tax until such 
time as it can obtain release from the obligations of such trade agreement in 
order to permit the increase of such duty to the extent necessary to compensate 
for the elimination of the protective element of the tax. 

4. The products of any Member country imported into any other Member 
country shall be accorded treatment no less favourable than that accorded to 
ke products of national origin in respect of all laws, regulations, and require 


men ffecting their internal sale, offering for sale, purchase, transportation, 
distribution or use. The provisions of this paragraph shall not prevent the 
ap ition of differential internal transportation charges which are based ex- 


clusively on the economic operation of the means of transport and not on the 
nationality of the product 

5. No Member shall establish or maintain any internal quantitative regulation 
relating to the mixture, processing or use of products in specified amounts or 

portions which requires, directly or indirectly, that any specified amount or 
proportion of any product which is the subject of the regulation must be supplied 
from domestic sources. Moreover, no Member shall otherwise apply internal 
quantitative regulations in a manner contrary to the principles set forth in 
paragraph 1 

6. The provisions of paragraph 5 shall not apply to any internal quantitative 

regulation in force in any Member country on July 1, 1989, April 10, 1947 or on 
the date of this Charter, at the option of that Member; Provided that any such 
regulation which is contrary to the provisions of paragraph 5 shall not be modi- 
fied to the detriment of imports and shall be subject to negotiation and shall 
accordingly be treated as a customs duty for the purposes of Article 17. 
7. No internal quantitative regulation relating to the mixture, processing or 
use of products in specified amounts or proportions shall be applied in such a 
manner as to allocate any such amount or proportion among external sources 
of supply 

8. (a) The provisions of this Article shall not apply to laws, regulations or 
requirements governing the procurement by governmental agencies of products 
purchased for governmental purposes and not with a view to commercial resale 
or With a view to use in the production of goods for commercial sale. 

(b) The provisions of this Article shall not prevent the payment of subsidies 
exclusively to domestic producers, including payments to domestic producers 
derived from the proceeds of internal taxes or charges applied consistently with 
the provisions of this Article and subsidies effected through governmental pur- 
chases of domestic products. 

9%. The Members recognize that internal maximum price control measures, 
even though conforming to the other provisions of this Article, can have effects 
prejudicial to the interests of Member countries supplying imported products. 
Accordingly, Members applying such measures shall take account of the interests 
of exporting Member countries with a view to avoiding to the fullest practicable 
extent such prejudicial effects. 


ARTICLE 19, SPECIAL PROVISIONS RELATING TO CINEMATOGRAPH FILMS 


The provisions of Article 18 shall not prevent any Member from establishing 
or maintaining internal quantitative regulations relating to exposed cinemat- 
ograph films. Any such regulations shall take the form of screen quotas which 
shall conform to the following conditions and requirements: 

(a) Screen quotas may require the exhibition of cinematograph films of 
national origin during a specified minimum proportion of the total screen 
time actually utilized over a specified period of not less than one year, in 
the commercial exhibition of all films of whatever origin, and shall be 
computed on the basis of screen time per theatre per year or the equivalent 
thereof. 





”— 
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(bv) With the exception of screen time reserved for films of national 
origin under a screen quota, screen time, including screen time released by 
administrative action from time reserved for films of national origin, shall 
not be allocated formally or in effect among sources of supply. 

(c) Notwithstanding the provisions of subparagraph (b) any Member 
may maintain screen quotas conforming to the requirements of sub-para- 
graph (a) which reserve a minimum proportion of screen time for films of a 
specified origin other than that of the Member imposing such screen quotas; 
Provided that such minimum proportion of screen time shall not be increased 
above the level in effect on April 10, 1947. 

(d) Screen quotas shall be subject to negotiation and Shall accordingly 
be treated as customs duties for the purposes of Article 17. 


Section B—Quantitative Restrictions and Related Exchange Matters 
ARTICLE 20. GENERAL ELIMINATION OF QUANTITATIVE RESTRICTIONS 


1. No prohibitions or restrictions other than duties, taxes or other charges, 
whether made effective through quotas, import or export licenses or other 
neasures, Shall be instituted or maintained by any Member on the importation 
of any product of any other Member country or on the exportation or sale for 
export of any product destined for any other Member country 

2. The provisions of paragraph 1 shall not extend the following: 

(a) export prohibitions or restrictions applied for the period necessary 
to prevent or relieve critical shortages of foodstuffs or other products essen- 
tial to the exporting Member country ; 

(0) import and export prohibitions or restrictions necessary to the appli- 
cation of standards or regulations for the classification, grading or market- 
ing of commodities in international trade; if, in the opinion of the Organiza- 
tion, the standards or regulations adopted by a Member under this sub- 
paragraph have an unduly restrictive effect on trade, the Organization may 
request the Member to revise the standards or regulations; Provided that it 
shall not request the revision of standards internationally agreed pursuant 
to recommendations made under paragraph 7 of Article 39; 

(c) import restrictions on any agricultural or fisheries product, imported 
in any form, necessary to the enforcement of governmental measures which 
operate effectively : 

(i) to restrict the quantities of the like domestic product permitted 
to be marketed or produced, or, if there is no substantial domestic pro- 
duction of the like product, of a domestic agricultural or fisheries 
product for which the imported product can be directly substituted; or 

(ii) to remove a temporary surplus of the like domestic product, or, 
if there is no substantial domestic production of the like product, of a 
domestic agricultural or fisheries product for which the imported prod- 
uct can be directly substituted, by making the surplus available to cer- 
tain groups of domestic consumers free of charge or at prices below 
the current market level; or 

(iii) to restrict the quantities permitted to be produced of any animal 
product the production of which is directly dependent, wholly or mainly, 
on the imported commodity, if the domestic production of that com- 
modity is relatively negligible. 

3. With regard to import restrictions applied under the provisions of para- 
graph 2 (c): 

(a) such restrictions shall be applied only so long as the governmental 
measures referred to in paragraph 2 (c) are in force, and, when applied to 
the import of products of which domestic supplies are available during only 
a part of the year, shall not be applied in such a way as to prevent their 
import in quantities sufficient to satisfy demand for current consumption 
purposes during those periods of the year when like domestic products, or 
domestic products for which the imported product can be directly sub- 
stituted, are not available; 

(b) any Member intending to introduce restrictions on the importation 
of any product shall, in order to avoid unnecesSary damage to the interests 
of exporting countries, give notice in writing as far in advance as prac- 
ticable to the Organization and to Members having a substantial interest 
in supplying that product, in order to afford such Members adequate oppor- 
tunity for consultation in accordance with the provisions of paragraphs 
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2 (d) and 4 of Article 22, before the restrictions enter into force At the re 
quest of the importing Member concerned, the notification and any informa 
be kept strictly confidential 

) any Member applying such restrictions shall give public notice of the 


on disclosed during the consultations shall 


total quantity or value of the product permitted to be imported during a 
specified future period and of any change in such quantity or value 
(d) any restrictions applied under paragraph 2 (¢c) (i) shall not be such 


is will reduce the total of imports relative to the total of domestic production 
s compared with the proportion which might reasonably be expected to rule 
etween the two in the absence of restrictions. In determining this propo 
tion, the Member applying the restrictions shall pay due regard to the 


mn revalling during a previous representative period and to any 


i 


factors which may have affected or may be affecting the trade in the 
product concerned. 





t. Throughout this Section the terms “import restrictions” and “export re 
include restrictions made effective through state-trading operations 
ARTICLI 1 RESTRICTIONS O SAFEBGUARD THE BALANCE OF PAYMENTS 
] Che Members recognize tha 
) it primarily the responsibility of each Member to safe rd its 
ternal financial position and to achieve and maintain stable equil u ir 





yilance of payments ; 

an adverse balance of payments of one Member country may have 
portant effects on the trade nd balance of payments of other M 
if it results in, or may lead to, the imposit on by the Member of 
restrictions affecting international trade 

(c) the balance of payments of each Member country is of concern to 
ther Members, and there re it is desirable that the Organization should 


emi 


promote consultations among Members and, where possible, agreed action 
onsistent ith this Charter for the purpose of correcting a maladjustment 
in the balance of payments; and 
d) action taken to restore stable equilibrium in the balance of payments 
ld, so far as the Member or Members concerned find possible, employ 
methods which expand rather than contract international trade 
2. Notwithstanding the provisions of paragraph 1 of Article 20, any Member 
in order to safeguard its external financial position and balance of payments, may 
restrict the quantity or value of merchandise permitted to be imported, subject to 
the provisions of the following paragraphs of this Article 
3. (a) No Member shall institute, maintain or intensify import restrictions 
under this Article except to the extent necessary 
(i) to forestall the imminent threat of, or to stop, a serious decline in its 





monetary reserves, or 
(ii) in the case of a Member with very low monetary reserves, to achieve 
1 reasonable rate of increase in its reserves 

Due regard shall be paid in either case to any special factors which may be 
affecting the Member’s reserves or need for reserves, including, where special 
external credits or other resources are available to it, the need to provide for 
the appropriate use of such credits or resources 

(b) A Member applying restrictions under sub-paragraph (a) shall pro- 
gressively relax and ultimately eliminate them, in accordance with the provisions 
of that sub-paragraph, as its external financial position improves. This pro 
vision shall not be interpreted to mean that a Member is required to relax or 
remove such restrictions if that relaxation or removal would thereupon produce 
conditions justifying the intensification or institution, respectively, of restrictions 
under sub-paragraph (a) 

(c) Members undertake: 

(i) not to apply restrictions so as to prevent unreasonably the importation 
of any description of merchandise in minimum commercial quantities the 
exclusion of which would impair regular channels of trade, or restrictions 
which would prevent the importation of commercial samples or prevent the 
importation of such minimum quantities of a product as may be necessary 
to obtain and maintain patent, trade mark, copyright or similar rights under 
industrial or intellectual property laws; 

(ii) to apply restrictions under this Article in such a way as to avoid 
unnecessary damage to the commercial or economic interests of any other 
Member, including interests under Articles 3 and 9 
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4 (a) The Members recognize that in the early years of the Organization all 
them will be confronted in varying degrees with problems of economic adjast 
nent resulting from the war During this period the Organization shall, when 
equired to take decisions under this Artic or under Article 23, take fu iccount 
the difficulties of post-war adjustment and of the need whit 1 Member may 
ve to use import restrictions as a step towards the restoration of equil rium 


n its balance of payments on a sound and lasting basis 
i) The Members recognize that, as a result of domestie policies directed 
ard the fulfillment of a Member’s obligations under Article 3 relating to the 
hievernent and maintenance of full and productive employment and large and 
<tendily growing demand, or its obligations under Article 9 relating to the recon- 
m or development of industrial and other economic resources and to the 
sing of standards of productivity, such a Member may find that demands for 


eign exchange on account of Imports and other current payments are a sorbing 


the foreign ex¢ hange resources currently aval ble to it nh such a manne is to 
exercise pressure on itS monetary reserves whi h would justify the institution 
naintenance of restrictions under paragraph 3 of this Article Accordingly, 

i) no Member shall be required to withdraw or modify restrictions which 


it is applying under this Article on the ground that a change in such policies 
would render these restrictions unnecessary ; 

(ii) any Member applying import restrictions under this Article may de- 
termine the incidence of the restrictions on imports of different products or 
classes of products in such a way as to give priority to the importation of 
those products which are more essential in the light of such poicties 
)} Members undertake, in carrying out their domestic policies, to pay due 

vard to the need for restoring equilibrium in their balance of payments on a 
nd and lasting basis and to the desirability of assuring an economic employ 
produ 
(a) Any Member which is not applying restrictions under this Article, but 


! 


tive resources 


isidering the need to do so, shall, before instituting such restrictions (or, 


reumstances in which prior consultation is mp ac ticable, immediately after 
loing so), consult with the Organization as to the nature of its balance-of-pay 





nts difficulties, alternative corrective measures which may be available, : 
e possible effect of such measures on the economies of other Members No 
Member shall be required in the course of consultations under this sub-paragraph 


t} 


ndicate in advance the choice or timing of any particular measure which it 
y ultimately determine to adopt. 
b) The Organization may at any time invite any Member which is apply 


I ng 


mport restrictions under this Article to enter into such consultations with it 
nd shall invite anv Member substantially intensifying such restrictions to con 
ult within thirty days. A Member thus invited shall participate in the con 
ons. The Organization may invite any other Member to take part in the 
nsultations. Not later than two years from the day on which this Charter 
nters into force, the Organization shall review all restrictions existing on that 
lay and still applied under this Article at the time of the review 
(c) Any Member may consult with the Organization with a view to obtaining 
the prior approval of the Organization for restrictions which the Member pro 
poses, under this Article, to maintain, intensify or institute, or for the mainte 
nance, intensification or institution of restrictions under specified future con 
ditions. As a result of such consultations, the Organization may approve it 
advance the maintenance, intensification or institution of restrictions by the 
Member in question in so far as the general extent, degree of intensity and 
duration of the restrictions are concerned. To the extent to which such approval 
has been given, the requirements of sub-paragraph (a) of this paragraph shall be 
deemed to have been fulfilled, and the action of the Member applying the re 
Strictions shall not be open to challenge under sub-paragraph (d) of this para 
graph on the ground that such action is inconsistent with the provisions of sub 
paragraphs (a) and (0) of paragraph 8. 
(d) Any Member which considers that another Member is applying restrictions 
under this Article inconsistently with the provisions of paragraphs 3 or 4 of this 
Article or with those of Article 22 (subject to the provisions of Article 23) may 





bring the matter to the Organization for discussion; and the Member applying 
the restrictions shall participate in the discussion. If, on the basis of the case 
presented by the Member initiating the procedure, it appears to the Organization 
that the trade of that Member is adversely affected, the Organization shall sub- 
mit its views to the parties with the aim of achieving a settlement of the matter 
in question which is satisfactory to the parties and to the Organization. If no 
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such settlement is reached and if the Organization determines that the restric 
tions are being applied inconsistently with the provisions of paragraphs 3 or 4 
of this Article or with those of Article 22 (subject to the provisions of Article 
23), the Organization shall recommend the withdrawal or modification of the 
restrictions. If the restrictions are not withdrawn or modified in accordance 
with the recommendation of the Organization within sixty days, the Organization 
may release any Member from specified obligations or concessions under or pur- 
suant to this Charter towards the Member applying the restrictions. 

(e) In consultations between a Member and the Organization under this para- 
graph there shall be full and free discussion as to the various causes and the 
nature of the Member’s balance-of-payments difficulties. It is recognized that 
premature disclosure of the prospective application, withdrawal or modification 
of any restrictions under this Article might stimulate speculative trade and 
financial movements which would tend to defeat the purposes of this Article. 
Accordingly, the Organization shall make provision for the observance of the 
utmost secrecy in the conduct of any consultation. 

6. If there is a persistent and widespread application of import restrictions 
under this Article, indicating the existence of a general disequilibrium which is 
restricting international trade, the Organization shall initiate discussions to con- 
sider whether other measures might be taken, either by those Members whose 
balances of payments are under pressure or by those Members whose balances of 
payments are tending to be exceptionally favourable, or by any appropriate inter- 
governmental organization, to remove the underlying causes of the disequilibrium 
On the invitation of the Organization, Members shall participate in such 


discussions. 


ARTICLE 22. NON-DISCRIMINATORY ADMINISTRATION OF QUANTITATIVE RESTRICTIONS 


1. No prohibition or restriction shall be applied by any Member on the importa- 
tion of any product of any other Member country or on the exportation of any 
product destined for any other Member country, unless the importation of the like 
product of all third countries or the exportation of the like product to all third 
countries is similarly prohibited or restricted. 

2. In applying import restrictions to any product, Members sball aim at a dis- 
tribution of trade in such product approaching as closely as possible to the shares 
which the various Member countries might be expected to obtain in the absence 
of such restrictions, and to this end shall observe the following provisions: 

(a) wherever practicable, quotas representing the total amount of per- 
mitted imports (whether allocated among supplying countries or not) shall 
be fixed, and notice given of their amount in accordance with paragraph 8 (b) ; 

(Db) in cases in which quotas are not practicable, the restrictions may be 
applied by means of import licences or permits without a quota; 

(c) Members shall not, except for purposes of operating quotas allocated 
in accordance with sub-paragraph (d) of this paragraph, require that import 
licences or permits be utilized for the importation of the product concerned 
from a particular country or source; 

(d) in cases in which a quota is allocated among supplying countries, the 
Member applying the restrictions may seek agreement with respect to the 
allocation of shares in the quota with all other Members having a substantial 
interest in supplying the product concerned. In cases in which this method 
is not reasonably practicable, the Member concerned shall allot to Member 
countries having a substantial interest in supplying the product shares of the 
total quantity or value of imports of the product based upon the proportions 
supplied by such Member countries during a previous representative period, 
due account being taken of any special factors which may have affected or 
may be affecting the trade in the product. No conditions or formalities shall 
be imposed which would prevent any Member country from utilizing fully the 
share of any such total quantity or value which has been allotted to it, subject 
to importation being made within any prescribed period to which the quota 
may relate. 

3. (a) In the case of import restrictions involving the granting of import 
licences, the Member applying the restrictions shall provide, upon the request of 
any Member having an interest in the trade in the product concerned, all relevant 
information concerning the administration of the restrictions, the import licences 
granted over a recent period and the distribution of such licences among supply- 
ing countries: Provided that there shall be no obligation to supply information as 
to the names of importing or supplying enterprises. 
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(b) Inthe case of import restrictions involving the fixing of quotas, the Member 
ipplying the restrictions shall give public notice of the total quantity or value of 
the product or products which will be permitted to be imported during a specified 
future period and of any change in such quantity or value. Any supplies of the 
nroduct in question which were en route at the time at which public notice was 
given shall not be excluded from entry ; Provided that they may be counted, so far 

s practicable, against the quantity permitted to be imported in the period in ques- 
tion, and also, where necessary, against the quantities permitted to be imported 
n the next following period or periods, and Provided further that if any Member 
customarily exempts from such restrictions products entered for consumption or 
withdrawn from warehouse for consumption during a period of thirty days after 
he day of such public notice, such practice shall be considered full compliance 
ith this sub-paragraph. 

(c) In the case of quotas allocated among supplying countries, the Member 
ipplying the restrictions shall promptly inform all other Members having an 
nterest in supplying the product concerned of the shares in the quota currently 
illocated, by quantity or value, to the various supplying countries and shall give 
ublic notice thereof. 

(@) If the Organization finds, upon the request of a Member, that the interests 
f that Member would be seriously prejudiced by giving, in regard to certain prod- 
iets, the public notice required under sub-paragraphs (0b) and (c) of this para- 
graph, by reason of the fact that a large part of its imports of such products is 
upplied by non-Member countries, the Organization shall release the Member 
from compliance with the obligations in question to the extent and for such time 
s it finds necessary to prevent such prejudice. Any request made by a Member 
irsuant to this sub-paragraph shall be acted upon promptly by the Organization. 

t. With regard to restrictions applied in accordance with the provisions of 
paragraph 2 (d) of this Article or under the provisions of paragraph 2 (c) of 
Article 20, the selection of a representative period for any product and the 
praisal of any special factors affecting the trade in the product shall be 
ide initially by the Member applying the restrictions; Provided that such 
Member shall, upon the request of any other Member having a substantial interest 
in supplying that product; or upon the request of the Organization, consult 
mptly with the other Member or the Organization regarding the need for an 
:djustment of the proportion determined or of the base period selected, or for the 
re-appraisal of the special factors involved, or for the elimination of conditions, 
malities or any other provisions established unilaterally with regard to the 
ocation of an adequate quota or its unrestricted utilization. 

5. The provisions of this Article shall apply to any tariff quota instituted or 
maintained by any Member and, in so far as applicable, the principles of this 
Article shall also extend to export restrictions, 


I 


ARTICLE 28. EXCEPTIONS TO THE RULE OF NON-DISCRIMINATION 


1. (a) The Members recognize that the aftermath of the war has brought 
difficult problems of economic adjustment which do not permit the immediate full 
achievement of non-discriminatory administration of quantitative restrictions 
and therefore require the exceptional transitional period arrangements set forth 
in this paragraph. 

(b) A Member which applies restrictions under Article 21 may, in the use 
of such restrictions, deviate from the provisions of Article 22 in a manner having 
equivalent effect to restrictions on payments and transfers for current inter- 
national transactions which that Member may at that time apply under Article 
XIV of the Articles of Agreement of the International Monetary Fund, or under 
an analogous provision of a special exchange agreement entered into pursuant to 

aragraph 6 of Article 24. 

(c) A Member which is applying restrictions under Article 21 and which on 
March 1, 1948 was applying import restrictions to safeguard its balance of pay- 
ments in a manner which deviated from the rules of non-disecrimination set forth 
in Article 22 may, to the extent that such deviation would not have been author- 
ized on that date by sub-paragraph (0b), continue so to deviate, and may adapt 
such deviation to changing circumstances. 

(d@) Any Member which before July 1, 1948 has signed the Protocol of Pro- 
visional Application agreed unon at Geneva on October 30, 1947, and which by 
such signature has provisionally accepted the principles of paragraph 1 of Article 
23 of the Draft Charter submitted to the United Nations Conference on Trade 
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and Employment by the Preparatory Committee, may elect, by written notice 
the Interim Commission of the International Trade Organization or to the Organ 
ization before January 1, 1949, to be governed by the provisions of Annex K of 
this Charter, which embodies such principles, in lieu of the provisions of sub 
paragraphs (b) and (ce) of this paragraph. The provisions of sub-paragraphs 
(bd) and (ec) shall not be applicable to Members which have so elected to be 
governed by the provisions of Annex K; and conversely, the provisions of Annex 
K shall not be applicable to Members which have not so elected. 

(e) The policies applied in the use of import restrictions under sub-paragraplis 
(b) and (c) or under Annex K in the post-war transitional period shall be 
designed to promote the maximum development of multilateral trade possible 
during that period and to expedite the attainment of a balance-of-payments posi 
tion which will no longer require resort to the provisions of Article 21 or t 
transitional exchange arrangements, 

(f) A Member may deviate from the provisions of Article 22, pusuant to sub 
paragraphs (b) or (c) of this paragraph or pursuant to Annex K, only so long 
as it is availing itself of the post-war transitional period arrangements under 
Article XIV of the Articles of Agreement of the International Monetary Fund, 
or of an analogous provision of a special exchange agreement entered into under 
paragraph 6 of Article 24. 

(g) Not later than March 1, 1950 (three years after the date on which the 
International Monetary Fund began operations) and in each year thereafter, the 
Organization shall report on any action still being taken by Members under sub 
paragraphs (6) and (c) of this paragraph or under Annex K, In March 1952, 
and in each year thereafter, any Member still entitled to take action under the 
provisions of sub-paragraph (¢) or of Annex K shall consult the Organization 
as to any deviation from Article 22 still in force pursuant to such provisions and 
as to its continued resort to such provisions. After March 1, 1952 any action 
under Annex K going beyond the maintenance in force of deviations on which 
such consultation has taken place and which the Organization has not found 
unjustifiable, or their adaptation to changing circumstances, shall be subject to 
any limitations of a general character which the Organization may prescribe in 
the light of the Member's circumstances, 

(hk) The Organization may, if it deems such action necessary in exceptional 
circumstances, make representations to any Member entitled to take action 
under the provisions of sub-paragraph (c) that conditions are favourable for 
the termination of any deviation from the provisions of Article 22, or for the 
general abandonment of deviation, under the provisions of that sub-paragraph 
After March 1, 1952, the Organization may make such representations, in excep 
tional circumstances, to any Member entitled to take action under Annex K 
‘The Member shall be given a suitable time to reply to such representations, If 
the Organization finds that the Member persists in unjustifiable deviation from 
the provisions of Article 22; the Member shall, within sixty days, limit or ter 
minate such deviations as the Organization may specify. 

2. Whether or not its transitional period arrangements have terminated pur- 
suant to paragraph 1 (f), a Member which is applying import restrictions under 
Article 21 may, with the consent of the Organization, tempurarily deviate from 
the provisions of Article 22 in respect of a small part of its external trade where 
the benetits to the Member or Members concerned substantially outweigh any 
injury which may result to the trade of other Members. 

3’. The provisions of Article 22 shall not preelude restrictions in accordance 
with the provisions of Article 21 which either 

(a) are applied against imports from other countries, but not as among 
themselves, by a group of territories having a common quota in the Inter 
national Monetary Fund, on condition that such restrictions are in all other 
respects consistent with the provisions of Article 22, or 

(0) assist, in the period until December 31, 1951, by measures not involving 
substantial departure from the provisions of Article 22, another country 
whose economy has been disrupted by war. 

4. A Member applying import restrictions under Article 21 shall not be pre- 
cluded by this Section from applying measures to direct its exports in such a 
manner as to increase its earnings of currencies which it can use without 
deviation from the provisions of Article 22 
5. A Member shall not be precluded by this Section from applying quantitative 
restrictions 

(a) having equivalent effect to exchange restrictions authorized under 
Section 3 (b) of Article VII of the Articles of Agreement of the International 
Monetary Fund; or 
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(b) under the preferential arrangements provided for in Annex A of this 
Charter, pending the outcome of the negotiations referred to therein. 


ARTICLE 24. RELATIONSHIP WITH THE INTERNATIONAL MONETARY FUND AND 
EXCHANGE ARRANGEMENTS 


1. The Organization shall seek co-operation with the International Monetary 
Fund to the end that the Organization and the Fund may pursue a co ordinated 
policy with regard to exchange questions within the jurisdiction of the fund and 
questions of quantitative restrictions and other trade measures W ithin the juris- 
diction of the Organization. 

» In all cases in which the Organization is called upon to consider or deal with 
problems con erning monetary reserves, balance of payments or foreign exchange 
arrangements, the Organization shall consult fully with the Fund. In such 
consultation, the Organization shall accept all findings of statistical and other 
facts presented by the Fund relating to foreign exchange, monetary reserves and 
balance of payments, and shall accept the determination of the Fund whether 
action by a Member with respect to exchange matters is in accordance with the 
Articles of Agreement of the International Monetary Fund, or with the terms 
ol a special exchange agreement entered into between that Member and the 
Organization pursuant to paragraph 6 of this Article. When the Organization 
is examining a situation in the light of the relevant considerations under all the 
pertinent provisions of Article 21 for the purpose of reaching its final decision in 
cases involving the criteria set forth in paragraph 3 (a) of that Article, it shall 
accept the determination of the Fund as to what constitutes a serious decline in 
the Members’ monetary reserves, a very low level of its monetary reserves or a 
reasonable rate of increase in its monetary reserves, and as to the financial 
ispects of other matters covered in consultation in such cases, 

3. The Organization shall seek agreement with the Fund regarding procedures 
for consultation under paragraph 2 of this Article. Any such agreement, other 
than informal arrangements of a temporary or administrative character, shall 
be subject to confirmation by the Conference. 

t. Members shall not, by exchange action, frustrate the intent of the provi- 
sions of this Section, nor, by trade action, the intent of the provisions of the 
Articles of Agreement of the International Monetary Fund. 

5. If the Organization considers, at any time, that exchange restrictions on 
payments and transfers in connection with imports are being applied by a 
Member in a manner inconsistent with the provisions of this Section with respect 
to quantitative restrictions, it shall report thereon to the Fund. 

6. (a) Any Member of the Organization which is not a member of the Fund 
shall, within a time to be determined by the Organization after consultation with 
the Fund, become a member of the Fund or, failing that, enter into a special 
exchange agreement with the Organization. A Member of the Organization 
Which ceases to be a member of the Fund shall forthwith enter into a special 
exchange agreement with the Organization. Any special exchange agreement 
entered into by a Member under this sub-paragraph shall thereupon become part 
of its obligations under this Charter. 

(b) Any such agreement shall provide to the satisfaction of the Organization 
that the objectives of this Charter will not be frustrated as a result of action 
with respect to exchange matters by the Member in question 

(c) Any such agreement shall not impose obligations on the Member with 
respect to exchange matters generally more restrictive than those imposed by 
the Articles of Agreement of the International Monetary Fund on members of 
the Fund. 

(qd) No Member shall be required to enter into any such agreement so long 
as it uses solely the currency of another Member and so long as neither the 
Member nor the country whose currency is being used maintains exchunge 
restrictions. Nevertheless, if the Organization at anv time considers that the 
absence of a special exchange agreement may be permitting action whieh tends 
to frustrate the purposes of any of the provisions of this Charter, it may require 
the Member to enter into a special exchange agreement in accordance with the 
provisions of this paragraph. A Member of the Organization which is not a 
member of the Fund and which has not entered into a special exchange agres 
ment may be required at any time to consult with the Organization on any 
exchange problem. 

7. A Member which is not a member of the Fund, whether or not it has entered 
into a special exchange agreement, shall furnish such information within the 
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general scope of Section 5 of Article VIII of the Articles of Agreement of the 
International Monetary Fund as the Organization may require in order to carry 
out its functions under this Charter 

8. Nothing in this Section shall preclude: 

(a) the use by a Member of exchange controls or exchange restrictions 
in accordance with the Articles of Agreement of the International Monetary 
Fund or with that Member’s special exchange agreement with the Organi 
zation, or 

(b) the use by a Member of restrictions or controls on imports or exports, 
the sole effect of which, in addition to the effects permitted under Articles 
20, 21, 22 and 25, is to make effective such exchange controls or exchange 
restrictions, 


Section C—NSubsidies 
ARTICLI SUBSIDIES IN GENERAI 


If any Member grants or maintains any subsidy, including any form of income 
or price support, which operates directly or indirectly to maintain or increase 
exports of any product from, or to reduce, or prevent an increase in, imports 
of any product into, its territory, the Member shall notify the Organization in 
writing of the extent and nature of the subsidization, of the estimated effect of 
the subsidization on the quantity of the affected product or products imported 
into or exported from its territory and of the circumstances making the subsi 
dization necessary In any case in which a Member considers that serious 
prejudice to its interests is caused or threatened by any such subsidization, the 
Member granting the subsidy shall, upon request, discuss with the other Mem- 
ber or Members concerned, or with the Organization, the possibility of limiting 
the subsidization 


ARTICLE 2¢ ADDITIONAL PROVISIONS ON EXPORT SURPSIDIES 


1. No Member shall grant, directly or indirectly, any subsidy on the export 
of any product, or establish or maintain any other system, which subsidy or 
system results in the sale of such product for export at a price lower than the 
comparable price charged for the like product to buyers in the domestic market, 
due allowance being made for differences in the conditions and terms of sale, 
for differences in taxation, and for other differences affecting price comparability. 
2. The exemption of exported products from duties or taxes imposed in resnect 
of like products when consumed domestically, or the remission of such duties 
or taxes in amounts not in excess of those which have accrued, shall not be 
deemed to be in conflict with the provisions of paragraph 1. The use of the 
proceeds of such duties or taxes to make payments to domestic producers in 
general of those products shall be considered as a case under Article 25. 

8. Members shall give effect to the provisions of paragraph 1 at the earliest 
practicable date but not later than two years from the day on which this Charter 
enters into force If any Member considers itself unable to do so in respect of 
any particular product or products, it shall, at least three months before the 
expiration of such period, give notice in writing to the Organization, requesting 
a specific extension of the period. Such notice shall be accomnanied by a full 
analysis of the system in question and the circumstances justifying it. The 
Organization shall then determine whether the extension requested should be 
made and, if so, on what terms 

t. Notwithstanding the provisions of paragraph 1, any Member may subsidize 
the exports of any product to the extent and for such time as may be necessary 
to offset a subsidy granted by a non-Member affecting the Member’s exports of 
the product However, the Member shall, upon the request of the Organization 
or of any other Member which considers that its interests are seriously preju- 
diced by such action, consult with the Organization or with that Member, as 
appropriate, with a view to reaching a satisfactory adjustment of the matter. 


ARTICLE 27. SPECIAL TREATMENT OF PRIMARY COMMODITIES 


1. A system for the stabilization of the domestic price or of the return to do- 
mestie producers of a primary commodity, independently of the movements of 
export prices, which results at time in the sale of the commodity for export ata 
price lower than the comparable price charged for the like commodity to buyers 
n the domestic market, shall be considered not to involve a subsidy on export 
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within the meaning of paragraph 1 of Article 26, if the Organization determines 
that 
a) the system has also resulted, or is so designed as to result, in the sale 
of the commodity for export at a price higher than the comparable price 
charged for the like commodity to buyers in the domestic market; and 
(b) the system is so operated, or is designed so to operate, either because 
of the effective regulation of production or otherwise, as not to stimulate ex- 
ports u duly or othe,wise seriously pre judice the interests of other Members. 

2, Any Member granting a subsidy in respect of a primary commodity shall 
co-operate at all times in efforts to negotiate agreements, under the procedures 
set forth in Chapter VI, with regard to that commodity. 

8. In any case involving a primary commodity, if a Member considers that its 
interests would be seriously prejudiced by compliance with the provisions of 
Article 26, or if a Member considers that its interests are seriously prejudiced 
by the granting of any form of subsidy, the procedures set forth in Chapter VI 
may be followed. The Member which considers that its interests are thus seri- 


0 y prejudiced shall, however, be exempt provisionally from the requirements 
of paragraphs 1 and 8 of Article 26 in respect of that commodity, but shall be sub 
ect to the provisions of Article 28 

t, No Member shall grant a new subsidy or increase an existing subsidy affect 
ing the export of a primary commodity, during a commodity conference called 


for the purpose of negotiating an inter-governmental control agreement for the 
commodity concerned unless the Organization concurs, in which case such new 
tional subsidy shall be subject to the provisions of Article 28 

the measures provided for in Chapter VI have not succeeded, or do not 
promise to succeed, within a reasonable period of time, or if the conclusion of a 
commodity agreement is not an appropriate solution, any Member which con 
siders that its interests are seriously prejudiced shall not be subject to the require- 
ments of paragraphs 1 and 38 of Article 26 in respect of that commodity, but shall 
be subject to the provisions of Article 28 


RTICLE 28. UNDERTAKING REGARDING STIMULATION OF EXPORTS OF PRIMARY 


COMMODITIES 


1. Any Member granting any form of subsidy, which operates directly or indi- 
rectly to maintain or increase the export of any primary commodity from its 
territory, shall not apply the subsidy in such a way as to have the effect of main 
taining or acquiring for that Member more than an equitable share of world 
trade in that commodity 

2. As required under the provisions of Article 25, the Member granting such 
subsidy shall promptly notify the Organization of the extent and nature of the 
subsidization, of the estimated effect of the subsidization on the quantity of the 
affected commodity exported from its territory, and of the circumstances making 
the subsidization necessary. The Member shall promptly consult with any other 
Member which considers that serious prejudice to its interests is caused or 
threatened by the subsidization. 

3. If, within a reasonable period of time, no agreement is reached in such 
cousultation, the Organization shall determine what constitutes an equitable 
share of world trade in the commodity concerned and the Member granting the 
subsidy shall conform to this determination 

1. In making the determination referred to in pragraph 38, the Organization 
shall take into account any factors which may have affected or may be affecting 
world trade in the commodity concerned, and shall have particular regard to: 

(a) the Member country’s share of world trade in the commodity during 
a previous representative period ; 

(b) whether the Member country’s share of world trade in the commodity 
is so small that the effect of the subsidy on such trade is likely to be of minor 
significance ; 

c) the degree of importance of the external trade in the commodity to the 
economy of the Member country granting, and to the economies of the Member 
countries materially affected by, the subsidy ; 

(d) the existence of price stabilization systems conforming to the provi- 
sions of paragraph 1 of Article 27; 

(e) the desirability of facilitating the gradual expansion of production for 
export in those areas able to satisfy world market requirements of the com- 
modity concerned in the most effective and economic manner, and therefore 
of limiting any subsidies or other measures which make that expansion 
difficult. 
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Section D—State Trading and Related Matters 
ARTICLE 29 NON-DISCRIMINATORY TREATMENT 


1. (a) Each Member undertakes that if it establishes or maintains a state 
enterprise, wherever located, or grants to any enterprise, formally or in effect, 
exclusive or special privileges, such enterprise shall, in its purchases and sales 
involving either imports or exports, act in a manner consistent with the general 
principles of non-discriminatory treatment prescribed in this Charter for gov 
ernmental measures affecting imports or exports by private traders. 

(b) The provisions of sub-paragraph (a) shall be understood to require that 
such enterprises shall, having due regard to the other provisions of this Charter, 
make any such purchases or sales solely in accordance with commercial consid 
erations, including price, quality, availability, marketability, transportation and 
other conditions of purchase or sale, and shall afford the enterprises of the other 
Member countries adequate opportunity, in accordance with customary business 
practice, to compete for participation in such purchases or sales. 

(c) No Member shall prevent any enterprise (whether or not an enterprise 
described in sub-paragraph (a) under its jurisdiction from acting in accordance 
with the principles of sub-paragraphs (@) and (b). 

2. The provisions of paragraph 1 shall not apply to imports of products pur- 
chased for governmental purposes and not with a view to commercial resale 
or with a view to use in the production of goods for commercial sale. With 
respect to such imports, and with respect to the laws, regulations and require 
ments referred to in paragraph 8 (a) of Article 18, each Member shall accord 
to the trade of the other Members fair and equitable treatment. 


ARTICLE 30. MARKETING ORGANIZATIONS 


If a Member establishes or maintains a marketing board, commission, or similar 
organization, the Member shall be subject: 
(a) with respect to purchases or sales by any such organization, to the 
provisions of paragraph 1 of Article 20; 
(b) with respect to any regulations of any such organization governing 
the operation of private enterprises, to the other relevant provisions of this 
Charter. 


ARTICLE 31. EXPANSION OF TRADE 


1. If a Member establishes, maintains or authorizes, formally or in effect, a 
monopoly of the importation or exportation of any product, the Member shall, 
upon the request of any other Member or Members having a substantial interest 
in trade with it in the product concerned, negotiate with such other Member or 
Members in the manner provided for under Article 17 in respect of tariffs, and 
subject to all the provisions of this Charter with respect to such tariff negotia- 
tions, with the object of achieving: 

(a) in the case of an export monoply, arrangements designed to limit or 
reduce any protection that might be afforded through the operation of the 
monopoly to domestic users of the monopolized product, or designed to assure 
exports of the monopolized product in adequate quantities at reasonable 
prices; 

(b) in the case of an import monopoly, arrangements designed to limit 
or reduce any protection that might be afforded through the operation of the 
monopoly to domestic producers of the monopolized product, or designed to 
relax any limitation on imports which is comparable with a limitation made 
subject to negotiation under other provisions of this Chapter. 

2. In order to satisfy the requirements of paragraph 1 (b), the Member estab- 
lishing, maintaining or authorizing a monopoly shall negotiate: 

(a) for the establishment of the maximum import duty that may be 
applied in respect of the product concerned; or 

(b) for any other mutually satisfactory arrangement consistent with the 
provisions of this Charter, if it is evident tto the negotiating parties that to 
negotiate a maximum import duty under sub-paragraph (a) of this para- 
graph is impracticable or would be ineffective for the achievement of the 
objectives of paragraph 1; any Member entering into negotiations under this 
sub-paragraph shall afford to other interested Members an opportunity for 
consultation. 
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In any case in which a maximum import duty is not negotiated under para- 
iph 2 (a), the Member establishing, maintaining or authorizing the import 


nopoly shall make public, or notify the Organization of, the maximum import 
ity which it will apply in respect of the product concerned. 
rhe import duty negotiated under paragraph 2, or made public or notified 


the Organization under paragraph 38, shall represent the maximum margin 
which the price charged by the import monopoly for the imported product 
exclusive of internal taxes conforming to the provisions of Article 18, trans- 
rtation, distribution and other expenses incident to the purchase, sale or fur- 
her processing, and a reasonable margin of profit) may exceed the landed cost; 
ded that regard may be had to average landed costs and selling prices over 
went periods; and Provided further that, where the product concerned is a 
mary commodity which is the subject of a domestic price stabilization arrange- 
ent, provision may be made for adjustment to take account of wide fluctuations 
r variations in world prices, subject where a maximum duty has been negoti- 
ed to agreement between the countries parties to the negotiations 
With regurd to any product to which the provisions of this Article apply, 
he monopoly shall, wherever this principle can be effectively applied and subject 
he other provisions of this Charter, import and offer for sale such quantities 
the product as will be sufficient to satisfy the full domestic demand for the 
ported product, account being taken of any rationing to consumers of the 
ported and like domestic product which may be in force at that time 
6. In applying the provisions of this Article, due regard shall be had for the 
fact that some monopolies are established and operated mainly for social, cul- 
iral, humanitarian or revenue purposes. 
7. This Article shall not limit the use by Members of any form of assistance 
domestic producers permitted by other provisions of this Charter 


ARTICLE 32. LIQUIDATION OF NON-COMMERCIAL STOCKS 


1. If a Member holding stocks of any primary commodity accumulated for 

commercial purposes should liquidate such stocks, it shall carry out the 

quidation, as far as practicable, in a manner that will avoid serious disturb- 
ance to world markets for the commodity concerned. 

2. Such Member shall: 

(a) give not less than four months public notice of its intention to liqui- 
date such stocks; or 

(b) give not less than four months prior notice to the Organization of such 
intention. 

3. Such Member shall, at the request of any Member which considers itself 
substantially interested, consult as to the best means of avoiding substantial 
njury to the economic interests of producers and consumers of the primary com- 
nodity in question. In cases where the interests of several Members might be 
substantially affected, the Organization may participate in the consultations, and 
the Member holding he stocks shall give due consideration to its recommendations. 

1. The provisions of paragraphs 2 and 8 shall not apply to routine disposal of 
supplies necessary for the rotation of stocks to avoid deterioration. 


Section E—General Commercial Provisions 
ARTICLE 33, FREEDOM OF TRANSIT 


1. Goods (including baggage), and also vessels and other means of transport, 
shall be deemed to be in transit across the territory of a Member country, when 
he passage across such territory, with or without trans-shipment, warehousing, 
breaking bulk or change in the mode of transport, is only a portion of a complete 
ourney beginning and terminating beyond the frontier of the Member country 
icross Whose territory the traffic passes. Traffic of this nature is termed in this 
Article “traffic in transit”. 

2. There shall be freedom of transit through each Member country, via the 
routes most convenient for international transit, for traffic in transit to or from 
ther Member countries. No distinction shall be made which is based on the 
flag of vessels, the place of origin, departure, entry, exit or destination, or on 
any circumstances relating to the ownership of goods, of vessels or of other means 
of transport. 

4. Any Member may require that traffic in transit through its territory be 
entered at the proper custom house, but, except in cases of failure to comply with 
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applicable customs laws and regulations, such traffic coming from or going 
other Member countries shall not be subject to any unnecessary delays or restric 
tions and shall be exempt from customs duties and from all transit duties or other 
charges imposed in respect of transit, except charges commensurate with adminis 
trative expenses entailed by transit or with the cost of services rendered. 

t. All charges and regulations imposed by Members on traffic in transit to or 
from other Member countries shall be reasonable, having regard to the conditions 
of the traffic 

5. With respect to all charges, regulations and formalities in connection with 
transit, each Member shall accord to traffic in transit to or from any other Mem 
ber country treatment no less favourable than the treatment accorded to traffic 
in transit to or from any third country 

6. The Organization may undertake studies, make recommendations and pro 
mote international agreement relating to the simplification of customs regula 
tions concerning traffic in transit, the equitable use of facilities required for such 
transit and other measures designed to promote the objectives of this Article 
Members shall co-operate with each other directly and through the Organization 
to this end 

7. Kach member shall accord to goods which have been in transit through any 
other Member country treatment no less favourable than that which would have 
been accorded to such goods had they been transported from their place of origin 
to their destination without going through such other Member country. Any 
Member shall, however, be free to maintain its requirements of direct consign 
ment existing on the date of this Charter, in respect of any goods in regard t 
which such direct consignment is a requisite condition of eligibility for entry of 
the goods at preferential rates of duty or has relation to the Member’s prescribed 
method of valuation for customs Purposes 

8. The provisions of this Article shall not apply to the operation of aircraft 
in transit, but shall apply to air transit of goods (including baggage). 


ARTICLE 34. ANTI-DUMPING AND COUNTERVAILING DUTIES 


1. The Members recognize that dumping, by which products of one country 
are introduced into the commerce of another country at less than the normal 
value of the products, is to be condemned if it causes or threatens material injury 
to an established industry in a Member country or materially retards the estab- 
lishment of a domestic industry. For the purposes of this Article, a product is 
to be considered as being introduced into the commerce of an importing country 
at less than its normal value, if the price of the product exported from one 
country to another 

(a) is less than the comparable price, in the ordinary course of trade, 
for the like product when destined for consumption in the exporting 
country, or, 

(b) in the absence of such domestic price, is less than either 

(i) the highest comparable price for the like product for export to 
any third country in the ordinary course of trade, or 
(ii) the cost of production of the product in the country of origin plus 
a reasonable addition for selling cost and profit. 
Due allowance shall be made in each case for differences in conditions and terms 
of sale, for differences in taxation, and for other differences affecting price com- 
parability 

2. In order to offset or prevent dumping, a Member may levy on any dumped 
product an anti-dumping duty not greater in amount than the margin of dumping 
in respect of such product. For the purposes of this Article, the margin of dump- 
ing is the price difference determined in accordance with the provisions of para 
graph 1. 

3. No countervailing duty shall be levied on any product of any Member coun- 
try imported into another Member country in excess of an amount equal to the 
estimated bounty or subsidy determined to have been granted, directly or in- 
directly, on the manufacture, production or export of such product in the coun- 
try of origin or exportation, including any special subsidy to the transportation 
of a particular product. The term “countervailing duty” shall be understood 
to mean a special duty levied for the purpose of offsetting any bounty or subsidy 
bestowed, directly or indirectly, upon the manufacture, production or export of 
any merchandise. 

4. No product of any Member country imported into any other Member country 
shall be subject to anti-dumping or countervailing duty by reason of the exemp- 
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in of such product from duties or taxes borne by the like product when destined 
consumption in the country of origin or exportation, or by reason of the refund 
of such duties or taxes. 
No product of any Member country imported into any other Member country 
; be subject te both anti-dumping and countervailing duties to compensate 
for the same situation of dumping or export subsidization. 
6. No Member shall levy any auti-dumping or countervailing duty on the im- 
ortatien of any product of another Member country unless it determines that 
he effect of the dumping or subsidization, as the case may be, is such as to cause 
reaten material injury to an established domestic industry, or is such as to 
etard materially the establishment of a domestic industry. The Organization 

iv waive the requirements of this paragraph so as to permit a Member to levy 
n anti-dumping or countervailing duty on the importation of any product for 

e purpose of offsetting dumping of subsidization which causes or threatens 

iterial injury to an industry in another Member country exporting the product 
oncerned to the importing Member country. 

7. A system for the stabilization of the domestic price or of the return to 
omestic producers of a primary commodity, independently of the movements of 
xport prices, which results at times in the sale of the commodity for export at 
a price lower than the comparable price charged for the like commodity to buyers 

the domestic market, shall be presumed not to result in material injury within 
e meaning of paragraph 6 if it is determined by consultation among the Mem- 
s substantially interested in the commodity concerned that: 

(a) the system has also resulted in the sale of the commodity for export 
at a price higher than the comparable price charged for the like commodity 
to buyers in the domestic market, and 

(b) the system is so operated, either because of the effective regulation 
of production, or otherwise, as not to stimulate exports unduly or otherwise 


seriously prejudice the interests of other Members. 


ARTICLE 35. VALUATION FOR CUSTOMS PURPOSES 


1. The Members shall work toward the standardization, as far as practicable, 
of definitions of value and of procedures for determining the value of products 
subject to customs duties or other charges or restrictions based upon or regulated 
in any manner by value. With a view to furthering co-operation to this end, the 
Organization may study and recommend to Members such bases and methods 
or determining value for customs purposes as would appear best suited to the 
needs of commerce and most capable of general adoption. 
2. The Members recognize the validity of the general principles of valuation 


set forth in paragraphs 3, 4 and 5, and they undertake to give effect, at the 
earliest practicable date, to these principles in respect of all products subject 
to duties or other charges or restrictions on importation based upon or regu- 
ated in any manner by value. Moreover, they shall, upon a request by another 
Member directly affected, review in the light of these principles the operation 
of any of their laws or regulations relating to value for customs purposes. The 
Organization may request from Members reports on steps taken by them in 
pursuance of the provisions of this Article. 

3. (a) The value for customs purposes of imported merchandise should be 
based on the actual value of the imported merchandise on which duty is assessed, 

r of like merchandise, and should not be based on the value of merchandise 
of national origin or on arbitrary or fictitious values. 

b) “Actual value” should be the price at which, at a time and place deter- 
mined by the legislation of the country of importation, and in the ordinary course 
of trade, such or like merchandise is sold or offered for sale under fully com- 
petitive conditions, To the extent to which the price of suevh or like merchandise 
s governed by the quantity in a particular transaction, the price to be con 
sidered should uniformly be related to either (i) comparable quantities, or (ii) 
quantities not less favourable to importers than those in which the greater 
volume of the merchandise is sold in the trade between the countries of exporta- 
tion and importation. 

(c) When the actual value is not ascertainable in accordance with sub- 
paragraph (0b), the value for customs purposes should be based on the nearest 
ascertainable equivalent of such value. 

t. The value for customs purposes of any imported product should not include 
the amount of any internal tax, applicable within the country of origin or 
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export, from which the imported product has been exempted or has been or w 
be relieved by means of refund 

5. (a) Except as otherwise provided in this paragraph, where it is necessary 
for the purposes of paragraph 3 for a Member to convert into its own currency 
a price expressed in the currency of another country, the conversion rate of 
exchange to be used shall be based on the par values of the currencies involved 
as established pursuant to the Articles of Agreement of the International Mon¢ 
tary Fund or by special exchange agreements entered into pursuant to Article 
24 of this Charter 

(b) Where no such par value has been established, the conversion rate shall 
reflect effectively the current value of such currency in commercial transactions 

c) The Organization, in agreement with the International Monetary Fund 
shall formulate rules governing the conversion by Members of any foreign cur 
rency in respect of which multiple rates of exchange are maintained consistenly 
with the Articles of Agreement of the International Monetary Fund. Any Mer 
ber may apply such rules in respect of such foreign currencies for the purposes 
of paragraph 3 of this Article as an alternative to the use of par values. Unti 
such rules are adopted by the Organizaiton, any Member may employ, in respect 
of any such foreign currency, rules of conversion for the purposes of paragraph 
3 of this Article which are designed to reflect effectively the value of such foreign 
currency in commercial transactions. 

6. Nothing in this Article shall be construed to require any Member to alter 
the method of converting currencies for customs purposes which is applicable 
in its territory on the date of this Charter, if such alteration would have the 
effect of increasing generally the amounts of duty payable. 

7. The bases and methods for determining the value of products subject to 
duties or other charges or restrictions based upon or regulated in any manner 
by value should be stable and should be given sufficient publicity to enable traders 
to estimate, with a reasonable degree of certainty, the value for customs purposes 


ARTICLE 36. FORMALITIES CONNECTED WITH IMPORTATION AND EXPORTATION 


1. The Members recognize that all fees and charges of whatever character 
(other than import and export duties and other than taxes within the purview of 
Article 18) imposed by governmental authorities on or in connection with im 
portation or exportation should be limited in amount to the approximate cost 
of. services rendered and should not represent an indirect protection to domestic 
products or a taxation of imports or exports for fiscal purposes. The Members 
also recognize the need for reducing the number and diversity of such fees and 
charges, for minim'zing the incidence and complexity of import and export for 
malities, and for decreasing and simplifying import and export documentation 
requirements. 

2. The Members shall take action in accordance with the principles and objec 
tives of paragraph 1 at the earliest practicable date. Moreover, they shall, upon 
request by another Member directly affected, review the operation of any of their 
laws and regulations in the light of these principles. The Organization may 
request from Members reports on steps taken by them in pursuance of the provi 
sions of this paragraph 

3. The provisions of paragraphs 1 and 2 shall extend to fees, charges, for 
malities and requirements imposed by governmental authorities in connection 
with importation and exportation, including those relating to: 

(a) consular transactions, such as those relating to consular invoices and 
certificates ; 

(b) quantitative restrictions ; 

(c) licensing; 

(d) exchange control; 

(e) statistical services ; 

(f) documents, documentation and certification ; 

(7) analysis and inspection; and 

(h) quarantine, sanitation and fumigation. 

4. The Organization may study and recommend to Members specific measures 
for the simplification and standardization of customs formalities and techniques 
and for the elimination of unnecessary customs requirements, including those 
relating to advertising matter and samples for use only in taking orders for 
merchandise. 

5. No Member shall impose substantial penalties for minor breaches of customs 
regulations or procedural requirements. In particular, no penalty in respect of 
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any omission or mistake in customs documentation which is easily rectifiable and 
obviously made without fraudulent intent or gross negligence shall be greater 
than necessary to serve merely as a warning. 


6. The Members recognize that tariff descriptions based on distinctive regional 
or geographical names should not be used in such a manner as to discriminate 
nst products of Member countries Accordingly, the Members shall co 
operate with each other directly and through the Organization with a view to 
eliminating at the earliest practicable date practices which are inconsistent with 





this principle. 
ARTICLE 37. MARKS OF ORIGIN 


1. The Members recognize that, in adopting and implementing laws and regula 


ns relating to marks of origin, the difficulties and inconveniences which sueh 
measures May cause to the commerce and industry of exporting countries should 
be reduced to a minimum. 

iach Member shall accord to the products of each other Member country 

eatment with regard to marking requirements no less favourable than the tre-«t 
ment accorded to like products of any third country 

3. Whenever it is administratively practicable to do so, Members should permit 
required marks cf origin to be affixed at the time of importation 


}. The laws and regulations of Members relating to the marking of imported 
products shall be such as to permit compliance without seriously damagimg the 
ducts or materially reducing their value or unreasonably increasing their 


». The Members agree to work in co-operation through the Organization 
towurds the early elimination of unnecessary marking requirements. The 
Organization may study and recommend to Members measures directed to this 
end including the adoption of schedules of general categories of products, in 
respect of which marking requirements operate to restrict trade to an extent 
disproportionate to any proper purpose to be served, and which shall not in any 
case be required to be marked to indicate their origin 

6. As a general rule no special duty or penalty should be imposed by any 
Member for failure to comply with marking requirements prior to importation 
unless correstive marking is unreasonably delayed or deceptive marks have been 
aflixed or the required marking has been intentionally omitted. 

7. The Members shall co-operate with each other directly and through the 
Organization with a view to preventing the use of trade names in such manner 
as to misrepresent the true origin of a product, to the detriment of the distinctive 
regional or geographical names of products of a Member country which are pro- 
tected by the legislation of such country. Each Member shall accord full and 
sympathetic consideration to such requests or representations as may be made by 
any other Member regarding the application of the undertaking set forth in the 
preceding sentence to names of products which have been communicated to it by 
the other Member. The Organization may recommend a conference of interested 
Members on this subject. 


ARTICLE 38, PUBLICATION AND ADMINISTRATION OF TRADE REGULATIONS 


1. Laws, regulations, judicial decisions and administrative rulings of general 
application made effective by any Member, pertaining to the classification or the 
valuation of products for customs purposes, or to rates of duty, taxes or other 
charges, or to requirements, restrictions or prohibitions on imports or exports or 
on the transfer of payments therefor, or affecting their sale, distribution, trans- 
portation, insurance, warehousing, inspection, exhibition, processing, mixing or 
other use, shall be published promptly in such a manner as to enable govern- 
ments and traders to become acquainted with them. Agreements affecting inter- 
national trade policy which are in force between the government or governmental 
agency of any Member country and the government or governmental agency of any 
other country shall also be published. Copies of such laws, regulations, decisions, 
rulings and agreements shall be communicated promptly to the Organization. 
The provisions of this paragraph shall not require any Member to divulge confi- 
dential information the disclosure of which would impede law enforcement or 
otherwise be contrary to the public interest or would prejudice the legitimate 
commercial interests of particular enterprises, public or private. 

2. No measure of general application taken by any Member effecting an advance 
in a rate of duty or other charge on imports under an established and uniform 
practice or imposing a new or more burdensome requirement, restriction or 
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prohibition on imports, or on the transfer of payments therefor, shall be enforced 
before such measure has been officially made public. 

3. (a) Each Member shall administer in a uniform, impartial and 1 
manner all its laws, regulations, decisions and rulings of the kind described in 
paragraph 1 Suitable facilities shall be afforded for traders directly affected by 
any of those matters to consult with the appropriate governmental authorities. 

(0) Each Member shall maintain, or institute as soon as practicable, judicial 
arbitral or administrative tribunals or procedures for the purpose, inter alia, of 
the prompt review and correction of administrative action relating to customs 


asonable 





atter Such tribunals or procedures shall be independent of the agencies 
‘ usted with administrative enforcement and their decisions shall be imple- 
ented by, and shall govern the practice of, such agencies unless an appeal is 


diged with a court or tribunal of superior jurisdiction within the time prescribed 
for appeals to be lodged by importers; Provided that the central administration 
of such agency may take steps to obtain a review of the matter in another 
proceeding if there is good cause to believe that the decision is inconsistent with 
stablished principles of law or the actual facts 

(c) The provisions of sub-paragraph (0) shall not require the elimination or 
substitution of procedures in force in a Member country on the date of this 
Charter which in fact provide for an objective and impartial review of adminis 
trative action, even though such procedures are not fully or formally inde 


pendent of the agencies entrusted with administrative enforcement. Any Member 
employing such procedures shall, upon request, furnish the Organization with 
full information thereon in order that the Organization may determine whether 


such procedures conform to the requirement of this sub-paragraph 
ARTICLE 39. INFORMATION, STATISTICS AND TRADE TERMINOLOGY 


1. The Members shall communicate to the Organization, or to such agency as 
may be designated for the purpose by the Organization, as promptly and in as 
much detail as is reasonably practicable: 

(a) statistics of their external trade in goods (imports, exports and, where 
applicable, re-exports, transit and trans-shipment and goods in warehouse or 
in bond) ; 

(b) statistics of governmental revenue from import and export duties 
and other taxes on goods moving in international trade and, in so far as 
readily ascertainable, of subsidy payments affecting such trade 

2. So far as possible, the statistics referred to in paragraph 1 shall be related 
to tariff classifications and shall be in such form as to reveal the operation of 
any restrictions on importation or exportation which are based on or regulated 
in any manner by quantity or value or amounts of exchange made available. 

3. The Members shall publish regularly and as promptly as possible the sta- 
tistics referred to in paragraph 1 

1. The Members shall give careful consideration to any recommendations 
which the Organization may make to them with a view to improving the sta- 
tistical information furnished under paragraph 1 

5. The Members shall make available to the Organization, at its request and 
in so far as is reasonably practicable, such other statistical information as the 
Organization may deem necessary to enable it to fulfill its functions, provided 
that such information is not being furnished to other inter-governmental organ- 
izations from which the Organization can obtain it. 

6. The Organization shall act as a centre for the collection, exchange and 
publication of statistical information of the kind referred to in paragraph 1. 
The Organization, in collaboration with the Economic and Social Council of the 
United Nations, and with any other organization deemed appropriate, may 
engage in studies with a view to improving the methods of collecting, analyzing 
and publishing economic statistics and may promote the international compara- 
bility of such statistics, including the possible international adoption of standard 
tariff and commodity classifications. 

7. The Organization, in co-operation with the other organizations referred to 
in paragraph 6, may also study the question of adopting standards, nomencla- 
tures, terms and forms to be used in international trade and in the official docu- 
ments and statistics of Members relating thereto, and may recommend the 
general acceptance by Members of such standards, nomenclatures, terms and 
forms 
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Section F—Special Provisions 
ARTICLE 40. EMERGENCY ACTION ON IMPORTS OF PARTICULAR PRODUCTS 


1. (a) If, as a result of unforeseen developments and of the effect of the 
obligations incurred by a Member under or pursuant to this Chapter, including 
tariff concessions, any product is being imported into the territory of that 
Member in such relatively increased quantities and under such conditions as 
to cause or threaten serious injury to domestic prodcers in that territory of like 
or directly competitive products, the Member shall be free, in respect of such 
product, and to the extent and for such time as may be necessary to prevent or 
remedy such injury, to suspend the oblligation in whole or in part or to withdraw 
or modify the concession. 

b) If any product which is the subject of a concession with respect to a 
preference is being imported into the territory of a Member in the circumstances 
set forth in sub-paragraph (a), so as to cause or threaten serious injury to 
lomestie producers of like or directly competitive products in the territory of a 
Member which receives or received such preference, the importing Member shall 
be free, if that other Member so requests, to suspend the relevant obligation in 
whole or in part or to withdraw or modify the concession in respect of the 
product, to the extent and for such time as may be necessary to prevent or 
remedy such injury. 

2. Before any Member shall take action pursuant to the provisions of para 
graph 1, it shall give notice in writing to the Organization as far in advance as 
may be practicable and shall afford the Organization and those Members 
having a substantial interest as exporters ot the product coneerned an oppor- 
tunity to consult with it in respect of the proposed actiot When such notice is 
given in regard to a concession relating to a preference, the notice shall name the 
Member which has requested the action. In circumstances of special urgency, 
where delay would cause damage which it would be difficult to repair, action 
under paragraph 1 may be taken provisionally without prior consultation, on the 
condition that consultation shall be effected immediately after taking such 

ton 

3. (a) If agreement among the interested Members with respect to the action 
is not reached, the Member which proposes to take or continue the action shall, 
nevertheless, be free to do so, and if such action is taken or continued, the 
affected Members shall then be free, not later than ninety days after such action is 
taken, to suspend, upon the expiration of thirty days from the day on which 
written notice of such suspension is received by the Organization, the application 
to the trade of the Member taking such action, or, in the case envisaged in 
paragraph 1 (0), to the trade of the Member requesting such action, of such 
substantially equivalent obligations or concessions under or pursuant to this 
Chapter the suspension of which the Organization does not disapprove. 

(b) Notwithstanding the provisions of sub-paragraph (a), where action is 
taken without prior consultation under paragraph 2 and causes or threatens 
serious injury in the territory of a Member to the domestic producers of products 
affected by the action, that Member shall, where delay would cause damage 
difficult to repair, be free to suspend, upon the taking of the action and throughout 
the period of consultation, such obligations or concessions as may be necessary 
to prevent or remedy the injury. 

4. Nothing in this Article shall be construed 

(a) to require any Member, in connection with the withdrawal or modi- 

fication by such Member of any concession negotiated pursuant to Article 17, 

to consult with or obtain the agreement of Members other than those Members 

which are contracting parties to the General Agreement on Tariffs and Trade, 
or 
(6) to authorize any Member which is not a contracting party to that 

Agreement, to withdraw from or suspend obligations under this Charter by 

reason of the withdrawal or modification of such concession. 


ARTICLE 41. CONSULTATION 


Each Member shall accord sympathetic consideration to, and shall afford ade- 
quate opportunity for consultation regarding, such representations as may be 
made by any other Member with respect to the operation of customs regulations 
and formalities, anti-dumping and countervailing duties, quantitative and ex- 
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change regulations, internal price regulations, subsidies, transit regulations and 
practices, state trading, sanitary laws and regulations for the protection of 
human, animal or plant life or health, and generally with respect to all matters 
affecting the operation of this Chapter. 


ARTICLE 42. TERRITORIAL APPLICATION OF CHAPTER IV 


1. The provisions of Chapter IV shall apply to the metropolitan customs terri- 
tories of the Members and to any other customs territories in respect of which 
this Charter has been accepted in accordance with the provisions of Article 104. 
Each such customs territory shall, exclusively for the purposes of the territorial 
application of Chapter IV, be treated as though it were a Member; Provided that 
the provisions of this paragraph shall not be construed to create any rights or 
obligations as between two or more customs territories in respect of which this 
Charter has been accepted by a single Member 

2. For the purposes of this Chapter a customs territory shall be understood to 
mean any territory with respect to which separate tariffs or other regulations 
of commerce are maintained for a substantial part of the trade of such territory 
with other territories. 


ARTICLE 48. FRONTIER TRAFFIC 


The provisions of this Chapter shall not be construed to prevent: 
(a) advantages accorded by any Member to adjacent countries in order to 
facilitate frontier traffic ; 
(b) advantages accorded to the trade with the Free Territory of Trieste by 
countries contiguous to that territory, provided that such advantages are not 
in conflict with the Treaties of Peace arising out of the Second World War. 


ARTICLE 44. CUSTOMS UNIONS AND FREE-TRADE AREAS 


1. Members recognize the desirability of increasing freedom of trade by the 
development, through voluntary agreements, of closer integration between the 
economies of the countries parties to such agreements. They also recognize 
that the purpose of a customs union or free-trade area should be to facilitate 
trade between the parties and not to raise barriers to the trade of other Member 
countries with such parties. 

2. Accordingly the provisions of this Chapter shall not prevent, as between the 
territories of Members, the formation of a customs union or of a free-trade area 
or the adoption of an interim agreement necessary for the formation of a customs 
union or of a free-trade area; Provided that: 

(a) with respect to a customs union, or an interim agreeement leading to 
the formation of a customs union, the duties and other regulations of com- 
merce imposed at the institution of any such union or interim agreement 
in respect of trade with Member countries not parties to such union or 
agreement shall not on the whole be higher or more restrictive than the 
general incidence of the duties and regulations of commerce applicable in 
the constituent territories prior to the formation of such union or the 
adoption of such interim agreement, as the case may be; 

(b>) with respect to a free-trade area, or an interim agreement leading to 
the tormation of a free-trade area, the duties and other regulations of com 
merce maintained in each of the constituent territories and applicable at 
the formation of such free-trade area or the adoption of such interim agree- 
ment to the trade of Member countries not included in such area or not 
parties to such agreement shall not be higher or more restrictive than the 
corresponding duties and other regulations of commerce existing in the 
same constituent territories prior to the formation of the free-trade area, 
or interim agreement, as the case may be; and 

(c) any interim agreement referred to in subparagraphs (a) or (0b) shall 
include a plan and schedule for the formation of such a customs union or 
of such a free-trade area within a reasonable length of time. 

3. (a) Any Member deciding to enter into a customs union or free-trade area, 
or an interim agreement leading to the formation of such a union or area, shall 
promptly notify the Organization and shall make available to it such information 
regarding the proposed union or area as will enable the Organization to make 
such reports and recommendations to Members as it may deem appropriate. 

(b) If, after having studied the plan and schedule provided for in an interim 
axreement referred to in paragraph 2 in consultation with the parties to that 
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vreement and taking due account of the information made available in accord- 
nce with the provisions of sub-paragraph (a), the Organization finds that such 
eement is not likely to result in the formation of a customs union or of a 
ree-trade area within the period contemplated by the parties to the agreement 
that such period is not a reasonable one, the Organization shall make recom- 
endations to the parties to the agreement. The parties shall not maintain or 
ut into force, as the case may be, such agreement if they are not prepared to 
dify it in accordance with these recommendations. 
(c) Any substantial change in the plan or schedule referred to in paragraph 
(c) shall be communicated to the Organization, which may request the Mem- 
ers concerned to consult with it if the change seems likely to jeopardize or delay 
duly the formation of the customs union or of the free-trade area. 
{, For the purposes of this Charter: 

(a) a customs union shall be understood to mean the substitution of a 
single customs territory for two or more customs territories, so that 

(i) duties and other restrictive regulations of commerce (except, 
where necessary, those permitted under Section B of Chapter IV and 
under Article 45) are eliminated with respect to substantially all the 
trade between the constituent territories of the union or at least with 
respect to substantially all the trade in products originating in such 
territories, and, 

(ii) subject to the provisions of paragraph 5, substantially the same 
duties and other regulations of commerce are applied by each of the 
members of the union to the trade of territories not included in the 
union; 

(b) a free-trade area shall be understood to mean a group of two or more 
customs territories in which the duties and other restrictive regulations of 
commerce (except, where necessary, those permitted under Section B of 
Chapter IV and under Article 45) are eliminated on substantially all the 
trade between the constituent territories in products originating in such 
territories, 

The preferences referred to in paragraph 2 of Article 16 shall not be affected 
the formation of a customs union or of a free-trade area but may be eliminated 
idjusted by means of negotiations with Members affected. This procedure 
negotiations with affected Members shall, in particular, apply to the elimina 

tion of preferences required to conform with the provisions of paragraph 4 
1) (i) and paragraph 4 (Db). 
6. The Organization may, by a two-thirds majority of the Members present 
ind voting, approve proposals which do not fully comply with the requirements 
f the preceding paragraphs, provided that such proposals lead to the formation 


f a customs union or of a free-trade area in the sense of this Article. 
ARTICLE 45. GENERAL EXCEPTIONS TO CHAPTER IV 


1. Subject to the requirement that such measures are not applied in a manner 
vhich would constitute a means of arbitrary or unjustifiable discrimination 
between Member countries where the same conditions prevail, or a disguised 
restriction on international trade, nothing in this Chapter shall be construed 
to prevent the adoption or enforcement by any Member of measures 

(a) (i) necessary protect public morals; 

(ii) necessary to the enforcement of laws and regulations relating to public 
safety ; 

(iii) necessary to protect human, animal or plant life or health; 

(iv) relating to the importation or exportation of gold or silver; 

(Vv) necessary to secure compliance with laws or regulations which are 
not inconsistent with the provisions of this Chapter, including those relating 
to custom enforcement, the enforcement of monopolies operated under Sec- 
tion D of this Chapter, the protection of patents, trade marks and copyrights, 
and the prevention of deceptive practices ; 

(vi) relating to the products of prison labour ; 

(vii) imposed for the protection of national treasures of artistic, historic 
or archaeological value; 

(viii) relating to the conservation of exhaustible natural resources if such 
measures are made effective in conjunction with restrictions on domestic 
production or consumption ; 

(ix) taken in pursuance of intergovernmental commodity agreements con- 
cluded in accordance with the provisions of Chapter VI; 
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(x) taken in pursuance of any intergovernmental agreement which re 
tes solely to the conservation of fisheries resources, migratory birds o 
wild animals and which is subject to the requirements of paragraph 1 (d) 


of Article 70: or 


(xi) involving restrictions on exports of domestic materials necessary to 


issure essential quantities of such materials to a domestic processing it 
dustry during periods when the domestic price of such materials is held 
below the world price as part of a governmental stabilization plan: Provide 
that such restriction shall not operate to increase the exports of or the pro 
tection afforded to such domestic industry and shall not depart from the 
provisions of this Chapter relating to non-discrimination 

(b) (i) essential to the acquisition or distribution of products in general 
or local short supply; Provided that any such measures shall be consistent 


with any general inter-governmental arrangements directed to an equitable 
international distribution of such products or, in the absence of such ar 
rangements, with the principle that all Members are entitled to an equitable 
hare of the international supply of such products ; 

ii) essential to the control of prices by a Member country experiencing 
shortages subsequent to the Second World War; o1 

(iii) essential to the orderly liquidation of temporary surpluses of stocks 
owned or controlled by the government of any Member country, or of indus 
tries developed in any Member country owing to the exigencies of the Second 
World War which it would be uneconomic to maintain in normal conditions 
Provided that such measures shall not be instituted by any Member except 
after consultation with other interested Members with a view to appropriate 
nternational action 
Measures instituted or maintained under paragraph 1 (6) which are incon 
sistent with the other provisions of this Chapter shall be removed as soon as the 
conditions giving rise to them have ceased, and in any event not later than at a 
date to be specified by the Organization; Provided that such date may be deferred 
for a further period or periods, with the concurrence of the Organization, either 
generally or in relation to particular measures taken by Members in respect of 
particular products 





CHAPTER V—RESTRICTIVE BUSINESS PRACTICE 
ARTICLI if GENERAL POLICY TOWARDS RESTRICTIVE BUSINESS PRACTICES 


7. Each Member shall take appropriate measures and shall co-operate with the 
Organization to prevent, on the part of private or public commercial enterprises, 
business practices affecting international trade which restrain competition, limit 
access to markets, or foster monopolistic control, whenever such practices have 
harmful effects on the expansion of production or trade and interfere with the 
achievement of any of the other objectives set forth in Article 1 

2. In order that the Organization may decide in a particular instance whether 
a practice has or is about to have the effect indicated in paragraph 1, the Mem- 
bers agree, without limiting paragraph 1, that complaints regarding any of the 
practices listed in paragraph 8 shall be subject to investigation in accordance 
with the procedure regarding complaints provided for in Articles 48 and 50, 
whenever 

(a) such a complaint is presented to the Organization, and 
b) the practice is engaged in, or made effective, by one or more private 
or public commercial enterprises or by any combination, agreement or other 
arrangement between any such enterprises, and 
(ce) such commercial enterprises, individually or collectively, possess « ffec 
tive control of trade among a number of countries in one or more products 

3. The practices referred to in paragraph 2 are the following: 

(a) tixing prices, terms or conditions to be observed in dealing with others 
n the purchase, sale or lease of any product ; 

b) exeluding enterprises from, or allocating or dividing, any territorial 
market or field of business activity, or allocating customers, or fixing sales 
juotas or purchase quotas; 

) discriminating against particular enterprises; 

(d) limiting production or fixing production quotas; 

) preventing by agreement the development or application of technology 
or invention whether patented or unpatented ; 


( 
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(f) extending the use of rights under patents, trade marks or copyrights 
granted by any Member to matters which, according to its laws and regula- 
tions, are not within the scope of such grants, or to products or conditions of 
production, use or sale which are likewise not the subjects of such grants 

) any similar practices which the Organization may declare, by a 
najority of two-thirds of the Members present and voting, to be restrictive 


yusiness practices 
ARTICLE 47. CONSULTATION PROCEDURE 


\r ffected Member which considers that in any particular instance a practice 

sts (Whether engaged in by private or public commercial enterprises) which 
or is about to have the effect indicated in paragraph 1 of Article 46 may 
it other Members directly or request the Organization to arrange for con 
ation with particular Members with a view to reaching mutually satisfactory 
sions If requested by the Member and if it considers such action to b 

tified, the Organization shall arrange for and assist in such consultation 
n under this Article shall be without prejudice to the procedure provided 
n Article 48 


ARTICLE 48. INVESTIGATION PROCEDU RI 


1. In accordance with paragraphs 2 and 3 of Article 46, any affected Member 
ts own behalf or any Member on behalf of any affected person, enterprise or 
anization within that Member's jurisdiction, may present a written complaint 
the Organization thaf in any particular instance a practice exists (whether 

( ged in by private or public commercial enterprises) which has or is about 
» have the effect indicated in paragraph 1 of Article 46: Provided that in the 
of complaints against a public commercial enterprise acting independently 
f any other enterprise, such complaints may be presented only by a Member on 
own behalf and only after the Member has resorted to the procedure of 
Article 47 

(he Organization shall prescribe the minimum information to be included 
omplaints under this Article. This information shall give substantial indica- 

of the nature and harmful effects of the practices 
The Organization shall consider each complaint in accordance with para 
graph 1. If the Organization deems it appropriate, it shall request Members 
oncerned to furnish supplementary information, for example, information from 
mercial enterprises within their jurisdiction. After reviewing the relevant 
formation, the Organization shall decide whether an investigation is justified. 

t. If the Organization decides that an investigation is justified, it shall inform 
Members of the complaint, request any Member to furnish such additional 

formation relevant to the complaint as the Organization may deem necessary, 

nd shall conduct or arrange for hearings on the complaint. Any Member, and 

ny person, enterprise or organization on whose behalf the complaint has been 

ade, as well as the commercial enterprises alleged to have engaged in the 
tice complained of, shall be afforded reasonable opportunity to be heard. 

. The Organization shall review all information available and d-cide whether 
the conditions specified in paragraphs 2 and 3 of Article 46 are present and the 
practice in question has had, has or is about to have the effect indi:‘ated in parn- 
graph 1 of that Article. 

6. The Organization shall infcrm all Members of its decision and the reasons 
retor. 

’. If the Organization decides that in any particular case the coi ditions speci- 
fied in paragraphs 2 and 38 of article 46 are present and that tle practice in 
estion has had, has or is about to have the effect indicated in piragraph 1 of 
that Article, it shall request each Member concerned to take every | ossible reme- 
action, and may also recommend to the Members concerned remedial meas 

res to be carried out in accordance with their respective laws and precedures 

8. The Organization may request any Member concerned to report fully on the 
edial action it has taken in any particular case. 

9%. As soon as possible after its proceedings in respect of any complaint under 

s Article have been provisionally or finally closed, the Organizaticn shall pre 
are and publish a report showing fully the decisions reached, the reasons there- 
for and any measures recommended to the Members concerned The Organi- 

ition shall not, if a Member so requests, disclose confidential information fur- 
nished by that Member, which if disclosed would substantially damage the legiti- 
ate business interests of a commercial enterprise. 


j 
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10. The Organization shall report to all Members and make public the remedial! 
action which has been taken by the Members concerned in any particular case, 


ARTICLE 49. STUDIES RELATING TO RESTRICTIVE BUSINESS PRACTICES 


1. ‘The Organization is authorized: 

(a) to conduct studies, either on its own initiative or at the request of any 
Member or of any organ of the United Nations or of any other intergovern 
mental organization, relating to 

(i) general aspects of restrictive business practices affecting inter 
national trade; 

(ii) conventions, laws, and procedures concerning, for example, 
incorporation, company registration, investments, securities, prices, 
markets, fair trade practices, trade marks, copyrights, patents and the 
exchange and development of technology in so far as they are relevant 
to restrictive business practices affecting international trade; and 

(iii) the registration of restrictive business agreements and other 
arrangements affecting international trade; and 

(>) to request information from Members in connection with such studies 

2. The Organization is authorized: 

(a) to make recommendations to Members concerning such conventions, 
laws and procedures as are relevant to their obligations under this Chapter; 
and 

(>) to arrange for conferences of Members to discuss any matters relating 
to restrictive business practices affecting international trade. 


ARTICLI 0. OBLIGATIONS OF MEMBERS 


1. Each Member shall take all possible measures by legislation or otherwise, 
in accordance with its constitution or system of law and economic organization, 
to ensure, within its jurisdiction, that private and public commercial enterprises 
de not engage in practices which are as specified in paragraphs 2 and 8 of 
Article 46 and have the effect indicated in paragraph 1 of that Article, and it 
shall assist the Organization in preventing these practices. 

2. Each Member shall make adequate arrangements for presenting complaints 
conducting investigations and preparing information and reports requested by 
the Organization 

Each member shall furnish to the Organization, as promptly and as fully 
as possible, such information as is requested by the Organization for its con 
sideration and investigation of complaints and for its conduct of studies under 
this Chapter; Provided that any Member on notification to the Organization, 
may withhold information which the Member considers is not essential to the 
Organization in conducting an adequate investigation and which, if disclosed, 
would substantially damage the legitimate business interests of a commercial 
enterprise. In notifying the Organization that it is withholding information 
pursuant to this clause, the Member shall indicate the general character of 
the information withheld and the reason why it considers if not essential. 

4. Each member shall take full account of each request, decision and recom- 
mendation of the Organization under Article 48 and, in accordance with its 
constitution or system of law and economic organization, take in the particular 
case the action it considers appropriate having regard to its obligation under 
this Chapter 

5. Each Member shall report fully any action taken, independently or in 
concert with other Members, to comply with the requests and carry out the 
recommendations of the Organization and, when no action has been taken, in- 
form the Organization of the reasons therefor and discuss the matter further 
with the Organization if it so requests. 

6. Each Member shall, at the request of the Organization, take part in consul- 
tations and conferences provided for in this Chapter with a view to reaching 
mutually satisfactory conclusions. 


























ARTICLE 51, CO-OPERATIVE REMEDIAL ARRANGEMENT 


1. Members may co-operate with each other for the purpose of making more 
effective within their respective jurisdictions any remedial measures taken in 
furtherance of the objectives of this Chapter and consistent with their obliga- 
tions under other provisions of this Charter. 
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Members shall keep the Organization informed of any decision to partici- 
te in any such cooperative action and of any measures taken. 


ARTICLE 52. DOMESTIC MEASURES AGAINST RESTRICTIVE BUSINESS PRACTICES 


No act or omission to act on the part of the Organization shall preclude any 
Member from enforcing any national statute or decree directed towards prevent- 
monopoly or restraint of trade 


ARTICLE 53. SPECIAL PROCEDURES WITH RESPECT TO SERVICES 


1. The Members recognize that certain services, such as transportation, tele- 
munications, insurance and the commercial services of banks, are substantial 
elements of international trade and that any restrictive business practices by 
erprises engaged in these activities in international trade may have harmful 
ects similar to those indicated in paragraph 1 of Article 46. Such practices 
be dealt with in accordance with the following paragraphs of this Article. 

If any Member considers that there exist restrictive business practices in 
ation to a service referred to in paragraph 1 which have or are about to have 

h harmful effects, and that its interests are thereby seriously prejudiced, the 
Member may submit a written statement explaining the situation to the Mem- 
ber or Members whose private or public enterprises are engaged in the services 
in question. The Member or Members concerned shall give sympathetic con 
sideration to the statement and to such proposals as may be made and shall 
fford adequate opportunities for consultation, with a view to effecting a satis- 
factory adjustment. 

3. If no adjustment can be effected in accordance with the provisions of 
paragraph 2, and if the matter is referred to the Organization, it shall be trans- 
ferred to the appropriate inter-governmental organization, if one exists, with 
such observations as the Organization may wish to make If no such inter 
overnmental organization exists, and if Members so request, the Organization 

ay, in accordance with the provisions of paragraph 1 (c) of Article 72, make 
recommendations for, and promote international agreement on, measures de- 
signed to remedy the particular situation so far as it comes within the scope 

this Charter. 

4. The Organization shall, in accordance with paragraph 1 of Article 87, co- 
operate with other inter-governmental organizations in connection with restric- 

e business practices affecting any field coming within the scope of this Charter 
nd those organizations shall be entitled to consult the Organization, to seek 
advice, and to ask that a study of a particular problem be made 


ARTICLE 54. INTERPRETATION AND DEFINITION 


1. The provisions of this Chapter shall be construed with due regard for the 
hts and obligations of Members set forth elsewhere in this Charter and shall 
therefore be so interpreted as to prevent the adoption and enforcement of 
ny measures in so far as they are specifically permitted under other Chapters 
this Charter. The Organization may, however, make recommendations to 
Members or to any appropriate inter-governmental organization concerning any 
features of these measures which may have the effect indicated in paragraph 1 
of Article 46. 
2. For the purposes of this Chapter 
(a) the term “business practice” shall not be so construed as to include 
an individual contract between two parties as seller and buyer, lessor and 
lessee, or principal and agent, provided that such contract is not used to 
restrain competition, limit access to markets or foster monopolistic control; 
(b) the term “public commercial enterprises” means 
(i) agencies of governments in so far as they are engaged in trade, 
and 
(ii) trading enterprises mainly or wholly owned by public authority, 
provided the Member concerned declares that for the purposes of this 
Chapter it has effective control over or assumes responsibility for the 
enterprises ; 
(c) the term “private commercial enterprises” means all commercial 
enterprises other than public commercial enterprises ; 
(d) the term “decide” and “decision” as used in Articles 46, 48 (except in 
paragraphs 8 and 4) and 50 do not determine the obligations of Members, 
but mean only that the Organization reaches a conclusion. 
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CHAPTER VI—INTER-GOVERNMENTAL COMMODITY AGREEMENTS 
Section A—Introductory considerations 
ARTICLI DIFFICULTIES RELATING TO PRIMARY COMMODITIES 


The Members recognize that the conditions under which some primary com 
modities are produced, exchanged and consumed are such that international trade 
in these commodities may be affected by special difficulties such as the tendency 


towards persistent disequilibrium between production and consumption, the 
accumulation of burdensome stocks and pronounced fluctuations in prices. These 
special difficulties may have serious adverse effects on the interests of producers 
and consumers, as well as widespread repercussions jeopardizing the genera] 


policy of economie expansion. The Members recognize that such difficulties may, 
at times, necessitate special treatment of the international trade in such com- 
modities through inter-governmental agreement. 


ARTICLE 56. PRIMARY AND RELATED COMMODITIES 


1. For the purposes of this Charter, the term “primary commodity” means any 
product of farm, forest or fishery or any mineral, in its natural form or which 
has undergone such processing as is customarily required to prepare it for mar- 
keting in substantial volume in international trade 

2. The term shall also, for the purposes of this Chapter, cover a group of com 
modities, of which one is a primary commodity as defined in paragraph 1 and 
the others are commodities, which are so closely related, as regards conditions 
of production or utilization, to the other commodities in the group, that it is 
appropriate to deal with them in a single agreement. 

3. If, in exceptional circumstances, the Organization finds that the conditions 
set forth in Article 62 exist in the case of a commodity which does not fall pre 
cisely under paragraphs 1 or 2 of this Article, the Organization may decide that 
the provisions of this Chapter, together with any other requirements it may 
establish, shall apply to inter-governmental agreements regarding that commodity 


ARTICLE 57. OBJECTIVES OF INTER-GOVERNMENTAL COMMODITY AGREEMENTS 


The Members recognize that inter-governmental commodity agreements are 
appropriate for the achievement of the following objectives : 

(a) to prevent or alleviate the serious economie difficulties which may arise 
when adjustments between production and consumption cannot be effected 
by normal market forces alone as rapidly as the circumstances require ; 

(¥) to provide, during the period which may be necessary, a framework 
for the consideration and development of measures which have as their 
purpose economic adjustments designed to promote the expansion of con 
sulnption or a shift of resources and man-power out of over-expanded indus 
tries into new and productive occupations, including as far as possible in 
appropriate cases, the development of secondary industries based upon 
domestic production of primary commodities ; 

(c) to prevent or moderate pronounced fluctuations in the price of a 
primary commodity with a view to achieving a reasonable degree of stability 
on a basis of such prices as are fair to consumers and provide a reasonable 
return to producers, having regard to the desirability of securing long-term 
equilibrium between the forces of supply and demand; 

(d) to maintain and develop the natural resources of the world and pro 
tect them from unnecessary exhaustion; 

(e) to provide for the expansion of the production of a primary com- 
modity where this can be accomplished with advantage to consumers and 
producers, including in appropriate cases the distribution of basic foods at 
special prices ; 

(f) to assure the equitable distribution of a primary commodity in short 
supply 


Section B—Inter-Governmental Commodity Agreements in General 








ARTICLE 58. COMMODITY STUDIES 


















1. Any Member which considers itself substantially interested in the produc- 
tion or consumption of, or trade in, a particular primary commodity, and which 
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ders that international trade in that commodity is, or is likely to be, affected 

pecial difficulties, shall be entitled to ask that a study of the commodity be 
ide 

Unless the Organization decides that the case put forward in support of the 

est does not warrant such action, it shall promptly invite each Member to 


nt representatives to a study group for the commodity, if the Member con- 
siders itself substantially interested in the production or consumption of, or 
de in, the commodity Non-Members may also be invited. 


rhe study group shall promptly investigate the production, consumption and 

trade situation in regard to the commodity, and shall report to the participating 

ernments and to the Organization its findings and its recommendations as to 

best to deal with any special difficulties which exist or may be expected to 

e. The Organization shall promptly transmit to the Members these findings 
nd recommendations. 


ARTICLE 59. COMMODITY CONFERENCI 


1. The Organization shall promptly convene an inter-governmental conference 
to discuss measures designed to meet the special difficulties which exist or are 
xpected to arise concerning a particular primary commodity : 
(a) on the basis of the recommendations of a study group, or 
(b) at the request of Members whose interests represent a significant part 
of world production or consumption of, or trade in, that commodity, or 
(c) at the request of the Members which consider that their economies 
re dependent to an important extent on that commodity, unless the Organi- 
zation consider that no useful purpose could be achieved by convening the 
conference, or 
(d) on its own initiative, on the basis of information agreed to be adequate 
by the Members substantially interested in the production or consumption of, 
or trade in, that commodity. 
2. Each Member which considers itself substantially interested in the produc- 
on or consumption of, or trade in, the commodity concerned, shall be invited to 
participate in such a conference. Non-Members may also be invited to par 
pate 


ARTICLE 60. GENERAL PRINCIPLES GOVERNING COM MODITE AGREEMENTS 


1. The Members shall observe the following principles in the conclusion and 
yperation of all type sof inter-governmental commodity agreements: 

(a) Such agreements shall be open to participation, initially by any 
Member on terms no less favourable than those accorded to any other 
country, and thereafter in accordance with such procedure and upon such 
terms as may be established in the agreement, subject to approval by the 
Organization. 

(b) Non-Members may be invited by the Organization to participate in 
such agreements and the provision of sub-paragraph (a) applying to 
Members shall also apply to any non-Member so invited 

(c) Under such agreements there shall be equitable treatment as between 
participating countries and non-participating Members, and the treatment 
accorded by participating countries to non-participating Members shall be 
no less favourable than that accorded to any non-participating non-Member, 
due consideration being given in each case to policies adopted by non-partici- 
pants in relation to obligations assumed and advantages conferred under the 
agreement. 

(ad) Such agreements shall include provision for adequate participation 
of countries substantially interested in the importation or consumption of the 
commodity as well as those substantially interested in its exportation or 
production. 

(e) Full publicity shall be given to any inter-governmental commodity 
agreement proposed or concluded, to the statements of considerations and 
objectives advanced by the proposing Members, to the nature and develop- 
ment of measures adopted to correct the underlying situation which gave rise 
to the agreement and, periodically, to the operation of the agreement. 

2. The Members, including Members not parties to a particular commodity 
agreement, shall give favourable consideration to any recommendation made 
under the agreement for expanding consumption of the commodity in question. 
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ARTICLE 61. TYPES OF AGREEMENTS 


1. For the purposes of this Chapter, there are two types of inter-governmenta} 
commodity agreements: 

(a) commodity control agreements as defined in this Article; and 

()) other inter-governmental commodity agreements. 
Subject to the provisions of paragraph 5, a commodity control agreement 
an inter-governmental agreement which involves: 

(a) the regulation of production or the quantitative control of exports 
or imports of a primary commodity and which has the purpose or might have 
the effect of reducing, or preventing an increase in, the production of, or 
trade in, that commodity ; or 

(b) the regulation of price. 


8 


The Organization shall, at the request of a Member, a study group or a com 
modity conference, decide whether an existing or proposed inter-governmenta 
agreement is a consmodity control agreement within the meaning of paragraph 2 

4. (a) Commodity control agreements shall be subject to all the provisions of 
this Chapter. 

(>) Other inter-governmental commodity agreements shall be subject to the 
provisions of this Chapter other than those of Section C. If, however, the Or 
ganization decides that an agreement which involves the regulation of productio1 
or the quantitative control of exports or imports is not a commodity control agree 
ment within the meaning of paragraph 2, it shall prescribe the provisions of 
Section C, if any, to which that agreement shall conform. 

5. An existing or proposed inter-governmental agreement the purpose of which 
is to secure the co-ordinated expansion of aggregate world production and cor 
sumption of a primary commodity may be treated by the Organization as not 
being a commodity control agreement, even though the agreement provides for 
the future application of price provisions, provided that 

(a) at the time the agreement is entered into, a conmmodity conferenc 
finds that the conditions contemplated are in accordance with the provisions 
of Article 62, and 

(b) from the date on which the price provisions become operative, the 
agreement shall conform to all the provisions of Section C, except that no 
further finding will be required under Article 62. 

6. Members shall enter into any new commodity control agreement only 
through a conference called in accordance with the provisions of Article 59 and 
after an appropriate finding has been made under Article 62. If, in an exceptional 
ease, there has been unreasonable delay in the convening or in the proceedings of 
the study group or of the commodity conference, Members which consider them 
selves substantially interested in the production or consumption of, or trade in, a 
particular primary commodity, may proceed by direct negotiation to the con 
clusion of an agreement, provided that the situation is one contemplated in 
Article 62 (a) or (0) and that the agreement conforms to the other provisions 
of this Chapter. 


Section C—Inter-governmental Commodity Control Agreements 











ARTICLE 





62, 





CIRCUMSTANCES GOVERNING THE 
AGREEMENTS 





UBE OF 





COMMODITY CONTROL 








The Members agree that commodity control agreements may be entered into 
only when a finding has been made through a commodity conference or through 
the Organization by consultation and general agreement among Members sub 
stantially interested in the commodity, that: 

(a) a burdensome surplus of a primary commodity has developed or is 
expected to develop, which, in the absence of specific governmental action, 
would cause serious hardship to producers among whom are small producers 
who account for a substantial portion of the total output, and that these 
conditions could not be corrected by normal market forces in time to prevent 
such hardship, because, characteristically in the case of the primary com 
modity concerned, a substantial reduction in price does not readily lead to a 
significant increase in consumption or to a significant decrease in pro 
duction; or 

(b) widespread unemployment or under-employment in connection with a 
primary commodity, arising out of difficulties of the kind referred to in 
Article 55, has developed or is expected to develop, which, in the absence of 
specific governmental action, would not be corrected by normal market forces 
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in time to prevent widespread and undue hardship to workers because, 
characteristically in the case of the industry concerned, a substantial reduce 
tion in price does not readily lead to a significant increase in consumption 
but to a reduction of employment, and because areas in which the com 
modity is produced in substantial quantity do not afford alternative employ- 
ment opportunities for the workers involved 


ARTICLE 63. ADDITIONAL PRINCIPLES GOVERNING COMMODITY CONTROL AGREEMENTS 


The Members shall observe the following principles governing the conclusion 
and operation of commodity control agreements, in addition to those stated in 
Article 60: 

(a) Such agreements shall be designed to assure the availability of sup 
plies adequate at all times for world demand at prices which are in keeping 
with the provisions of Article 57 (¢c), and, when practicable, shall provide for 
neasures designed to expand world consumption of the commodity. 

()) Under such agreements, participating countries which are mainly 
interested in imports of the commodity concerned shall, in decisions on 
ubstantive matters, have together a number of votes equal to that of those 
mainly interested in obtaining export markets for the commodity Any 
participating country, which is interested in the commodity but which does 
not fall precisely under either of the above classes, shall have an appro 
priate voice within such classes. 

(c) Such agreements shall make appropriate provision to afford increasing 
opportunities for satisfying national consumption and world market require 
ments from sources from which such requirements can be supplied in the 
most effective and economic manner, due regard being had to the need 
for preventing serious economic and social dislocation and to the position of 
producing areas suffering from abnormal] disabiliites 

(d@) Participating countries shall formulate and adopt programmes of 
internal economic adjustment believed to be adequate to ensure as much 
progress as practicable within the duration of the agreement towards solu 
tion of the commodity problem involved. 


ARTICLE 64. ADMINISTRATION OF COMMODITY CONTROL AGREEMENTS 


1. Each commodity control agreement shall provide for the establishment of 
a governing body, herein referred to as a Commodity Council, which shall operate 
in conformity with the provisions of this Article. 

2. Each participating country shall be entitled to have one representative on 
the Commodity Council. The voting power of the representatives shall be deter 


2 


mined in conformity with the provisions of Article 63 (b). 

3. The Organization shall be entitled to appoint a non-voting representative 
to each Commodity Council and may invite any competent inter-governmental 
organization to nominate a non-voting representative for appointment to a Com- 
modity Council. 

+. Each Commodity Council shall appoint a non-voting chairman who, if the 
Council so requests, may be nominated by the Organization. 

5. The Secretariat of each Commodity Council shall be appointed by the Coun- 
cil after consultation with the Organization. 

6. Each Commodity Council shall adopt appropriate rules of procedure and 
regulations regarding its activities. The Organization may at any time require 
their amendment if it considers that they are inconsistent with the provisions 
of this Chapter. 

7. Each Commodity Council shall make periodic reports to the Organization 
on the operation of the agreement which it administers. It shall also make such 
special reports as the Organization may require or as the Council itself con- 
siders to be of value to the Organization. 

8. The expenses of a Commodity Council shall be borne by the participating 
countries, 

%. When an agreement is terminated, the Organization shall take charge of the 
archives and statistical material of the Commodity Council. 


ARTICLE 65. INITIAL TERM, RENEWAL AND REVIEW OF COMMODITY CONTROI 
AGREE MENTS 


1. Commodity control agreements shall be concluded for a period of not more 
than five years. Any renewal of a commodity control agreement, including 

















mo 
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agreements referred to in paragraph 1 of Article 68, shall be for a period not 
exceeding tive years. The provisions of such renewed agreements shall conform 
to the provisions of this Chapter. 

2. The Organization shall prepare and publish periodically, at intervals not 
greater than three years, a review of the operation of each agreement in the 
light of the principles set forth in this Chapter. 

3. Each commodity control agreement shall provide that, if the Organization 
finds that its operation has failed substantially to conform to the principles laid 
lown in this Chapter, participating countries shall either revise the agreement 
to conform to the principles or terminate it 

tf. Commodity control agreements shall include provisions relating to with- 

rawal of any party 


ARTICLE 66. SETTLEMENT OF DISPUTES 


Mach commodity control agreement shall provide that: 

(a) any question or difference concerning the interpretation of the pro 
visions of the agreement or arising out of its operation shall be discussed 
originally by the Commodity Council; and 

(b) if the question or difference cannot be resolved by the Council in 
accordance with the terms of the agreement, it shall be referred by the 
Council to the Organization, which shall apply the procedure set forth in 
Chapter VIIL with appropriate adjustment to cover the case of nor 
Members. 


Section D— Miscellaneous Provisions 
ARTICLE 67. RELATIONS WITH INTER-GOVERNMENTAL ORGANIZATIONS 


With the object of ensuring appropriate cooperation in matters relating to 
inter-governmental commodity agreements, any inter-governmental organization 
which is deemed to be competent by the Organization, such as the Food and 
Avriculture Organization, shall be entitled: 

(a) to attend any study group or commodity conference; 

(b) to ask that a study of a primary commodity be made; 

(c) to submit to the Organization any relevant study of a primary com- 
modity, and to recommend to the Organization that further study of the 
commodity be made or that a commodity conference be convened. 


ARTICLE 68. OBLIGATIONS OF MEMBERS REGARDING EXISTING AND PROPOSED COMMODITY 
AGREEMENTS 


1. Members shall transmit. to the Organization the full text of each inter- 
governmental commodity agreement in which they are participating at the time 
they become Members of the Organization, together with appropriate informa- 
tion regarding the formation, provisions and operations of any such agreement 
If, after review, the Organization finds that any such agreement is inconsistent 
with the provisions of this Chapter, it shall communicate such finding to the 
Members concerned in order to secure promptly the adjustment of the agreement 
to bring it into conformity with the provisions of this Chapter. 

2. Members shall transmit to the Organization appropriate information re 

arding any negotiations for the conclusion of an inter-governmental commodity 
agreement in which they are participating at the time they become Members of 
the Organization. If, after review, the Organization finds that any such nego 
tiations are inconsistent with the provisions of this Chapter, it shall communi- 
cate such finding to the Members concerned in order to secure prompt action with 
regard to their participation in such negotiations. The Organization may waive 
the requirement of a study group or a commodity conference, if it finds it unneces- 
sary in the light of the negotiations 
ARTICLE 69. TERRITORIAL APPLICATION 
For the purposes of this Chapter, the terms “Member” and “non-Member” shall 
include the dependent territories of a Member and non-Member of the Organiza 
tion respectively. If a Member or non-Member and its dependent territories form 
a group, of which one or more units are mainly interested in the export of a com- 
modity and one or more in the import of the commodity, there may be either joint 
representation for all the territories within the group or, where the Member or 
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non-Member so wishes, separate representation for the territories mainly inte1 


ested in exportation and separate representation for the territories mainly 
nterested in importation. 


ARTICLE 70. EXCEPTIONS TO CHAPTER VI 


1. The provisions of this Chapter shall not apply: 

(a) to any bilateral inter-governmenta reement relating to the pur 
chase and sale of a commodity falling under Section D of Chapter I\ 

(b) to any inter-governmental commodity agreement involving no more 
than one exporting country and no more than one importing country ane 
not covered by sub-paragraph (a) above; Provided that if, upon complaint 
by a non-participating Member, the Organization finds that the interests of 
that Member are seriously prejudiced by the agreement, the agreement shall 
become subject to such provisions of this Chapter as the Organization may 
pre scribe: 


(c) to those provisions of any inter-governmental commodity eement 
which are necessary for the protection of public morals or of humat nimal 
life or health, provided that such agreement is not used to accomp 





Its inconsistent with the objectives of Chay ter V or ¢ hapte rw 
(d@) to any inter-governmental agreement relating solely to the conserva 
tion of fisheries resources, migratory birds or wild animals, provided that 
such agreement is not use to accomplish results inconsistent with the ob 
jectives of this Chapter or the purpose and objectives set forth in Article 1 
and is given full publicity in accordance with the provisions of paragraph 1 
of Article 60; if the Organization finds, upon complaint by a non- 
participating Member, that the interests of that Member are seriously preju 
diced by the agreement, the agreement shall become subject to such provi 
sions of this Chapter as the Organization may prescribe. 
2. The provisions of Articles 58 and 59 and of Section C of this Chapter shall 
not apply to inter-governmental commodity agreements found by the Organiza 
ti to relate solely to the equitable distribution of commodities in short supply 
3. The provisions of Section C of this Chapter shall not apply to commodity 
control agreements found by the Organization to relate solely to the conservation 
of exhaustible natural resources. 


CHAPTER VII—THE INTERNATIONAL TRADE ORGANIZATION 
Section A—NStructure and Functions 
ARTICLE 71. MEMBERSHIP 


1. The original Members of the Organization shall be: 
(a) those States invited to the United Nations Conference on Trade and 
Employment whose governments accept this Chapter, in accordance with 
the provisions of paragraph 1 of Article 103, by September 30, 1949 or, if the 
Charter shall not have entered into force by that date, those States whose 
governments agree to bring the Charter into force in accordance with the 
provisions of paragraph 2 (0) of Article 103; 
(b) those separate customs territories invited to the United Nations Con- 
ference on Trade and Employment on whose behalf the competent Member 
accepts this Charter, in accordance with the provisions of Article 104, by Sep 
tember 30, 1949 or, if the Charter shall not have entered into force by that 
date, such separate customs territories which agree to bring the Charter into 
force in accordance with the provisions of paragraph 2 (b) of Article 103 
and on whose behalf the competent Member accepts the Charter in accordance 
with the provisions of Article 104. If any of these customs territories shall 
have become fully responsible for the formal conduct of its diplomatie rela 
tions by the time it wishes to deposit an instrument of acceptance, it shall 
proceed in the manner set forth in sub-paragraph (a) of this paragraph. 
2. Any other State whose membership has been approved by the Conference 
shall become a Member of the Organization upon its acceptance, in accordance 
with the provisions of paragraph 1 of Article 103, of the Charter as amended up 
to the date of such acceptance. 

3. Any separate customs territory not invited to the United Nations Conference 
on Trade and Employment, proposed by the competent Member having responsi- 
bility for the formal conduct of its diplomatic relations and which is autonomous 
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in the conduct of its external commercial relations and of the other matters 

provided for in this Charter and whose admission is approved by the Conference, 
hall become a Member upon acceptance of the Charter on its behalf by the 

competent Member in accordance with the provisions of Article 104 or, in the 

case of a territory in respect of which the Charter has already been accepted 

under that Article, upon such approval by the Conference after it has acquired 
ih autonomy 

1. The Conference shall determine, by a two-thirds majority of the Members 
present and voting, the conditions upon which, in each individual case, membership 
rights and obligations shall be extended to 

(a) the Free Territory of Trieste; 
4) any Trust Territory administered by the United Nations; and 
(c) any other special regime established by the United Nations. 

5. The Conference, on application by the competent authorities, shall determine 
the conditions upon which rights and obligations under this Charter shall apply 
to such authorities in respect of territories under military occupation and shall 
determine the extent of such rights and obligations, 





ARTICLE 72. FUNCTIONS 


1. The Organization shall perform the functions attributed to it elsewhere in 
this Charter In addition, the Organization shall have the following functio1 

(a) to collect, analyze and publish information relating to international 
trade, including information relating to commercial policy, business practices, 
commodity problems and industrial and general economic development ; 

(b) to encourage and facilitate consultation among Members on all 
questions relating to the provisions of this Charter ; i 

(c) to undertake studies, and, having due regard to the objectives of this \ 
Charter and the constitutional and legal systems of Members, make recom 
mendations, and promote bilateral or multilateral agreements concerning, 
measures designed 

(i) to assure just and equitable treatment for foreign nationals and 
enterprises ; 

(ii) to expand the volume and to improve the bases of international 
trade, including measures designed to facilitate commercial arbitration 
and the avoidance of double taxation ; 

(iii) to carry out, on a regional or other basis, having due regard to 
the activities of existing regional or other inter-governmental organiza- 
tions, the functions specified in paragraph 2 of Article 10; 

(iv) to promote and encourage establishments for the technical train 
ing that is necessary for progressive industrial and economic develop- 
ment: and, 

(v) generally, to achieve any of the objectives set forth in Article 1; 

(d) in collaboration with the Economie and Social Council of the United 
Nations and with such inter-governmental organizations as may be appro- 
priate, to undertake studies on the relationship between world prices of 
primary cOmmodities and manufactured products, to consider and, where 
appropriate, to recommend international agreements on, measures designed 
to reduce progressively any unwarranted disparity in those prices; 

(c) generally, to consult with and make recommendations to the Members 
and, as necessary, furnish advice and assistance to them regarding any 
matter relating to the operation of this Charter, and to take any other action 
necessary and appropriate to carry out the provisions of the Charter ; 

(f) to co-operate with the United Nations and other inter-governmental 
organizations in furthering the achievement of the economic and social objec 
tives of the United Nations and the maintenance or restoration of inter- 
national peace and security. 

2. In the exercise of its functions the Organization shall have due regard to 
the economic circumstances of Members, to the factors affecting these circum- 
stances and to the consequences of its determinations upon the interests of the 
Member or Members concerned. 


























ARTICLE 73, STRUCTURE 








The Organization shall have a Conference, an Executive Board, Commissions 
as established under Article 82, and such other organs as may be required. There 
shall also be a Director-General and Staff. 
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Subsection B—The Conference 
ARTICLE 74. COMPOSITION 


Che Conference shall consist of all the Members of the Organization. 
Each Member shall have one representative in the Conference and may 
nt alternates and advisers to its representative. 


ARTICLE 75. VOTING 


Each Member shall have one vote in the Conference. 

Except as otherwise provided in this Charter, decisions of the Conference 

be taken by a majority of the Members present and voting; Provided that 

les of procedure of the Conference may permit a Member to request a 
ond vote if the number of votes cast is less than half the number of the Mem- 

in which case the decision reached on the second vote shall be final whether 
not the total of the votes cast comprises more than half the number of the 


\ bers 


ARTICLE 76. SESSIONS, RULES OF PROCEDURE AND OFFICERS 


Che Conference shall meet at the seat of the Organization in regular annual 
ession and in such special sessions as may be convoked by the Director-General 
e request of the Executive Board or of one-third of the Members. In ex- 
eptional circumstances, the Executive Board may decide that the Conference 
ill be held at a place other than the seat of the Organization. 
2. The Conference shall establish rules of procedure which may include rules 
ippropriate for the carrying out of its functions during the intervals between 
sessions. It shall annually elect its President and other officers. 


ARTICLE 77. POWERS AND DUTIES 


1. The powers and duties attributed to the Organization by this Charter and 
the final authority to determine the policies of the Organization shall be vested 
he Conference. 

The Conference may, by a vote of a majority of the Members, assign to the 
Executive Board any power or duty of the Organization except such specific 
powers and duties as are expressly conferred or imposed upon the Conference by 
this Charter. 

4. In exceptional circumstances not elsewhere provided for in this Charter, 

» Conference may Waive an obligation imposed upon a Member by the Charter; 
Provided that any such decision shall be approved by a two-thirds majority of 
the votes cast and that such majority shall comprise more than half of the 
Members. The Conference may also by such a vote define certain categories of 
xceptional circumstances to which other voting requirements shall apply for 
the waiver of obligations. 

1. The Conference may prepare or sponsor agreements with respect to any 

itter within the scope of this Charter and, by a two-thirds majority of the 
Members present and voting, recommend such agreements for acceptance. Each 
Member shall within a period specified by the Conference, notify the Director- 
General of its acceptance or non-acceptance. In the case of non-acceptance, a 
statement of the reasons therefor shall be forwarded with the notification. 

The Conference may make recommendations to inter-governmental organi- 
ations on any subject within the scope of this Charter. 

6. The Conference shall approve the budget of the Organization and shall 
pportion the expenditures of the Organization among the Members in accord- 
ance with a scale of contributions to be fixed from time to time by the Con- 
ference following such principles as may be applied by the United Nations. 
If a maximum limit is established on the contribution of a single Member with 
respect to the budget of the United Nations, such limit shall also be applied 
with respect to contributions to the Organization. 
7. The Conference shall determine the seat of the Organization and shall 
establish such branch offices as it may consider desirable 


Section C—The Executive Board 
ARTICLE 78. COMPOSITION OF THE EXECUTIVE BOARD 


1. The Executive Board shall consist of eighteen Members of the Organization 
selected by the Conference. 
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2. (a) The Executive Board shall be representative of the broad geographica 
are to which the Members of the Organization belong 

b) A customs union, as defined in paragraph 4 of Article 44, shall be eco 

dered eligible for selection as a member of the Executive Board on the same 


ba i i ngle Member of the Organization if all of the members of the 
customs union are Members of the Organization and if all its members desire 
to be repre ented r unit 
» J erecting he members of the Executive Board, the Conference sh 
h revard to the objective of ensuring that the Board includes Members of 
chief « omic importance, in the determination of which particular regard 
shall be paid to their shares in international trade, and that it is representative 
of the different types of economies or degrees of economic development to be 
found within the membership of the Organization 
) At intervals of three years the Conference shall determine, by a two 
thir majority of the Members present and voting, the eight Members of chief 
economic importance, in the determination of which particular regard shall b 
paid to their shares in international trade. The Members so determined shall 
bie ‘ ed embers of the Executive Board 
(/ rhe other members of the Executive Board shall be elected by the Co 
fer e] vo-thirds majority of the Members present and voting 
Y If o tw onsecutive ballots no member is elected, the remainder of 


the election shall be decided by a majority of the Members present and votins 

t. Subject to the provisions of Annex L, the term of office of a member of 
the Executive Board shall be three vears, and any vacancy in the membershiy 
of the Board may be filled by the Conference for the unexpired term of the 


5. The Conference shall establish rules for giving effect to this Article 
ARTICLE 79. VOTING 


1. Each member of the Executive Board shall have one vote 
2. Decisions of the Executive Board shall be made by a majority of the 


votes cast 


ARTICLE 80. SESSIONS, RULES OF PROCEDURE AND OFFICERS 


1. The Executive Board shall adopt rules of procedure, which shall include 
rules for the convening of its sessions, and which may include rules appropriate 
for the carrying out of its functions during the intervals between its sessions 
The rules of procedure shall be subject to confirmation by the Conference. 

2. The Executive Board shall annually elect its Chairman and other officers, 
who shall be eligible for re-election. 

%. The Chairman of the Executive Board shall be entitled er officio to par- 
ticipate, without the right to vote, in the deliberations of the Conference. 

t. Any Member of the Organization which is not a member of the Executive 
Board shall be invited to participate in the discussion by the Board of any 
matter of particular and substantial concern to that Member and shall, for 
the purpose of such discussion, have all the rights of a member of the Board 
except the right to vote 











ARTICLE 81. POWERS AND DUTIES 

1. The Executive Board shall be responsible for the execution of the policies 
of the Organization and shall exercise the powers and perform the duties as 
signed to it by the Conference. It shall supervise the activities of the Commis 
sions and shall take such action upon their recommendations as it may deem 
appropriate 

2. The Executive Board may make recommendations to the Conference, or 
to inter-governmental organizations, on any subject within the seope of this 


Charter 





Section D—The Commissions 








ARTICLE 82. ESTABLISHMENT AND FUNCTIONS 








The Conference shall establish such Commissions as may be required for the 
performance of the functions of the Organization. The Commissions shall have 
such functions as the Conference may decide. They shall report to the Executive 
Board and shall perform such tasks as the Board may assign to them. They 
shall consult each other as necessary for the exercise of their functions. 























STOCKPILING STRATEGIC AND CRITICAL MATERIALS 7 7 


ARTICLE 83. COMPOSITION AND RULES OF PROCEDURE 


t. The Commissions shall be composed of persons whose appointment, unless 
Conference decides otherwise, shall be made by the Executive Board. In all 

es, these persons shall be qualified by training and experience to carry out the 
tions of the Commission to which they are appointed. 

Che number of members, which for each Commission shall normally not 
ceed seven, and the conditions of service of such members shall be determined 
accordance With regulations prescribed by the Conference 

Each Commission shall elect a Chairman. It shall adopt rules of procedure 
hich shall be subject to approval by the Executive Board. 
t+. The rules of procedure of the Conference and of the Executive Board shall 
vide as appropriate for the participation in their deliberations, without the 
“ht to vote, of the chairmen of Commissions. 
». The Organization shall arrange for representatives of the United Nations and 
‘ other intergovernmental organizations which are considered by the Organiza- 
n to have a special competence in the field of activity of any of the Commissions, 
participate in the work of such Commission 


he 


Section E—The Director-General and Staff 
ARTICLE 84. THE DIRECTOR-GENERAI 


i. The chief administrative officer of the Organization shall be the Director- 
neral. He shall be appointed by the Conference upon the recommendation of 
ie Executive Board, and shall be subject to the general supervision of the 
Board The powers, duties, conditions of service and terms of office of the 
Director-General shall conform to regulations approved by the Conference 
Che Director-General or his representative shall be entitled to participate, 
thout the right to vote, in all meetings of any organ of the Organization. 
3. The Director-General shall present to the Conference an annual report on 
work of the Organization, and the annual budget estimates and financial 
tements of the Organization. 


ARTICLE 85. THE STAFI 


1. The Director-General, having first consulted with and having obtained the 
agreement of the Executive Board, shall have authority to appoint Deputy 
Directors-General in accordance with regulations approved by the Conference. 
The Director-General shali also appoint such additional members of the Staff as 
may be required and shall fix the duties and conditions of service of the members 
of the Staff, in accordance with regulations approved by the Conference. 

2. The selection of the members of the Staff, including the appointment of the 
Deputy Directors-General, shall as far as possible be made on a wide geographical 
basis and with due regard to the various types of economy represented by Member 

intries. The paramount consideration in the selection of candidates and in 
determining the conditions of service of the Staff shall be the necessity of 
securing the highest standards of efficiency, competence, impartiality and 
integrity. 

o. The regulations concerning the conditions of service of members of the 
Staff, such as those governing qualifications, salary, tenure and retirement, shall 
be fixed, so far as practicable, in conformity with those for members of the 
secretariat of the United Nations and of specialized agencies. 








Section F—Other Organizational Provisions 
ARTICLE 86. RELATIONS WITH THE UNITED NATIONS 


l. The Organization shall be brought into relationship with the United Nations 
is soon as practicable as one of the specialized agencies referred to in Article 
»¢ of the Charter of the United Nations. This relationship shall be effected by 
agreement approved by the Conference. 

2. Any such agreement shall, subject to the provisions of this Charter, provide 
for effective cooperation and the avoidance of unnecessary duplication in the 
activities of these organizations, and for co-operation in furthering the mainte- 
nance or restoration of international peace and security. 

3. The Members recognize that the Organization should not attempt to take 

tion which would involve passing judgment in any way on essentially political 

atters. Accordingly, and in order to avoid conflict of responsibility between the 
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United Nations and the Organization with respect to such matters, any measure 
taken by a Member directly in connection with a political matter brought befor: 
the United Nations in accordance with the provisions of Chapters IV or VI of thé 
United Nations Charter shall be deemed to fall within the scope of the United 
Nations, and shall not be subject to the provisions of this Charter. 

t. No action, taken by a Member in pursuance of its obligations under the 
United Nations Charter for the maintenance or restoration of international pears 
and security, shall be deemed to conflict with the provisions of this Charter. 


ARTICLE 8&7. RELATIONS WITH OTHER ORGANIZATIONS 


1. The organization shall make arrangements with other inter-governmenta] 
organizations, which have related responsibilities, to provide for effective co- 
operation and the avoidance of unnecessary duplication in the activities of these 
organizations. The Organization may for this purpose arrange for joint co 
niittees, reciprocal representation at meetings and establish such other working 
relationships as may be necessary. 

2. The Organization may make suitable arrangements for consultation and 
co-operation with non-governmental organizations concerned with matters within 
the scope of this Charter. 

3. Whenever the Conference and the competent authorities of any inter 
governmental organization whose purposes and functions lie within the seope 
of this Charter deem it desirable 

(a) to incorporate such inter-governmental organization into the Organ 
zation, or 
()) to transfer all or part of its functions and resources to the Organiza 
tion, or 
(c) to bring it under the supervision or authority of the Organization 
the Director-General, subject to the approval of the Conference, may enter into 
an appropriate agreement The Members shall, in conformity with their inter 
national obligations, take the action necessary to give effect to any such 
agreement. 


ARTICLE 88. INTERNATIONAL CHARACTER OF THE RESPONSIBILITIES OF THE DIRECTOR 
GENERAL, STAFF AND MEMBERS OF COM MISSIONS 


1. The responsibilities of the Director-General and of the members of the 
Staff shall be exclusively international in character. In the discharge of their 
duties, they shall not seek or receive instructions from any government or from 
any other authority external to the Organization. They shall refrain from any 
action which might reflect on their position as international officials. 

2. The provisions of paragraph 1 shall also apply to the members of the 
Commissions. 

3. The Members shall respect the international character of the responsibilities 
of these persons and shall not seek to influence them in the discharge of thei: 
duties. 


ARTICLE 89. INTERNATIONAL LEGAL STATUS OF THE ORGANIZATION 


The Organization shall have legal personality and shall enjoy such lega 
capacity as may be necessary for the exercise of its functions. 


ARTICLE 90. STATUS OF THE ORGANIZATION IN THE TERRITORY OF MEMBERS 


1. The Organization shall enjoy in the territory of each of its Members such 
legal capacity, privileges and immunities as may be necessary for the exercise 
of its functions 

2. The representatives of Members and the officials of the Organization shall 
similarly enjoy such privileges and immunities as may be necessary for the 
independent exercise of their functions in connection with the Organization. 

When the Organization has been brought into relationship with the United 
Nations as provided for in paragraph 1 of Article 86, the legal capacity of th: 
Organization and the privileges and immunities provided for in the precedin 
paragraphs shall be defined by the General Convention on Privileges and Immuni 
ties of the Specialized Agencies, adopted by the General Assembly of the United 
Nations, as from time to time amended, and as supplemented by an annex relat 
ing to the International Trade Organization. 








STOCKPILING STRATEGIC AND CRITICAL MATERIALS 759 


ARTICLE 91. CONTRIBUTIONS 


Each Member shall contribute promptly to the Organization its share of the 
penditure of the Organization as apportioned by the Conference. A Member 
which is in arrears in the payment of its contributions shall have no vote in the 
organs of the Organization, if the amount of the arrears equals or exceeds the 
sunt of the contribution due from it in respect of the preceding two complete 
rs. The Conference may, nevertheless, permit such a Member to vote, if it is 
sfied that the failure to pay is due to circumstances beyond the control of the 
Member. 


CHAPTER VIII—SeEtTTLEMENT OF DIFFERENCES 
ARTICLE 92. RELIANCE ON THE PROCEDURES OF THE CHARTER 


1. The Members undertake that they will not have recourse, in relation to other 
Members and to the Organization, to any procedure other than the procedures 
envisaged in this Charter for complaints and the settlement of differences aris 
¢ out of its operation. 
” The Members also undertake, without prejudice to any other international 
vreement, that they will not have recourse to unilaterial economic measures 
iny kind contrary to the provisions of this Charter. 


ARTICLE 93. CONSULTATION AND ARBITRATION 


1. If any Member considers that any benefit accruing to it directly or in- 
rectly, implicitly or explicitly, under any of the provisions of this Charter other 
in Article 1, is being nullified or impaired as a result of 
(a) a breach by a Member of an obligation under this Charter by action 
or failure to act, or 
(b) the application by a Member of a measure not conflicting with the 
provisions of this Charter, or 
(c) the existence of any other situation 
he Member may, with a view to the satisfactory adjustment of the matter, 
make written representations or proposals to such other Member or Members as 
considers to be concerned, and the Members receiving them shall give sym 
pathetic consideration thereto. 

2. The Members concerned may submit the matter arising under paragraph 1 
to arbitration upon terms agreed between them; Provided that the decision of 
the arbitrator shall not be binding for any purpose upon the Organization or 
upon any Member other than the Members participating in the arbitration. 

3. The Members concerned shall inform the Organization generally of the 
progress and outcome of any discussion, consultation or arbitration undertaken 

der this Charter. 


ARTICLE 94. REFERENCE TO THE EXECUTIVE BOARD 


1. Any matter arising under sub-paragraphs (a) or (0) of paragraph 1 of 
(Article 98 which is not satisfactorily settled and any matter which arises under 
paragraph 1 (c) of Article 93 may be referred by any Member concerned to the 
Executive Board. 

2. The Executive Board shall promptly investigate the matter and shall decide 
Whether any nullification or impairment within the terms of paragraph 1 of 
Article 98 in fact exists. It shall then take such of the following steps as may 
be appropriate: 

(a) decide that the matter does not call for any action; 

(bd) recommend further consultation to the Members concerned ; 

(c) refer the matter to arbitration upon such terms as may be agreed 
between the Executive Board and the Members concerned ; 

(d) in any matter arising under paragraph 1 (a) of Article 93, request 
the Member concerned to take such action as may be necessary for the Mem 
ber to conform to the provisions of this Charter ; 

(e) in any matter arising under sub-paragraph (0) or (c) of paragraph 
1 of Article 93, make such recommendations to Members as will best assist 
the Members concerned and contribute to a satisfactory adjustment 

8. If the Executive Board considers that action under sub-paragraph (d) and 
(e) of paragraph 2 it is not likely to be effective in time to prevent serious injury, 

nd that any nullification or impairment found to exist within the terms of para- 
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graph 1 of Article 93 is sufficiently serious to justify such action, it may, subject 
to the provisions of paragraph 1 of Article 95, release the Member or Members 
affected from obligations or the grant or concessions to any other Member or 
Members under or pursuant to this Charter, to the extent and upon sueh condi 
tions as it considers appropriate and compensatory, having regard to the benefit 
Which has been nullified or impaired 
1. The Executive Board may, in the course of its investigation, consult with 
ich Members or inter-governmental organizations upon such matters within the 
cope of this Charter as it deems appropriate. It may also consult any appro 
priate commission of the Organization on any matter arising under this Chapter 
» The Executive Board may bring any matter, referred to it under this Article 
before the Conference at any time during its consideration of the matter. 


ARTICLE 95. REFERENCE TO THE CONFERENCE 


1. The Executive Board shall, if requested to do so within thirty days by a 
Member concerned, refer to the Conference for review any action, decision or 
recommendation by the Executive Board under paragraphs 2 or 3 of Article 94, 
Unless such review has been asked for by a Member concerned, Members shall 
be entitled to act in accordance with any action, decision or recommendation of 
the xecutive Board under paragraphs 2 or 3 of Article 94. The Conference shall 
confirm, modify or reverse such action, decision or recommendation referred to 
under this paragraph 

2. Where a matter arising under this Chapter has been brought before the Con- 
ference by the Executive Board, the Conference shall follow the procedure set 
out in paragraph 2 of Article 94 for the Executive Board. 

3. If the Conference considers that any nullification or impairment found to 
exist within the terms of paragraph 1 (@) of Article 93 is sufficiently serious to 
justify such action, it may release the Member or Members affected from obliga- 
tions or the grant of concessions to any other Member or Members under or pur- 
suant to this Charter, to the extent and upon such conditions as it considers 
uppropriate and compensatory, having regard to the benefit which has been nulli 
fied or impaired. If the Conference considers that any nullification or impair- 
ment found to exist within the terms of sub-paragraphs (b) or (c) of paragraph 1 
or Article 98 is sufficiently serious to justify such action, it may similarly release 
u Member or Members to the extent and upon such conditions as will best assist 
the Members concerned and contribute to a satisfactory adjustment. 

4. When any Member or Members, in accordance with the provisions of para- 
graph 5, suspend the performance of any obligation or the grant of any concession 
io another Member, the latter Member shall be free, not later than sixty days 
after such action is taken, or if an opinion has been requested from the Inter- 
national Court of Justice pursuant to the provisions of Article 96, after such 
opinion has been delivered, to give written notice of its withdrawal from the 
Organization. Such withdrawal shall become effective upon the expiration of 
sixty days from the day on which such notice is received by the Director-General 


ARTICLE 96. REFERENCE TO THE INTERNATIONAL COURT OF JUSTICE 


1. The Organization may, in accordance with arrangements made pursuant to 
paragraph 2 of Article 96 of the Charter of the United Nations, request from the 
international Court of Justice advisory opinions on legal questions arising within 
the scope of the activities of the Organization. 

2. Any decision of the Conference under this Charter shall, at the instance of 
any Member whose interests are prejudiced by the decision, be subject to review 
by the International Court of Justice by means of a request, in appropriate form, 
for an advisory opinion pursuant to the Statute of the Court. 

8. The request for an opinion shall be accompanied by a statement of the 
question upon which the opinion is required and by all documents likely to throw 
light upon the question. This statement shall be furnished by the Organization 
in accordance with the Statute of the Court and after consultation with the 
Members substantially interested. 

1. Pending the delivery of the opinion of the Court, the decision of the Con- 
ference shall have full force and effect; Provided that the Conference shall sus- 
pend the operation of any such decision pending the delivery of the opinion where, 
in the view of the Conference, damage difficult to repair would otherwise be 
caused to a Member concerned. 
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The Organization shall consider itself bound by the opinion of the Court on 
question referred by it to the Court In so far as it does not accord with the 


nion of the Court, the decision in question shall be modified 
ARTICLE 97. MISCELLANEOUS PROVISIONS 


Nothing in this ¢ hapter shall be onstrued to exclude other procedure Ss pro 
in this Charter for consultation and the settlement of differences arising 


f its operatiol Che Organization may regard discussion, consultation or 
gation undertaken under any other provisions of this Charter as fulfilling 
whole or in part, any simil procedural quirement in this Chapte! 
fhe Conference and the Executive Board shall establish such rules of pr 

eas may be necessary to carry out the provisions of this Chapter 


CHAPTER IX—GENERAL PROVISIONS 





ARTICLI 'S, RELATIONS WITH NON-MEMBERS 
g in this Charter shall preclude any Member from maintaining 
‘ tial With nol Ne ub rs 
The Menrbers recognize that it would be onsistent with the purpose of 
('} ter for a Member to seek uny arrangements wilt non-Members for the 
f obtaining for the trade of its country preferential treatment as com 
vith the treatment accorded to the trade of othe Member countries, o1 
onduct its trade with non-Member countries as to result in injury to other 
er countries, Accordingly, 
no Member all enter into a ew ung t with a non-Membe1 
ch pre é the non-Menibe fre ( yg the Member countries 
enefit pro d for by such : ngement 
b) subject to the provisions OL 4 haptetr IV, no Memb shall accor to tiie 
f any non \Mlember couut Vy treatimen Wi Ih, elng more tavourable 
t at which it accords to the trad f any otl Member country, would 
jure the economic interests of a Me r country 
: Notwithstanding the provisions of paragraph 2, Membe nay enter to 
cree = with non-Members in accordance with the provisions of paragrapl 
| e 15 or of paragraph 6 of Article 44 
Nothing in this Charter shall be interpreted to require a Member to accord 
| Member countries treatment as favourable as that which it accords to 
i \ iber countries under the provisions the Charter, and failure to ac d such 
eatinent shall not be regarded as inconsistent with the terms or the spirit of 
urtel 
e Executive Board shall make } odie st ies of general problems sing 
the commercial relations betwee \iembe n mn-Member countries | 
ew to promoting the purpose of the Charter, may make recommendati« 
onference with respect to such relations. Any recommendation involving 
DS In the pro ns of this Article sha | dealt w h i rads me Vitl 
rovislo of Art e 100 
ARTICLI ‘ ERAL EXCEPTIONS 
Ni ing in this Charter shall be nst ied 
a) to require a Member to furnish at nformation the disclosure o 
Which if considers contrary to its essential security interests ; or 
b) to prevent a Member from taking, either singly or with other States, 
acth which it considers necessary for the protection of its essential 
security interests, where such action 
relates to fissionable materials or to the materials from which 
they are derived, o1 
) relates to the tra na Ss nrunith mpiet s ot war 
or to traffic in other goods and materials carried on directly or indirect 





for the purpose of supplying a military establishment of the Member 


or of any other country, ol 


lili) is taken in time of war or other emergency in international 
lis ol 
c) to prevent a Member from entering into or carrying out any inter 
rovernmental agreement (cor othe gvreement on beha of a government for 
the purpose specitied in this sub-paragraph) made by or f i military estab 


89888—54—pt. 4 49 
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lishment for the purpose of meeting essential requirements of the nationg 
security of one or more of the participating countries ; or 
(d) to prevent action taken in accordance with the provisions of Annex M 
to this Charter. 
2. Nothing in this Charter shall be construed to override 
1) any of the provisions of peace treaties or permanent settlem: 
sulting from the Second World War which are or shall be in force and 


ire or shall be registered with the United Nations, or 


(0b) any of the provisions of instruments creating Trust Territories 
other special regimes established by the United Nations 
ARTICLI 0. AMENDMENTS 

1. Anv amendment to this Charter which does not alter the obligat f 
Meml \ ecome effective upon approval by the Conference by a two-thirds 

ijority of the Members. 

2. Any amendment which alters the obligations of Members shall, after receiy 
ng tl approval of the Conteren by a two-thirds majority of the Members 


present and voting, become effective for the Members accepting the amendment 
upon the ninetieth day after two-thirds of the Members have notified the D 
rector-General of their acceptance, and thereafter for each remaining Member 
upon acceptance by it. The Conference may, in its decision approving an ame 
ment under this paragraph and by one and the same vote, determine that t) 
amendment is of such a nature that the Members which do not accept it within 
a specitied period after the amendment becomes effective shall be suspended fron 
membership in the Organization; Provided that the Conference may, at any 
time, by a two-thirds majority of the Members present and voting, determine 
the conditions under which such suspension shall not apply with respect to any 
such Member. 

3. A Member not accepting an amendment under paragraph 2 shall be free to 
withdraw from the Organization at any time after the amendment has become 
effective: Provided, that the Director-General has received from such Member 
sixty days’ written notice of withdrawal; and pr ded further that the with 
drawal of any Member suspended under the provision of paragraph 2 shall be 
come effective upon the receipt by the Director-General of written notice of 
withdrawal. 

1. The Conference shall, by a two-thirds majority of the Members" present 
and voting, determine whether an amendment falls under paragraph 1 or para- 
graph 2, and shall establish rules with respect to the reinstatement of Members 
suspended under the provisions of paragraph 2, and any other rules required for 
carrying out the provisions of this Article. 

». The provisions of Chapter VIII may be amended within the limits and in 
iccordance With the procedure set forth in Annex N 


ARTICLI 01 REVIEW OF THE CHARTER 


1. The Conference shall carry out a general review of the provisions of this 
Charter at a special session to be convened in conjunction with the regular 
al il session nearest the end of the fifth year after the entry into force of the 
Charter 

2. At least one year before the special session referred to in paragraph 1, the 
Director-General shall invite the Members to submit any amendments or obser 
vations which they may wish to propose and shall circulate them for considera 
tion by the Members. 

Amendments resulting from such review shall become effective in accord 
ince With the procedure set forth in Article 100. 


ARTICLE 10 WITHDRAWAL AND TERMINATION 


1. Without prejudice to any special provision in this Charter relating to 
withdrawal, any Member may withdraw from the Organization, either in respect 
of f or of a separate customs territory on behalf of which it has accepted 
the Charter in accordance with the provisions of Article 104, at any time after 
three years from the day of the entry into force of the Charter. 

2. A withdrawal under paragraph 1 shall become effective upon the expiration 
of six months from the day on which written notice of such withdrawal is 
received by the Director-General. The Director-General shall immediately notit 


all the Members of any notice of withdrawal which he may receive under this 


or other provisions of the Charter 
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is Charter may be terminated at any time by agreement of three-fourths 
Members 


ARTICLE 103. ENTRY INTO FORCE AND REGISTRATION 


government of each State accepting this Charter shall deposit an 
nt of acceptance with the Secretary-General of the United Nations, 
i inform all governments represented at the United Nations Conference 
:.de and Employment and all Members of the United Nations not so repre- 
n the date of deposit of each instrument of acceptance and of the day on 
he Charter enters into force, Subject to the provisions of Annex O, after 
ry into force of the Charter in accordance with the provisions of para- 
ich instrument of acceptance so deposited shall take effect on the 
day following the day on which it is deposited. 
This Charter shall enter into forces 
i) on the sixtieth day following the day on which a majority of the 
vernments signing the Final Act of the United Nations Conference on 
e and Employment have deposited instruments of acceptance in accord 
e with the provisions of paragraph 1; or 
i) if, at the end of one year from the date of signature of the said Final 
Act, it has not entered into force in accordance with the provisions of sub- 
paragraph (a) (i), then on the sixtieth day following the day on which 
number of governments represented at the United Nations Conference on 
ide and Employment which have deposited instruments of acceptance in 
cordance with the provisions of paragraph 1 shall reach twenty ; Provided 
that if twenty such governments have deposited acceptances more than sixty 
days before the end of such year, it shall not enter into force until the end 
of that year. 
if this Charter shall not have entered into force by September 30, 1949, 
Secretary-General of the United Nations shall invite those governments which 
have deposited instruments of acceptance to enter into consultation to deter- 
mine whether and on what conditions they desire to bring the Charter into 





Until September 30, 1949, no State or separate customs territory, on behalf 
which the said Final Act has been signed, shall be deemed to be a non-Mem- 
er for the purposes of Article 98 
t+. The Secretary-General of the United Nations is authorized to register this 
Charter as soon as it enters into force. 





ARTICLE 104. TERRITORIAL APPLICATION 


Each government accepting this Charter does so in respect of its metro- 
tan territory and of the other territories for which it has international re- 
sponsibility, except such separate customs territories as it shall notify to the 
Organizaion at the time of its own acceptance. 
\ny Member may at any time accept this Charter, in accordance with the 
sions of paragraph 1 of Article 103, on behalf of any separate customs 
ritory excepted under the provisions of paragraph 1. 
j . Each Member shall take such reasonable measures as may be available 
» it to ensure observance of the provisions of this Charter by the regional and 
ocal governments and authorities within its territory. 


ARTICLE 105. ANNEXES 
he Annexes to this Charter form an integral part thereof. 


06. DEPOSIT AND AUTHENTICITY OF TEXTS ; TITLE AND DATE OF THE CHARTER 


1. The original texts of this Charter in the official languages of the United 
tions shall be deposited with the Secre tary General of the United Nations, 
» will furnish certified copies of the texts to all interested governments 
bject to the provisions of the Statute of the International Court of Justice, 

texts shall be equally authoritative for the purposes of the interpretation 


we Charter, und any dis repancy between texts shall be settled by the 
renee 

Che date of this Charter shall be March 24, 1948 

This Charter for an International Tra Orgat ition shall be known as 


la Charter 
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Pierre and Miquelon 
under French Mandate ~ 





ANNEX C 


ve TERRITORIES OF THE CUSTOMS UNION or BetGium, LUXEMBOURG AND THE 
NETHERLANDS REFERRED TO IN PARAGRAPH 2 (0b) or ARTICLE 16 


Economic Union of Belgium and Luxembourg 


| mports into the metropolitan territories of the Customs Union.) 


ANNEX D 


TERRITORIES OF THE UNITED STATES OF AMERICA REFERRED TO IN PARAGRAPH 
2 (b) or ARTICLE 16 


States of America (customs territory) 


Dependent territories of the United States of America 
ANNEX E 
List OF PORTUGUESE TERRITORIES REFERRED TO IN PARAGRAPH 2 (0b) oF ARTICLE 16 


P igal and the Archipelagoes of Madeira and the Azores 
Archipelago of Cape Verde 


fome and Principe and Dependencies 
S. Joao Batista de Ajuda 
Cabinda 
Angola 
M ambique 
State of India and Dependencies 
Macao and Dependencies 
| or and Dependencies 


ANNEX F 


List OF ‘TERRITORIES COVERED BY PREFERENTIAL ARRANGEMENTS BETWEEN CHILE 
\ND NEIGHBOURING COUNTRIES REFERRED TO IN PARAGRAPH 2 (E) OF ARTICLE 16 


references in force exclusively between, on the one hand, 
Chile 
il on the other hand, 
1. Argentina 
2. Bolivia 
3. Peru, 
respectively 


ANNEX G 


LIst OF TERRITORIES COVERED BY PREFERENTIAL ARRANGEMENTS BETWEEN THE SYRO 
LEBANESE CUSTOMS UNION AND NEIGHBOURING COUNTRIES REFERRED TO IN PABA 
GRAPH 2 (€) OF ARTICLE 16 


Preferences in force exclusively between, on tl 
The Syro-Lebanese Customs Union 
ind, on the other hand, 
1. Palestine 
2. Transjordan, 
respectively. 


e one hand, 


*For imports into Metropolitan France and territories of the French Union 
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any time the Organization finds that import restrictions are being ap 
Member in a discriminatory manner inconsistent with the exceptions 
for under paragraph 1 of this Annex, the Member shall, within sixty 

e the discrimination or modify it as specified by the Organization 
that any action under paragraph 1 of this Annex, to the extent that it 
pproved by the Organization at the request of a Member under a pro 
to that of paragraph 5 (c) of Article 21, shall not be open to 
igraph or under paragraph 5 (d) of Article 21 on the 


ogous 


under this par: 








hat it is inconsistent with the provisions of Article 22 
ANNEX L 
RELATING TO ARTICLE 78 
rION OF THE MEMBERS OF THE FIRST XECUTIVE BOARD 
vork of the Conference at its first session, the following rules 
wit respect to the selection of the me ers of the first Executive 
nde the prov sions of Article 78: 


eats on the Board shall be filled under sub-paragraphs (a) and (0b) of 
h 3 of Article 78 by Member countries of the Western Hemisphere If 
‘ h . 
7 











e { I ‘ of e Wester? ler ihere eligible for election undet 
h 3 (bv) of Article 78, have not be e Members of the Organizati 
of the election, only three seats shall be filled under paragraph 
or more of the countries of the Western Hemisphere, eligible for « n 
raph 3 (0b), have not become Meml of the Organization at the t e 
on, only two seats sha e filled under paragraph 3 (bd). TI! eat 
hus upied shall not be filled unless the Conference otherwise de 
is majority of the Members present and voting. 
ensure a selection in ac dat with the provisions of paragraph 
e 7S he LOW count e i 1 Customs unk s shall e deemed 
j ns set out there 
intrie in th \ eI I S ¢ nad the } ¢ I 3 
tI y ma 
‘ ( } I I I I nat nal tr 1 t} } 
vitl } rgest pop on in the world 
f the countries, inclndin I nt rticipating in a « yms 
1 Me her of the Organ ion at the time of the election. the ¢ r 
view the s ation ; howey ] né l seat or its shall 1 he 
Conference otherwise d o-thirds majority of th 
nt and voting 
he election of members of the Exe I d under the provision f 
b) of Art 78, the Cor hall 1 e regard to the pro 
f ra iph 2 of that rt e and he fa ( iin relat nships 
1 geoera ! rou] I ( i iS¢ ive § l 
distinctive and unified « racte 
e members selected under paragraph 8 (a) of Article 78 shall serve for a 
hree years. Of the members elected under paragraph 3 (b), half de 
ed by lot ll serve for a term of two years, and the other half for a term 
i f r vears However, if an uneven num I een elected, tl 
' ( erence shall determine the number to for fou vears 
tively 
ANNEX M 
i REFERRED TO IN PArac I F ARTI 
j 
S} TAL PROVISIONS } RIT N NDIA AND PA STAN 
i ew of the special circumstances aris out of the establishment as inde 
lent States of India and Pakistan, which have long constituted an economic 
if, the provisions of this Charter shall not prevent the two countries from 
| ering into special interim agreements with respect to the trade between them, 
‘the establishment of their re« ‘ trade tI ations on a definitive basis 
en these relations have been established, mea es adopted by these countries 


der to carry out definitive agreements with respect to their reciprocal trade 


ons, may depart from particular provisions of the Charter, provided that 


1 measures are in general consistent with the objectives of the Charter 


t 





‘hat is, North, Central and South America 
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ANNEX N 
REFFERRED TO IN PARAGRAPH 5 OF ARTICLE 100 
SPECIAL AMENDMENT OF CHAPTER VIII 


amendment to the provisions of Chapter VITI which may be recommend 
Interim Commission for the International Trade Organization after 
with the International Court of Justice and which rel 
irt of matters which arise out of the Charter but which are not already 
Chapter VIII, shall become effective npon appr il by the Confere ' 
gular S@SSiOI by a vote of a m: ity « he Members: P» 


ites ft review 


ndment shall not provide for) » Court of any econo 
fact as established by or through the Organization; and Pro 
such amendment shall not affect the « ion of Members to ac 
ry opinion of the Court as binding on the Organization upon the points 
ered by such opinion; and Provided irther that f such amendment alt 
e obligations of Members, any Member which does not accept the amendmer 
iy withdraw from the Organization upon the expiration of sixty days f1 
the day on which written notice of such withdrawal is received by the Direct 


ANNEX O 
REFERRED TO IN PARAGRAPH 1 OF ARTICLE 1038 
ACCEPTANCES WITHIN SI Y DAYS OF TH FIRST REGULAR SESSION 


or the purpose of the first regular session of the Conference, any. government 
has deposited an instrument of acceptance in accordance with the proy 
agraph 1 of Article 105 prior to the first day of the session, shall 
ime right to participate in the Conference as a Member 


ANNEX P 
INTERPRETATIVE NOTES 


AD ARTICLE 1 
(a) (tt) and (iii) 


‘processing’, as used in these subparagraphs, means the trai 


primary commodity or of a by-product of 1 ransformation into semi- 


finished goods but does t efer ts } l le eloped ndustrial 


Che special circumstances referred to in paragraph 1 are those set 
Article 15 


Parag aph f (a) 
rhe Organization need not interpret the term “economic region” to require close 
geographical proximity if it is satisfied that a sufficient degree of economic inte 


on exists between the countries concerned 


ragraph 6 (d) 
rhe words “the prospective parties to a regional preferential agreement have, 
prior to November 21, 1947, obtained from countries representing at least two 
ls of their import trade the right to depart from most-favoured-nation treat- 
t in the cases envisaged in the agreement” cover rights to conclude preferen 
il agreements which may have been recognized in respect of mandated terri 
ies which became independent prior to November 21, 1947, in so far as these 
hts have not been specifically denounced before that date 


AD ARTICLE 16 
Vote 1 

The term “margin of preference” means the absolute difference between the 
most-favoured-nation rate of duty and the preferential rate of duty for the like 
product, and not the proportionate relation between those rates. As examples: 

1. If the most-favoured-nation rate were 36 per cent ad valorem and the prefer- 
ential rate were 24 per cent ad valorem, the margin of preference would be 12 
per cent ad valorem, and not one-third of the most-favoured-nation rate. 

2. If the most-favoured-nation rate were 36 per cent ad valorem and the prefer- 


ential rate were expressed as two-thirds of the most-favoured-nation ‘rate; the 
margin of preference would be 12 per cent ad valorem. 
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If the most-favoured-nation rate were 2 franes per kilogram and the pretel 
rate 1.50 franes per kilogram, the margin of preference would be 0.50 
runes per kilogram 


) 


Che following kinds of customs action, taket ordance with established 
iform procedures, would not be contrary t« ’ nding of margins of prefe 
under paragraph 4 
(i) the re-application to an imported product of a tariff classification or 
ite of duty, properly applicable to such product, in cases in which the 
pplication of such classification or rate to such product was temporarily 
ispended or inoperative on April 10, 1947; and 
(ii) the classification of a particular product under a tariff item other than 
that under which importations of that product were classified on April 10, 
1947, in cases in which the tariff law clearly contemplates that such product 
ay be classified under more than one tariff item. 


AD ARTICLE 17 


internal tax (other than a general tax uniformly applicable to a conside1 


number of products) which is applied to a product not produced domestically 
ubstantial quantities shall be treated as a customs duty under Article 17 in 
case in which a tariff concession on the product would not be of substantial 

e unless accompanied by a binding or a reduction of the tax 

tpl DP (dy) 

» event of the devaluation of a Member's currency, or of a rise in prices, 
the effects of such devaluation or rise in prices would be a matter for considera 
during negotiations in order to determine, first, the change, if any, in the 
otective incidence of the specific duties of the Member concerned and, secondly, 
whether the binding of such specific duties represents in fact a concession equiv 
lent in value to the substantial reduction of high duties or the elimination of 


iriff preterences 
AD ARTICLI 


Any internal tax or other internal charge, or any law, regulation or requirement 


of the kind referred to in paragraph 1 which applies to an imported product 

to the like domestic product and is collected or enforced in the case of the 
imported product at the time or point of importation, is nevertheless to be re- 
garded as an internal tax or other internal charge, or a law, regulation or require 
ment of the kind referred to in paragraph 1, and is accordingly subject to the pro 
visions of Article 18 


ind 


Paragraph 1 

The application of paragraph 1 to internal taxes imposed by local govern- 
nents and authorities within the territory of a Member is subject to the pro- 
visions of paragraph 38 of Article 104. The term "reasonable measures” in the 
last-mentioned paragraph would not require, for example, the repeal of existing 
national legislation authorizing local governments to impose internal taxes which, 
although technically inconsistent with the letter of Article 18, are not in fact in- 
consistent with its spirit, if such repeal would result in a serious financial hard- 
ship for the local governments or authorities concerned. With regard to taxation 
by local governments or authorities which is inconsistent with both the letter 
and spirit of Article 18, the term “reasonable measures” would permit a Member 
to eliminate the inconsistent taxation gradually over a transition period, if 
abrupt action would create serious administrative and financial difficulties 
Paragraph 2 

\ tax conforming to the requirements of the first sentence of paragraph 2 
would be considered to be inconsistent with the provisions of the second sentence 
only in cases where competition was involved between, on the one hand, the taxed 
product and on the other hand, a directly competitive or substitutable product 
which was not similarly taxed. 
Paragraph 5 

Regulations consistent with the provisions of the first sentence of paragraph 
5 shall not be considered to be contrary to the provisions of the second sentence 
in any case in which all of the products subject to the regulations are produced 
domestically in substantial quantities. A regulation cannot be justified as being 
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with the provisions of the second sentence on the ground that the 
yn or amount allocated to each of the products which are the subject of 
lation constitutes an equitable relationship between imported and do 
roducts 


AD ARTICLE 2 


products which are basic to diet in the exporting country and 
ibject to alternate annual shortages and surpluses, the provisions 
(a) do not pre lude such export prohibitions or restrictions as 


maintain from year to ear domestic stocks sufficient to avoid 


cultural and fisheries product, imported in any form 


he form in which it is originally sold by its producer anc 


product as are so closely related to the orig 


their unrestricted importation would make 


duct ineffe 


of time 
ctions al dute intended 
rictions applied under para 


ded wou in Some cases nec 


elopment 


nh consedti 
l on qu 


} } represel! tatiry » period 
relative productive efficiency ; 
w or additional ability 


export 


be understood as requiring the 

beginning of the relevant period, 

ified future period, but as permitting 

urgent balance-of ments reasons is under the necessity 


within the course « i spec ified peri d, to select the time 


pub tice of the change. This in no way affects the obligation 


under the pi ions of paragraph 3 (7), where applicable 


AD ARTICLE 2 
Paragraph 1 (q@) 

The provisions of paragraph 1 (9) shall not authorize the Organization to 
require that the procedure of consultation be followed for individual transactions 
unless the transaction is of so large a scope as to constitute an act of general 
policy In that event, the Organization shall, if the Member so requests, con 
sider the transaction, not individually, but in relation to the Member’s policy 


regarding imports of the product in question taken as a whole. 
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agapl 
e of the situations contemplated in paragraph 2 is that of a Member holding 


ances acquired as a result of current transactions which it finds itself unable 
use without a measure of discrimination. 


AD ARTICLE 24 
graph & 

for example, a Member which, as part of its exchange control operated in a¢ 
with the Article of Agreement of the International Monetary Fund 
res payment to be received for its exports in its own currency or in the cur 
of one or more members of the Fund would not thereby be deemed to con 

ene the provisions of Article 20 or 22 Another example would be that of 
ber which specifies on an import license the country from which the goods 
be imported for the purpose, not of introducing any additional element of 
mination in its import licensing system, but of enforcing permissible ex 


e controls. 


AD ARTICLI 


ent prices for sales and } 


precluded by the provisions of Article 29, provided that 
harged or paid for commercial reas having reg 


y and demand 


pre aucts im 


aphs (a) and (b) of 


‘ading activities of e) 
* other spe ial privileges 
(a solety to ensure 
s external trade; or 
b) for the exploitation of its natural resources 
d that the Member does not there! stablish or 
direction of the trading activities of the enterprises 


poly whose trading activities are subject to effe 
ection 


phs 2 and 4 
he maximum import duty referr 
which has been negotiated or 
on, whether or not colle 
n ordinary customs duty. 


ragraph 4 


With reference to the second proviso, the method and degree of adjustmer 
he permitted in the case of a primary commodity which is the subject 
mestie price stabilization arrangement should normally be a matter 
ment at the time of the negotiations under 


AD ARTICLI 

agrapl ] 

Che assembly of vehicles and mobile machinery arriving in a knocked-dowi 
condition or the disassembly (or disassembly and subsequent reassembly) of 
bulky articles shall not be held to render the passage of such goods outside the 
scope of “traffic in transit’, provided that any such operation is undertaker 
solely for convenience of transport 
Paragraphs 8, 4 and 5 

The word “charges” as used in the English text of paragraphs 3, 4 and 5 sha 
not be deemed to include transportation charges 


Paragraph 6 

If, as a result of negotiations in accordance with paragraph 6, a Member grants 
to a country which has no direct access to the sea more ample facilities than 
those already provided for in other paragraphs of Article 38, snch special facili- 
ties may be limited to the land-locked country concerned unless the Organizatio 
finds, on the complaint of any other Member, that the withholding of the special 
facilities from the complaining Member contravenes the most-favoured-natior 
provisions of this Charter. 
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AD ARTICLE 84 
Paragraph 1 
Hidden dumping by associated houses (that is, the sale by an importer at a 
helow that corresponding to the price invoiced by an exporter with whom 
e importer is associated, and also below the price in the exporting country 
onstitutes a form of price dumping with respect to which the margin of dum) 


‘ » calculated on the basis of the price at which the goods are resold 
he lmporter 


aragraphs 2 and 8 


any other cases in customs administration, a Member may requir 
securitv (bond or cash deposit ) for the payment of anti dumping 
r countervailing duty pending final determination of the facts in any case 
spected dumping or subsidization 
Vote ) 


le currency practices can in certain circumstances constitute a sub 


which may be met by countervailing duties under paragraph 3 or can 
rm of dumping by means of a partial depreciation of a country’s 
which may be met by action under paragraph 2 By “multiple currency 


s meant practices by governments or sanctioned by government 


D ARTICLI 


It would be in conformity with Article 35 to presume that “actual value” may be 
represented by the invoice price (or in the case of government contracts in respect 
of primary products, the contract price), plus any non-included charges for 
egitimate costs which are proper elements of “actual value’ and plus any 
bnormal discount, or any reduction from the ordinary competitive price 


) 


If on the date of this Charter a Member has in force a system under which ad 
valorem duties are levied on the basis of fixed values, the provisions of paragraph 
sof Article 35 shall not apply: 

1. in the case of values not subject to periodical revision in regard to a 
particular product, as long as the value established for that product remains 
unchanged ; 

2. in the case of values subject to periodical revision, on condition that the 
revision is based on the average “actual value” established by reference to 
in immediately preceding period of not more than twelve months and that 
such revision is made at any time at the request of the parties concerned or 
of Members. The revision shall apply to the importation or importations in 
respect of which the specific request for revision was made, and the revised 
value so established shall remain in force pending further revision. 

Vote 8 

It would be in conformity with paragraph 3 (b) for a Member to construe the 
phrase “in the ordinary course of trade”, read in conjunction with “under fully 
competitive conditions’, as excluding any transaction wherein the buyer and 
seller are not independent of each other and price is not the sole consideration 
Note 4 

The prescribed standard of “fully competitive conditions” permits Members 
to exclude from consideration distributors’ prices which involve special discounts 
imited to exclusive agents 
Vote 


The wording of sub-paragraphs (a) and (0) permits a Member to assess duty 
uniformly either (1) on the basis of a particular exporter’s prices of the imported 
merchandise, or (2) on the basis of the general price level of like merchandise. 
Paragraph 5 

If compliance with the provisions of paragraph 5 would result in decreases in 
amounts of duty payable on products with respect to which the rates of duty have 
been bound by an international agreement, the term “at the earliest practicable 
date” in paragraph 2 allows the Member concerned a reasonable time to obtain 
ndjustment of the agreement 
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AD ARTICLE 36 


graph 3 


While Article 36 does not cover the use of multiple rates of exchange as such, 
igraphs 1 and 38 condemn the use of exchange taxes or fees as a device fo 
ementing multiple currency practices : if, however, a Member is using multiple 
rency exchange fees for balance-of-payment reasons not inconsistently with 
e Articles of Agreement of the International Monetary Fund, the provisions of 
raph 2 fully safeguard its position since that paragraph merely requires 


the fees be eliminated at the earliest practicable date 


AD ARTICLE 4¢ 


| 


understood that any suspension, withdraw: 
1 (a), 1 (6b) and 3 (0) must not discrimin 
rr country, and that such action should avoid 
to other supplying Member countries 


AD ARTICLE 41 


provisions for consultation require Members, subject to the exception 
ficully set forth in this Charter, to supply to other Members, upon request 
information as will enable a full and fair : aisal of the matters which 
e subject of such consultation, including tl peration of sanitary 
nd regulations for the protection of human, animal or plant | 
er matters affecting the application of Chapter I\ 


AD ARTI 

graph 5 
It is understood that the provisions of Article 16 would require that, whe 
product which has been imported into the territory of a member of a customs 
on or free-trade area at a preferential rate of duty is re-exported to the t 
ry of another member of such union or area, the latter member should 

a duty equal to the difference between the duty already paid and the n 

Ired-nation rate 

AD ARTICLI 


Che provisions of this Article shall not apply to matters relating to shipping 
services which are subject to the Convention of the Inter-governmental Mari 
time Consultative Organization. 


Paragraph 8 
Note 1 

If any Member raises the question whether a measure is in fact taken directly 
in connection with a political matter brought before the United Nations in ac 
cordance with the provisions of Chapters IV or VI of the United Nations Char 
ter, the responsibility for making a determination on the question shall rest 
with the Organization. If, however, political issues beyond the competence of 
the Organization are involved in making such a determination, the questions 
shall be deemed to fall within the scope of the United Nations. 
Note 2 

If a Member which has no direct political concern in a matter brought before 
the United Nations considers that a measure taken directly in connection there 
with and falling within the scope of paragraph 3 of Article 86 constitutes a 
nullification or impairment within the terms of paragraph 1 of Article 93, it 
shall seek redress only by recourse to the procedures set forth in Chapter VIII 
of this Charter. 

AD CHARTER 98 


Nothing in this Article shall be construed to prejudice or prevent the opera 
tion of the provisions of paragraph 1 of Article 60 regarding the treatment t: 
be accorded to non-participating countries under the terms of a commodity con 
trol agreement which conforms to the requirements of Chapter VI. 


AD ARTICLE 104 
Note 1 

In the case of a condominium, where the codomini are Members of the Organi 
zation, they may, if they so desire and agree, jointly accept this Charter in respe 
of the condominium. 
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Vote 


Nothing in this 
ave been o1 


> 








Article 
may be 
cerning 


shall be construed as prejudicing the rights which ma 
invoked by States in connection with territorial question or 
territorial sovereignty. 






disputes cor 




























AD ANNEX K 














It is understood that the fact that a Member is operating under the provisions 
if paragraph 1 (6) (i) of Article 45 does not preclude that Member from opera- 
ion under this Annex, but that the provisions of Article 23 (including this An 
nex) do not in any way limit the rights of Members under paragraph 1 (Bb) (i) 
if Article 45 

















RESOLUTIONS ADOPTED BY THE CONFERENCE 









Core 


M COMMISSION FOR THE INTERNATION 


RAD! ANIZATION 















rue | p NATIONS CONFERENCE ON TRADE AND EMPLOYMEN' 
HAVING prepared the Havana Charter for an International Trade Organiza 
tion (hereinafter referred to as “the Charter’ and “the Organization” re 





spectively), 


CONSIDERING that pending the estab 


performed, 


shment of the Organization certain interim 





ms should be 


uneti 









HEREBY RESOLVES to establish an Interim Commission for the International 
Trade Organization (hereinafter called “the Commission”) consisting of the 
overnments representatives of which have approved this resolution and which 


re entitled to original membership of the Organization under Article 71 of the 





larter The terms of reference and structure of the Commission are set out 
n the Annex to this resolution which forms an integral part thereof 
The following delegations approved the resolution establishing the 


Interim 





Commission 



























































































































































Czechoslovakia 
Denmark 
Domin 

Eeuador 


an 








Mexico 
Netherlands 
New Zealand 
Nicaragua 


Republic 





ANN 





EX 


ghanistan Egypt Norway 
\rgentina El Salvador Pakistan 
Australia France Panama 
Austria Greece Peru 
Belgium Guatemala Philippines 
Brazil Haiti Poland 
turma India Southern Rhodesia 
Canada Republic of Indonesia Sweden 
Ceylon [ran Syria 
Chile Ira Transjordan 
China Italy Turkey 
Colombia Lebanon South Africa 
Costa Rica Liberia United Kingdom 
Cuba Luxembourg United States 


Uruguay 
Venezuela 


1. The Commission shall elect an Executive Committee of eighteen. members 
» exercise any or all of its functions as the Commission may determine on 
lecting the Committee 

Che Commission shall have the following functions 
(a) to convoke the first regular session of the Conference of the Organi- 
zation (hereinafter referred to as “the Conference’) not less than four 
months and, as far as practicable, not more than six months after the receipt 
f t last acceptance needed to bring the Charter into force; 
) to submit the provisional agenda for the first regular session of the 
Conference, together with documents and recommendations relating to all 
itt pon the agenda, including: 
proposals as to the programme and budget for the first year of the 
Organization; 
(ii) studies regarding selection of headquarters of the Organization ; 
draft financial and staff regulations 
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(c) to prepare, in consultation with the United Nations, a draft agreement 
of relationship as contemplated in paragraph 1 of Article 86 of the Charter 
for consideration by the first regulér session of the Conference; 

(d) to prepare, in consultation with inter-governmental organizations 
other than the United Nations, for presentation to the first regular session 
of the Conference, documents and recommendations regarding the implemen- 
tation of the provisions of paragraphs 1 and 3 of Article 87 of the Charter ; 

(e) to prepare, in vonsultation with non-gevernmental organizations, for 
presentation to the first regular session of the Conference recommendations 
regarding the implementation of the provisions of paragraph 2 of Article 87 
of the Charter; 

(f) to prepare, with a view to recommendation by the Economic and Social 
Council to the first regular session of the Conference, the Annex referred to 
in paragraph 3 of Article 90 of the Charter ; 

(7) to carry out the functious and responsibilities referred to in the fol 
owing documents of the United Nations Conference on Trade and Em- 
ployment: 

1. Paragraph 2 of the Final Act of the United Nations Conference on 
Trade and Employment (to which the present resolution is annexed ) 

2. The Resolution of the Conference regarding the relation of the 
International Trade Organization and the International Court of Justice 
(annexed to the Final Act). 

3. The Resolution of the Conference relating to Economic Develop 
ment and Reconstruction (annexed to the Final Act) 

4. The Report of Sub-committee G of the Third Committee on the 
Proposal made by the Delegation of Switzerland (E/CONF.2/C.3/78) 
together with the sections relating to that matter in the Report of the 
Third Committee (E/CONF.2/70). 

(hk) to enter into consultations with the Secretary-General of the United 
Nations regarding the expenses incurred by the Preparatory Committee of 
the United Nations Conference on Trade and Employment and by that Con 
ference and, in the light of such consultations, to present a report to the 
first regular session of the Conference ; 

(i) generally to perform such other functions as may be ancillary and 
necessary to the effective carrying out of the provisions of this annex 

3. The Commission shall elect an Executive Secretary who shall be its chief 
idministrative officer. The Executive Secretary shall appoint the staff of the 
Commission observing, as far as possible, the principles of paragraph 2 of Article 
SS of the Charter and using, as he considers desirable, such assistance as may be 
extended to him by the Secretary-General of the United Nations. The Executive 
Secretary shall also perform such other functions and duties as the Commission 
may determine. 

4. The Commission shall approve the budget estimates for the operation of 
the Commission. The Executive Secretary shall prepare the draft of such 
estimates. The expenses of the Commission shall be met from funds provided by 
the United Nations and for this purpose the Commission shall make the neces 
sary arrangements with the Secretary-General of the United Nations for the 
advance of such funds and for their reimbursement. Should these funds be-in 
sufficient, the Commission may accept advances from Governments. Such ad 
vances from Governments may be set off against the contributions of the 
Governments concerned to the Organization. 

5. Arrangements may be made with the Secretary-General of the United 
Nations regarding the provision of such personnel as may be required to carry 
on the work of the Interim Co-ordinating Committee for International Commod 
ity Arrangements. 

6. The Executive Committee shall hold its first meeting in Havana immediately 
ifter its establishment. Its subsequent meetings shall be held in Geneva unless 
it decides otherwise. 

7. The Executive Committee shall submit a report of the activities of the Com- 
mission to the first regular session of the Conference. 

8. The benefit of the privileges and immunities provided in the Convention on 
Privileges and Immunities of the Specialized Agencies adopted by the General 
Assembly of the United Nations shall, as far as possible, be extended to and in 
connection with the Commission. 

9. The Commission shall cease to exist upon the appointment of the Director 
General of the Organization, at which time the property and records of the Com 
mission shall be transferred to the Organization. 
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ed as rapidly as possible and that attention should be giver ( t 

of ensuring that high levels of employment and economic act t 

e maintained even when special factors of temporary duration now pre 
ng Inany countries have ceased to operate, and accordingly 


GESTS THAT, With a view to making appropriate recommendations, the 
¢ and Social Council, in addition to the investigations which it has 
vy undertaken 
1) Request the submission at an early date, by Members of the United 


Nations and bv non-Members represented at the present Conference, of 
ition concerning action which they are now taking t ichieve or 
full employment and economic stabilit and the nature f al 
ared plans to prevent a future decline, and 
Request the various specialized agencies to indicate the nature nd 
ent of the assistance they are preparing to provide if a decline in en 


Vinent and economic activity threatens 


siders that, in many countries, the problems of persistent surplus or 
of manpower are linked with the atta ment of ft and product ve 


ment and that their solution would advance the aims of the International 
(Organization and aceording|y 
8S THAT the Economie and Social Council initiate or encourage studies 
mend appropriate action in connection with international aspects of 
tion problems as these relate to employment, production and demand 
Considers that, in relation to the maintenance of full employment t is 
igeous to countries which require or receive and to countries which 
vy workers on a Seasonal or temporary basis to adopt regulations which 
tually safeguard their interests and also protect both the migrants and 





estic workers against unfair competition or treatment: and according] 
ESTs THAT the Economic and Social Council, in conjunction with appro 
encies such as the International Labour Organisation and its Perma 
Migration Committee, consider the problems of temporary or seasona 


ition of workers, taking into account existing treaties and long established 
s and usages pertaining thereto, for the purpose of formulating n 
ition with Members directly affected, conventions and model bilatera 
ements on the basis of which individual governments mav concert their 
ns to ensure mutually advantageous arrangements for their countries and 


conditions for the workers concerned 


RESOLUTION RELATING TO ECONOMIC DEVELOPMENT AND RECONSTRUCTION 
HE UNITED NATIONS CONFERENCE ON TRADE AND EMPLOYMEN 
Having considered the problems of the industrial and general econo! leve 
ent and reconstruction of the Members of the International Trad (organi 
and 
Having noted the related activities of other intergovernmenta rganiZzations 


nd specialized agencies; and 


Having determined that positive measures for the promotion of the eco ( 
evelopment and reconstruction of Members are an essential conditi for the 
realization of the purpose stated in Article 1 of the Charter of the Internationa 
Trade Organization and to the accomplishment of the objectives therein set 
forth; and 

Having regard to the provisions of Articles 10, 72, 86 and S87 of the Charter 





THEREFORE RESOLVES 
1. That the Interim Commission of the International Trade Organization is 
hereby directed to examine 
(i) the powers, responsibilities and activities in the field of industria 
and general economic deve lopment and reconstruction of the United Nations 
} 
l 


er inter-governmental organiZations, 


of the specialized agencies and of ot 


cluding regional organizations; 


(ii) the availability of facilities for techr il surveys tudies of: the 
natural resources of underdeveloped countries; or the possibilities of their 
ndustrial development, whether general o1 n relation to the procesSing 


of locally produced raw materials or other particular industries; or for the 
improvement of their systems of transportation and communications; or 
With respect to the manner in which investment of foreign capital may 
contribute to their economic development 
and in the light of this examination to report to the Organization upon 
(a) the structure and administrative methods 


SSS OC } t. 4 so 
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b) the working relations with the United Nations, the specialized ag 
cies and other inter-governmental organizations including regional orga 
Zationus 

which will enable the International Trade Organization most effectively 
carry out its positive functions for the promotion of the economic developme 
and reconstruction of Members 
2. That the report and recommendations of the Interim Commission shal] 
ibmitted in such a manner and at such a time as will enable the Confers 
of the International Trade Organization to take appropriate action at its fi 


ession 


RESOLUTION OF GRATITUDE TO THE CUBAN GOVERNMENT AND PEOPLE 


He UNITED NATIONS CONFERENCE ON TRADE AND EMPLOYMENT 

On reaching the termination of its deliberations in the city of Havana 

Recalling with appreciation the generous invitation of the Cuban Governm« 
to hold the Conference in Havana, 

Recognizing the singularly friendly and effective assistance which it | 
received at all times from the Cuban Government and people, 

Has the honour and deep pleasure to convey the expressions of its heart-fe 
gratitude 

lo His Excellency the President of the Republic, Dr. Ramén Grau San Mart 
whose benevolent interest and goodwill have been throughout a source 
encouragement to the Conference 

lo His Excellency Seflor Don Rafael Gonzélez Mufioz, Minister of State, wl 
honoured the Conference by accepting its Honorary Presidency ; 

lo the President of the Cuban Senate and to the President of the Cuba 
Chamber of Representatives who, together with their parliamentary colleagut 
have cheerfully borne considerable inconvenience in order that the work of the 
Conference might proceed unimpeded at the Capitol Building ; 

lo the President and Secretary-General of the Cuban Auxillary Commnissio: 
of the United Nations Conference on Trade and Employment whose untiring 
efforts are in a high degree responsible for the smooth functioning of the Cor 
ferénce 

lo the numerous government departments and private organizations whic! 
have assisted unstintingly in furthering the activities of the Conference 

lo the press representatives of all countries, who have laboured with great 
energy and conscientiousness to keep world opinion informed of the progress of 
the Conference ; 

And to the very many individuals and social organizations which, having 
contributed so generously to the enjoyment and well-being of the representative 
and to the general success of the Conference, have won the lasting gratitude 
and goodwill of all those who came to Cuba to participate in the Conference 


GENERAL AGREEMENT ON TARIFFS AND TRADE 


This Agreement, which was signed in Geneva on 30 October 1947 at the fina 
meeting of the Second Session of the Preparatory Committee of the United Nations 
Conference on Trade and Employment, contains the Final Act adopted by the 
Preparatory Committee, the General Clauses of the General Agreement on Tariffs 
and Trade, the Schedule of Tariff Concessions and the Protocol of Provisional 
Application. <A total of 123 negotiated agreements by the sixteen participating 
nations and trading groups are included in the Schedules of Tariff Concessions 

In his closing address to the final meeting of the Preparatory Committee, the 
Chairman, Mr. Max Suetens, representative of Belgium, summarized the impor 
tance of the General Agreement : 

“The signing of the Final Act today marks the completion of the most compre 
hensive and most far-reaching negotiations ever undertaken in the history of 
world trade 

“Twenty-three countries or territories, sharing amongst them approximately 
seventy per cent—or a little less than three-quarters of the trade of the world 
have worked together, cordially and in the best tradition of fair give and take, to 
complete over one hundred negotiations, involving literally thousands of items 
The results of these negotiations have been incorporated in a General Agreement 
on Tariffs and Trade, a multilateral trade agreement unique in its character, both 
in scope and in application.” 
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Exuipit No, 23 


UNITED NATIONS CONFERENCE ON TRADE 
AND EMPLOYMENT 
HELD AT 
HAVANA, CUBA 
FROM 21 NOVEMBER 1947 TO 24 MARCH 1948 





REPORTS OF COMMITTEES 


AND 


PRINCIPAL SUB-COMMITTEES 


INTERIM COMMISSION 
FOR THE INTERNATIONAL TRADE ORGANIZATION 


GENEVA 
SEPTEMBER 1948 
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ICITO 1/8 
September 1948 
[his collection of reports has been assembled and edited by t 
retariat of the Interim Commission [hese reports are to be read 
Final Act and Related Documents of the 


junction with The 
document ICITO/r/4 


Havana Conference (United Nations 

E/CONF. 2/78) and the Report of the Second Session of the Preparatory 

Committee (United Nations document E/PC/T/186). The texts of tl 
ear in the former. The text 


and Resolutions apy 


Havana Charter 
appears in the latter 


1e “ Geneva Draft 


+} 
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INTRODUCTION 


[The terms of reference of the Interim Commission for the 
International Trade Organization, after enumerating certain 
pecific functions, provide that the Commission shall “ generally 

form such other functions as may be ancillary and necessary 

the effective carrying out of the provisions of this Annex 
Among “such other functions ” the Executive Committee decided 
that arrangements should be made for the publication, as soon as 
ssible, of the principal background documents on the Havana 
liscussions. At its first meeting the Executive Committee directed 
the Executive Secretary to “publish the reports of the principal 

mmittees, supplemented by such sub-commitee reports and other 

cuments or extracts therefrom as may be necessary for an 
inderstanding of such reports”. In the preparation of the present 

llection of reports, and particularly in securing comparability 
between the English and French texts, the Secretariat has had 
the benefit of advice from the panel designated by the Executive- 
Committee consisting of Mr. Jean Royer (France), Mr. H. M 
Catudal (United States of America), Mr. J. E. S. Fawcett (United 
Kingdom), Baron de Gaiffer (Belgium), and Mr. L. E. Couillard 
Canada). 

[he general aim in preparing this material has been to provide 
a record of the principal discussions at the Havana Conferenc: 
which would give an indication of the origins of the various articles 
in the Havana Charter, explaining particularly the changes made 
in the Geneva draft, and which would preserve the comments or 
observations of the committees and sub-committees regarding the 
text of the Charter. The material covers also the origins of the 
resolutions adopted by the Conference. It has not been feasible 
to include the numerous proposals made by individual delegations 
with respect to the Charter or to the resolutions. For convenience 
of reference, however, a list of the principal formal proposals 
made by individual delegations, with identifying document symbols, 
appears in an annex to the present collection of reports. File 
copies of the documents listed are available for reference in the 











782 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


Documents Office of the United Nations at Lake Success and 
the office of the Interim Commission in Geneva. 

In preparing these reports for publication certain procedural 
portions have been deleted as being unnecessary in the publishs 
edition and certain other portions have been changed slightly 
particularly in order to reduce duplication as between the report 
of committees and their respective sub-committees. No change ha 
been made which would affect in any degree the substance of the 
reports. It has been found impossible, without taking considerabl 
liberties with the original text, to present all of the reports in 
uniform manner, in view of differences in the form in which they 
were approved. Accordingly, the section relating to each committee 
has been prefaced by a brief note concerning the form in which the 
reports in that section have been presented. 

In general the chapter, section, article and paragraph numbers 
used in the original reports (7.e., numbers based on those of the 
Geneva draft) have been retained in the present edition, with the 
corresponding number of the Havana Charter given in square 
brackets in each case in which the Havana number differs from the 
original number. When a number appears without any correspond 

number in square brackets the intention, unless otherwise 
stated in the particular case, is to indicate that the original o1 
Geneva number and the Havana number dealing with that particular 
ubject are identical, although, of course, the two texts may not 
be exactly the same 

his collection of reports is accompanied by an index indicating 
the pages on which references will be found to each article, section 
or chapter 

Concerning the status of these reports, the President of the 
Conference at the final Plenary meeting on 24 March declared the 
reports of the full Committees approved by the Conference. The 
status of the reports of the various sub-committees is indicated 
in the reports of the full Committees. 


i 
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I. REPORTS RELATING TO THE 
FIRST COMMITTEE 


EMPLOYMENT AND ECONOMIC ACTIVITY 


This section contains the following documents relating to the 
work of the First Committee: 
(i) Report of the First Committee. 
(ii) Report of Sub-Committee A: Fair Labour Standards. 


(iii) Report of Sub-Committee B: Articles of Chapter II other 
than the Article on Fair Labour Standards. 


(iv) Report of Sub-Committee C: Resolution on Employment. 


REPORT OF THE FIRST COMMITTEE: EMPLOYMENT 
AND ECONOMIC ACTIVITY ? 


tr. The First Committee was responsible for the examination 
‘f the Geneva draft text of Chapter II on “Employment and 
Fconomic Activity”, together with proposals submitted by 
delegations relating to the subject matter of that Chapter. 

2. Mr. J. J. DEpMAN (Australia) was elected Chairman. 
Mr. E. WAERUM (Denmark) was elected Vice-Chairman. 

3. The Committee held thirteen meetings and succeeded in 
resolving all issues before it. Mr. DEDMAN presided at the first 
ten meetings and Mr. WAERUM at the last three meetings. 

4. To facilitate its work the Committee established three sub- 
committees. 

5. Sub-Committee A was appointed to consider proposals relat- 
ing to the article on “ Fair Labour Standards ” 

6. Sub-Committee B was appointed to examine proposals 
relating to the other articles of the Chapter. 


1 E/CONF.2/55. 
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7. Sub-Committee C was set up to consider the draft resolution 
on employment which had been prepared by the First Session of 


he Preparatory Committee, together with any new proposals 
vhich might be submitted relating to this subject. 


8. In the preparation of the text of the Chapter assigned to it, 
the First Committee took account of the suggestions put forward 
by the Central Drafting Committee. 


g. The reports of the Sub-Committees which examined these 
proposals were accepted. Certain questions which the Sub-Com 
nittees were not able to resolve have now been resolved as indicated 
in the attachment to the present Report. The text of Chapter II 
was recommended unanimously by the First Committee for approval 


by the Conference. 
10 The First Committee transmitted to the Conference, and 
a Plenary Session of the Conference acted upon, the text of a 
olution to the Economic and Social Council relating to employ- 
ment. 


ATTACHMENT TO THE REPORT 


| 
OF THE FIRST COMMITTEE 
j 
DISPOSITION OF PROPOSALS REMAINING AFTER THE SUBMISSION 


OF THE SUB-COMMITTEE REPORTS. 


Che following statement indicates, with reference to each Article, 
the action taken on proposals which had not been satisfied by the 
Sub-Committee texts or which arose after the submission of the 
Sub-Committee reports. 

Article 2. 


All proposals were dealt with in the Sub-Committee's report. 


Article 3. 
[he proposal of the delegation of Norway concerning fluctuations 
in demand and prices, which had not been covered in the Sub- 
Committee’s report, was dealt with in a modified form through 


1 The text recommended by the Committee was approved by a Plenary Meeting 


of the Conference with the insertion of the word “ may” before “ need to be 
ymbatted ” in the third paragraph (E/CONF.2/SR.13 The approved text 
ppears on page 75 of the Final Act and Related Documents (ICITO/1/4 or 
Ik /CONF.2/78) 


STOCKPILING STRATEGIC AND CRITICAL MATERIALS 785 


_ o— 


he amendment of Article 7 [6]! at the eleventh meeting of the Com- 
ittee. The question raised by this proposal was also mentioned 
the preamble of the Resolution on Employment. 

[he proposal by the delegation of Italy concerning the inter- 
itional mobility of labour was dealt with in a modified form by 
ntroducing present paragraph 1 (0) in Article 6{5]| and by Section 3 
f the Resolution on Employment. 

[he proposal by the delegation of Mexico concerning migratory 
workers was dealt with in a modified form in Section 4 of the 


Resolution on Employment. 


Article 5 (4). 

[he proposal of the delegation of Peru regarding the disposal of 
urpluses during periods of widespread balance-of-payments dif- 
ficulties was withdrawn at the ninth meeting in view of the fact 
that the Sub-Committee had not been prepared to recommend the 
nclusion of a provision on this subject in Chapter II. 


Article 6 [5]. 
As indicated above in connection with Article 3, sub-para- 
graph (6) was added to paragrah 1 of Article 6 [5] as a result of 


a proposal by the delegation of Italy. 


Article 7 {6). 

As in the case of the proposal relating to Article 3, mentioned 
above, the proposal by the delegation of Norway relating to 
Article 7 [6] concerning the stabilization of prices was dealt with in 
a modified form through the amendment of Article 7 {6} and 
through the preamble to the Resolution on Employment. 


Article 4 

The provisional reservation by the delegation of Mexico men- 
tioned in paragraph 8 of the Report of the Sub-Committee on this 
Article was withdrawn at the eighth meeting. 

In the first sentence of paragraph 1 of the new text of the Article 
the word “international”, referring to declarations, conventions 
and agreements, was changed to “inter-governmental” at the 
ninth meeting. Aft the thirteenth meeting some delegates indicated 


1 As indicated in the introduction square brackets have generally been used 
where appropriaté throughout the present collection of reports to indicate the 
corresponding number in the Havana Charter when it differs from the number in 


the Geneva draft or in the omginal report 
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that they would prefer to have retained the word “ international ” 
as being wider than “inter-governmental” in its application 





Other changes in this sentence suggested by the Drafting Com 
mittee were not accepted. 

The problem raised by the delegation of Belgium concerning a 
possible misinterpretation of the last part of the second sentence 
in paragraph I of the new text of this Article was initially discussed 
at the tenth meeting. Subsequently a suggestion was put forward 
by the Central Drafting Committee which was considered by the 
First Committee at its eleventh and twelfth meetings. At the 
twelfth meeting it was decided that the English text should read 

. the improvement of wages and working conditions as productiv 
ity may permit ”. At the thirteenth meeting, after receiving further 
advice from the Central Drafting Committee, the First Committee 
decided that the corresponding French text should read “aux 
conditions de rémunération et de travail meilleures que cette 
productivité rend possibles ” 

The words “ within its territory” were added after “condi- 
tions ” in the third sentence of paragraph 1 of the new text of this 
Article at the eighth meeting. 

At the eighth meeting the representative of the International 
Labour Organisation proposed a change in the third paragraph 
of the new text. This proposal was discussed at the ninth meeting 
and was adopted in a modified form. 


REPORT 
OF SUB-COMMITTEE A OF THE FIRST COMMITTEE: 
“FAIR LABOUR STANDARDS ”! 


1. At the sixth meeting of the First Committee, 8 December 
1947, the Chairman appointed a Sub-Committee which was 
instructed to examine the text of Article 4 [7] with the new proposals 
relating to the subject matter thereof and to prepare a text for 
submission to the full Committee. 


2. Representatives of the following delegations were appointed 
members of the Sub-Committee: Argentina, Ceylon, China, Colom- 
bia, Cuba, Czechoslovakia, Denmark, Mexico, Netherlands, New 
Zealand, Turkey, Union of South Africa, United States of America 
and Uruguay. 


1 E/CONF.2/C.1/9. 
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>. Mr. D. K. Lieu (China) served as Chairman of the Sub- 
ommuttee. 
4. The representatives of the delegations of the Philippines 
i of Haiti attended the meetings of the Sub-Committee when 
roposals originating with those delegations were under discussion. 
e Sub-Committee also had the benefit of expert advice from 
» representative of the International Labour Organization. 


;. After a discussion of the points of substance in the Sub- 

mmittee a Drafting Group was constituted, comprising represent- 
tives of the delegations of Mexico, the Union of South Africa and 
the United States of America. The text prepared by this Drafting 
‘roup was subsequently considered and modified by the full 
sub-Committee. 


6. The Sub-Committee held four meetings and reached agree- 
nent ona text. The representative of the delegation of Argentina 
ndicated that while he was prepared provisionally to agree with 
the text produced by the Sub-Committee, it might be necessary for 
his delegation, after it had had an opportunity to examine a 
Spanish translation of the text, to express certain views concerning 
that text in the full Committee. The representative of the 
lelegation of Mexico indicated that his delegation reserved its 
position for discussion in the full Committee on the relation between 
the present proposed text and the amendment put forward by that 
delegation earlier for a provision relating to non-discriminatory 
treatment of labour. 

7. In the view of the Sub-Committee the text which it was 
recommending for consideration and approval by the First Com- 
mittee was in most respects self-explanatory. Accordingly in its 
report the Sub-Committee confined its remarks largely to observa- 
tions concerning the relation between the recommended text and 
the amendments which were under consideration. 


Paragraph fr. 


8. In the drafting of the first sentence of paragraph 1 the 
Sub-Committee was prompted by the amendment proposed by 
the delegation of Mexico to the effect that a reference should be 
made in the Article to the safeguarding of the rights acquired by 
labour, especially those embodied in the Declaration of the Aims 
and Purposes of the International Labour Organization adopted by 
the ILO Conference at Philadelphia in May 1944. In the use 
of the words “ international! declarations ” the Sub-Committee had 
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in mind particularly this Declaration. It was felt by the Sub- 
Committee that this language (together with the reference else- 
where in the Chapter to “ large and steadily growing . . . effectiv 
demand”) also covered the proposal of the delegation of th 
Philippines concerning the importance of social security since th 
Declaration of Philadelphia stresses the significance of social 
security measures. The language of this first sentence was 
however, drafted sufficiently broadly to include not only thi 
Philadelphia Declaration but any other international instrument 
whereby rights of workers were established. 

g. In the second sentence the Sub-Committee incorporate 
the proposal of the delegation of Argentina that “ wages ” shoul 
be specifically mentioned. By its use of the word “improvement 
in this sentence the Sub-Committee felt that it also embodied th: 
substance of the amendment proposed by the delegation of Burma 


10. In the third sentence the Sub-Committee endeavoured t 
take account of various proposals which were made concerning the 
use previously of the words “production for export”. The 
recommended language indicated that the sentence was concerned 
with any unfair labour conditions which create difficulties in 
international trade. 


11. The Sub-Committee did not retain the words “ throughout 
its territory ” which appeared in the text submitted by the Prepar- 
atory Committee. The Sub-Committee was of the opinion that 
these words were unnecessary since the sense was clear without 
them, but that the Central Drafting Committee might consider 
from a drafting point of view whether or not they should be 
retained. The representative of the delegation of Turkey indicated 
that his delegation might find it necessary during the discussion 
of this matter in the First Committee to suggest that the words 
‘within its territory ” be inserted. 


Paragraph 2. 

12. The proposed text of paragraph 2 was identical with the 
corresponding sentence in the text submitted by the Preparatory 
Committee. 

Paragraph 3. 

13. The text of the new paragraph 3 was prepared on the 
basis of various suggestions which were made in the original amend- 
ments concerning the division of functions between the ILO 
and the ITO (e.g., the amendments proposed by the delegations 
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Sub- Ceylon, Colombia and the Union of South Africa). In view of 
eles. the special competence of the ILO in the field of labour standards 
rtte was considered desirable to provide in the Article itself for 
th. nsultation between the ILO and the ITO This paragraph 
th vas also designed to meet the requirements of those countries 
cial hich had proposed various procedures for dealing with situations 
was, | which a Member felt it necessary to protect its industries from 
th e competition of products produced under unfair conditions of 
nt bour (e.g., the amendments proposed by the delegations of 
lombia, Mexico and Uruguay). The proposed language of this 
= 1ragraph was intended to bring out explicitly the relationship 
ah between this Article and the procedure established in Article go 
t \4 and 95] for the reference of matters to the Organization. 
in 14. The Sub-Committee recognized that in the proposed text 
na pecific provision had not been made for non-discrimination in the 
te reatment of labour as proposed by the delegations of Mexico and 
i Haiti. During the discussion of this matter in the Sub-Committee 
he note was taken of the work being done on this subject by the 
d [LO and by such other bodies as the Commission on Human 
a j Rights and its Sub-Commission on the Prevention of Discrimination 
ind the Protection of Minorities. The majority of members of the 
Sub-Committee felt that the question of non-discrimination in 
It | respect of the employment of labour could not be dealt with 
' : appropriately or adequately in a charter of an international trade 
t organiaztion. To the extent, however, that provisions concerning 
t non-discriminatory treatment of labour might have been, or might 
P in the future be, incorporated in other “ international declarations, 
: conventions and agreements ” to which Members may subscribe 


the proposed language of the Article recognized that measures 
relating to employment must take fully into accourt any such 
provisions. 

Location of the Article. 

15. The Sub-Committee learned that Sub-Committee B of the 
First Committee proposed a re-arrangement of the Articles in the 
Chapter whereby the Article on “ Fair Labour Standards ” would 
be removed from its present position between two Articles on 
balance-of-payments questions to a position at the end of the 
Chapter in order to secure continuity in the provisions relating to 
balances of payments. The Sub-Committee agreed with the 
suggestion that for this reason the Article on fair labour standards 
should appear at the end of Chapter II. 


a 
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REPORT 
OF SUB-COMMITTEE B OF THE FIRST COMMITTEE: 
ARTICLES OF CHAPTER II OTHER THAN THE ARTICLE 
ON FAIR LABOUR STANDARDS ? 


tr. At the sixth meeting of the First Committee, 8 December 
1947, the Chairman appointed a Sub-Committee which was 
instructed to examine the amendments relating to all Articles of 
Chapter II with the exception of Article 4 [7] and to prepare texts 
for those Articles. 

2. Representatives of the following delegations were appointed 
members of the Sub-Committee: Australia, Canada, France, India, 
Italy, Lebanon, Norway, Mexico, Peru, Philippines, United 
Kingdom and the United States of America 


3. M. J. Royer (France) served as Chairman of the Sub- 
Committee. 


4. The representative of the delegation of Denmark attended 
the meeting of the Sub-Committee when the proposal originating 
with that delegation was under discussion. The Sub-Committee 
also had the benefit of expert advice from the representatives of 
the International Labour Organization and the International 
Monetary Fund. 


5. It was agreed that the amendment proposed to Article 6 [5] 
by the delegation of Mexico concerning the safeguarding of the 
rights of workers should be transferred to Sub-Committee A and 
discussed in connection with Article 4 [7]. Accordingly Sub- 
Committee A reported on this proposed amendment. 

6. The Sub-Committee held five meetings and agreed to 
recommend a text to the First Committee for its approval in 
respect of the matters covered therein. On other points not 
covered specifically in the proposed text certain members, as 
indicated below, stated that in the full Committee, they might wish 
to have these points discussed further. In respect of the various 
amendments originally proposed the delegations concerned were 
able in most cases either to withdraw their proposals after some 
discussion, or to consider their proposal as satisfactorily covered 
by the changes suggested in the present text. Accordingly the 


r E/CONF.2/C.1/10 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 791 
aaa I5 me 


mments of the Sub-Committee in its report were confined to 
nly certain of the amendments proposed earlier. 


7. The Sub-Committee agreed with a suggestion by the 

representative of the United States of America that, in order to 
ecure continuity in the balance of payments provisions, it would 
» desirable to move the Article on fair labour standards from its 
irlier position to a position at the end of the Chapter. 


8. The Sub-Committee discussed the proposal presented by 
the delegation of Italy for the inclusion of a provision for inter- 
jational co-ordination of employment services with a view to 
facilitating the migration of labour where desirable. In the 
course of the discussion information was supplied concerning the 
activities of the Permanent Migration Committee of the Inter 
national Labour Organization in this field and reference was also 
made to the Population Commission of the Economic and Social 
Council. It was the view of the Sub-Committee that the question 
f the international movement of labour was only one aspect 
ilthough an important one, of the general question of international 
action to assist in securing high levels of employment and that if 
mention were to be made of this aspect reference to other aspects 
would also have to be included at some length. It was the view 
of the Sub-Committee that it was unnecessary to include in 
Chapter II any specific reference to this particular aspect of the 
question since the present language of the Chapter included all the 
various aspects. The Sub-Committee considered that in connec 
tion with the proposed Resolution on Employment consideration 
might be given to the desirability of drawing the attention of the 
Economic and Social Council to the importance of international 
mobility of labour and of securing an international co-ordination 
of employment services for this purpose. The representative of 
[taly indicated that his delegation reserved its position pending 
discussion in the First Committee. 


9. The Sub-Committee considered the proposal by the dele- 
gation of Mexico concerning the treatment of migrant workers and 
concluded that particular situations of the sort referred to in the 
discussion of the amendment should be the subject of special 
agreements and could not appropriately be included in the charter 
of an international trade organization. Reference was made also 
to the work being done by the International Labour Organization 
and particularly its Permanent Migration Committee on the 
general question of the treatment of migrant workers. The 


es 











STOCKPILING STRATEGI( AND CRITICAL MATERIALS 


16 


representative of the delegation of Mexico reserved the right of 
his delegation to raise the question again in the full Committee 

10. Concerning the proposal by the delegation of Denmark 
relating to the initiative of the Organization in the event of 
Members experiencing balance-of-payments difficulties, the Sub- 
Committee was of the view that, even if the particular case were 
not of sufficient urgency to come under paragraph 2 of Article 6 [5], 
the Member would be permitted under Articles 89 and go [93-95 
to make representations to other Members and to the Organization 
and that if such representations were made to the Organization it 
was already empowered under the present text of the Charter to 
consult with, and make recommendations to, any or all Members 
Accordingly the Sub-Committee felt that the inclusion of a special 
reference to the initiative of the Organization in connection with 
this Article was not required and that the insertion of such a 
reference might appear to cast doubt on the Organization's 
right of initiative in connection with other Articles if that right 
were not also specifically mentioned in such cases. 


11. The Sub-Committee discussed the proposal of the dele- 
gation of Peru regarding the disposal of surpluses during periods 
of widespread balance-of-payments difficulties. It was generally 
agreed that this problem related closely to the provisions of Chap- 
ter VI and that the courses of action contemplated by the repre- 
sentative of Peru were already provided for, so far as feasible, in 
Article 55 [58] (and the other Articles of Chapter VI) and Article 69 
72|. Accordingly the Sub-committee decided not to recommend 
the inclusion of any provision on this subject in Chapter II. The 
representative of Peru indicated that his delegation reserved its 
position pending discussion in the full Committee. 


12. The Sub-Committee discussed at some length the propo- 
sals by the delegation of Norway concerning price stabilization 
and the prevention of inflationary developments. The Sub- 
Committee was of the opinion that rather than consider the need 
for a modification in the Chapter at the present time it would be 
preferable to await the examination of the various Articles which 
relate to measures available to governments pursuing a policy of 
price stabilization, such as Articles 18, 20, 25-29 [25-28] and 
43 [45], reserving the right of the delegation of Norway to raise 
the question again after those Articles had been examined by the 
appropriate Committees. 





oe 
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REPORT OF SUB-COMMITTEE C OF THE 
[RST COMMITTEE: RESOLUTION ON EMPLOYMENT! 


\s authorized by the First Committee at its ninth meeting 
December 1947, the Chairman of the Committee appointed a 
ib-Committee to consider whether or not a resolution was required 
if so, to recommend a text for such a resolution in the light of 
draft prepared by the First Session of the Preparatory ‘ 
littee and any further proposals which might be received fro! 
\dividual delegations. The Sub-Committee was instructed 
ike account also of the new text of Chapter II and of the info: 
,ation reported in a document reporting on activities of the Unit 
Nations and Specialized Agencies in the field of employment 

Representatives of the following delegations comprised the 
Sub-Committee: Australia, Belgium, Brazil, France, Italy, Lebano1 
Mexico, Pakistan, Poland, El Salvador, Sweden, the Unit 
Kingdom and the United States of America 

Mr. J. H.G. Prerson (United States of America) was elect 
Chairman. 

After some discussion the Sub-Committee agreed that it would 
be appropriate and desirable to recommend that the Conferen 
idopt a resolution relating to employment. 

The Sub-Committee concluded that it would not be desiral 
to reiterate the text of the draft resolution prepared by the First 
Session of the Preparatory Committee since that resolution had 
already been mentioned in a resolution of the Economic and Social! 
Council and, at least in part, had been included in instructio1 
to the Sub-Commission on Employment and Economic Stability 
It was felt, however, that it would be useful to affirm in the pre 
sent text the interest of the Conference in all four of the measure 
dealt with in the draft resolution of the Preparatory Committee. 

In the preparation of a text the Sub-Committee examined pro 
posals submitted by the delegations of Australia, Brazil, Denmark, 
[taly, Mexico and Poland, and an informal draft put forward by 
the Chairman of the Sub-Committee. The Sub-Committee also 
took account of suggestions presented orally by the representatives 
of Czechoslovakia, France, Lebanon and Pakistan. 
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The Sub-Committee appointed a Drafting Group, comprisin; 
representatives of the delegations of Australia, Mexico and th: 
United Kingdom, which met under the chairmanship of Miss N. K 
FISHER (United Kingdom) and prepared a text which was sub 
seyuently considered and modified by the full Sub-Committee. 

The Sub-Committee held four meetings and reached agreement 
on a text which it recommended to the First Committee fo 


approval. 
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II. REPORTS RELATING TO THE 
SECOND COMMITTEE 


ECONOMIC DEVELOPMENT 


The Report of the Second Committee as approved by that 
Committee and by the Conference indicated in detail with respect 
to each Sub-Committee the changes which the Committee considered 
necessary in the reports which had been submitted by the 
Sub-Committees, but did not reproduce the texts of the Sub- 
Committees’ reports. Since the texts of the Sub-Committees’ reports, 
with the changes indicated in the Committee’s Report, had been 
approved by the Committee it has been considered desirable and 
appropriate, particularly for reasons of convenience, to insert the 
various Sub-Committee reports in the Committee Report, indicating 
with square brackets and footnotes the changes which the 
Committee made in approving these reports. 


REPORT OF THE SECOND COMMITTEE: 
ECONOMIC DEVELOPMENT! 


1. The Second Committee was responsible for the examination 
of the Geneva draft text of Chapter III on “ Economic Develop- 
ment ” together with proposals submitted by delegations relating 
to the subject matter of the Chapter. 

2. Mr. Ramon BETETA (Mexico) was elected Chairman at the 
first meeting of the Committee and Mr. Emilio ABELLO (Philippines) 
was elected Vice-Chairman at the second meeting. On the depar- 
ture of Mr. Abello, Mr. Jose GARRIDO TorRRES (Brazil) was elected 
Vice-Chairman at the twenty-first meeting. 

3. The Committee held twenty-six meetings and succeeded in 
solving all the issues before it. Mr. Beteta presided at all meetings 
except the seventh to rineteenth inclusive, presided over by 
Mr. Abello and the twenty-second presided over by Mr. Garrido 
Torres. 


1 E/CONF.2/69 and Corr 1. 
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4. To facilitate its work the Committee established six sub 


committees, two of them jointly with other committees. The 


i 
fi ft 


‘ 


} 


i 


+ 


NOT 


ports of the Sub-Committees as submitted to and as approved 


th 
Li 


1.e Committee, and any reservations made, are set out below 


ix Parts}, vez. 


Part | Sub-Committee A on Article 8 


Part II Joint Sub-Committee of Committees II and VI on 
Articles 9, 10 and 11 and on the Mexican proposal for 
the establishment of a Committee for Econom 
Development 


Part III Sub-Committee B on Article 12 
Part IV Sub-Committee C on Articles 13 and 14 


Part \ Joint Sub-Committee of Committees II and III on 
Articles 15, 16(2) and 16(3) and 42 [15, 16(2), 16 (4 
42, 43 and 44 


rt VI Sub-Committee D on footnote to Chapter III on 
Reconstruction ” 
PART I 
COMMITTEE A OF THE SECOND COMMITTEE ON ARTICLE 8 
Sub-Committee A on Article 8, consisting of representatives 


\ustralia, China and the United Kingdom was set up at the 
1 meeting of Committee II to examine the Article in the light 


the discussion at that meeting. Mr. D. K. Lieu (China) was 


+ ; 


d Chairman of the Sub-Committee. A recommendation ? 
ibmitted to the sixth meeting of Committee II but after 


\ 


ther discussion at that meeting the Sub-Committee was 


tuted with the addition of the representatives of 


\rgentina, Iran and New Zealand. A further recommendation? 
as submitted to and aproved by the ninth meeting of Com- 
mittee II as follows 
tl ise of Sub-Committee A no formal report was issued and the recom- 
lation of the Sub-Committee is to be found in a Secretanat Note In the case 
f the Joint Sub-Committee of Committee II and III the report reproduced here 
is that on Article 15 he report of this Sub-Committee on other Articles is to 
be found in the collection of reports relating to the Third Committee 
retanat Note E/CONF.2/C.2/A/t1 


tariat Note E/CONF.2/C.2/A/3 considered by the Committee at its 
meeting 
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“ It was agreed to accept the following text?!: 


‘ The Members recognize that [fall countries have a common interest in 
the productive use of the world’s human and materia’ resource 
concern to and will benefit all counirie ind that the industrial and ger 


economic development of all countries 


“ It was furthermore agreed that the phrase ‘ is of concern to al 


ountries’ was to be understood in a completely general sens« 
that all countries have a collective concern in the development « 
resources of the world at large. It in no way implied a ni 0 





interference in the internal affairs or national policy of a Men 
either on the part of any other individual Member or Member 
renerally. 

Che delegation of Argentina accepted the above text subject 
to a satisfactory translation of the word ‘ concern’ into Spanish 


PART II 


JOINT SUB-COMMITTEE OF THE SECOND AND SIXTH COMMITTEES 


ON ARTICLES 9, IO AND II AND ON THE MEXICAN PROPOSAI 
FOR THE ESTABLISHMENT OF A COMMITTEE FOR ECONOMI 


DEVELOPMENT 


The following is the Report? of the Joint Sub-Committee on 
Articles 9, 10 and I1 considered by Committee II at its twentieth 
twenty-first and twenty-second meetings, together with the 
modifications made by the latter. 


1. The Joint Sub-Committee was appointed at the sixtl 
meeting of Committee II and the fifth and seventh meetings o! 
Committee VI with terms of reference: 


rt. To examine Articles 9, 10 and 11 of Chapter III, proposed 
amendments thereto and any proposed new articles relating tc the 
positive functions of the Organization in promoting economi 
development in the light of discussion in Committee II with a view t 


recommendations as to the texts of these articles and any 


Desa cy 
making I 


organizational provisions which may be required as a consequen 
thereof. 

2. To examine the proposal of the Mexican delegation for t! 
establishment of an Economic Development Committe: 
Organization taking into account any lusions reached und 





paragraph 1 and any other relevant considerat 

3. In making recommendations under paragraphs I an 

to take into account the functions of other organs of the nz 

1 of the United Nations and Specialized Agencies in general in the 

‘f economic development and any financial im 101 
t 


‘4. To report to both Committee II and Committee VI 








1 In this instance [] signifies deletion from the Geneva 
ttalics signify addition to the Geneva text 
2 E/CONF.2/C.2/36, E/CONF.2/C.6/72 
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2. The Joint Sub-Committee was composed of representatives 


of: 
Australia France Turkey 
Belgium [raq United Kingdom 
Brazil Mexico United States 
China Pakistan Venezuela 
Colombia South Africa 


Dr. H. C. Coomss (Australia) was elected Chairman of the Sub- 


Committee. 


3. A number of representatives of delegations who were not 
members of the Sub-Committee attended as observers and in 
many cases took part in the discussion on particular amendments 
for which they were primarily responsible or in which they had 
special interest. Representatives of the International Bank for 
Reconstruction and Development and of the Food and Agriculture 
Organization, as well as the Director of the Fiscal Division of 
the Economic Affairs Department of the United Nations gave 
their views to the Sub-Committee. 


4. The Sub-Committee had held twenty-seven meetings at the 
date of approval of this Report. It examined Articles 9, 10 and 11 
and all the amendments and proposals submitted to it in connection 
with these articles in accordance with paragraphs 1 and 3 of its 
terms of reference. As a result of its examination the Sub- 
Committee decided to recommend: 


(i) revised texts of Articles 9, Io and IT; 

(ii) a resolution for adoption by the Conference ;? 
(iui) changes in Article 69 [72],’ and 
(iv) inclusion of a new Article in Chapter IX.‘ 


[t was agreed that the aforementioned recommendations dispos- 
ed of all the amendments and proposals submitted. 


5. The constitutional provisions of certain Members were 
brought to the attention of the Sub-Committee. [These provide 
that all controversies which may arise out of contracts in which 


+ 


the State or one of its sub-divisions are parties are to be resolved 


‘ As regards the consideration of paragraph 2 of the terms of reference see 
secretariat Note on page 25 


2 See page 76 of the Final Act and Related Documents (ICITO/1/4 or 
E/CONF.2/78 
3 


See paragraphs 1 (c) (iii), i (c) (iv), and 1 (f) of Article 72 of the Havana 
Charter 
* See paragraph 2 of Article 72 of the Havana Charter 





i 
i 
i 
' 
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national tnibunals.}! It was agreed that these constitutional 
juirements are not in conflict with any provisions of the articles 
vith which the Sub-Committee was concerned and that the Orga- 
zation would not in any manner have jurisdiction over facts 
ulting from such a situation nor over the decisions of the national 
uuinals. The action which the Organization would be able to 
ke in relation to such cases would be limited to a release or a 
minution of the obligations assumed or concessions granted by 
Member which asserts a nullification or impairment of a benefit 
ler the Charter, if the Organization finds that the situation 
vhich has been created justifies such action. 


6. The representatives of Belgium and the United States 
pressed the view that Article 11 did not prevent any government 
m taking such action as might be reasonable or justifiable to 
rotect the savings of its nationals, such action being subject to 
eview by the Organization. However, the Sub-Committee 
nsidered the text of the article to be clear and, therefore, agreed 
inanimously that it was not necessary to include any explanation 
n the report. 
7. With respect to paragraph 2 of Article rr the Sub-Com- 
ittee took the view that agreements promoted or recommended 
for adoption under paragraph 2 of Article 11 would not fall within 
paragraph 4 of Article 74 [77]. 
8. With respect to paragraph 2 (6) of Article 11 the Sub- 
Committee took the view that, while it was difficult to be precise 
this stage as to the nature of appropriate measures, more equit- 
ble and widely spread use of the means to economic development 
uld be achieved by joint action by Members. It seemed desir- 
able, therefore, that it should be made clear that the Organization 
had the necessary authority, with due respect to the functions and 
activities of other inter-governmental organizations, to make 
commendations for and promote agreements whether bilateral 
r multilateral to provide for such joint action, if study of the cir- 
cumstances suggested that such a course were desirable. The 
Sub-Committee drew attention to the fact that whether any agree- 
ments would in fact be concluded was dependent upon the willing- 
ness of governments to enter into them and that the scope of such 


The Committee decided to approve the following two sentences in place of 

the sentence in square brackets approved by the Sub-Cv.umittee 
“ These provide that controversies, which are within the domestic jurisdic- 
tion of such states, are to be resolved by naticnal tribunals. In some cases 
such controversies may arise in conneccion with matters dealt with in Article 11.” 
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.greements would be dependent upon the discretion of the govern 
ments concerned. The Sub-Committee felt that the propose 
paragraph 2 (6) would enable the Organization to make recom 

idations and promote agreements to assist countries encounter 


g difficulties as a result of actual or prospective shortages. TI 


i 


Sub-Committee considered that 


an agreement to facilitate an equitab 
kills, arts, technology, materials and equly 
restricted by the use to which these faciliti: 
if these facilities were essential to established 
economic development, the Orga 


an agreement in app! pr if 


lige whether such action would i 

xt approved would permit the 

ved that speculation was affecting 
distribution of the facilities referred to 

action was relevant 


pl mote agreement 


he Organization to 
agreements desigr 
arts 
a sta . 
l wouid eniarge 
which the Organi 
with Article 10 
which were havin 


equipment 


‘rence to the text recommended to 


IX as a new article, the Sub-Committee noted that 
l . kK] T+ 1, } 1 y ; r ‘rT 
be acceptabie to the Italian delegation in 


yposed by it to be inserted betwee! 
Geneva draft + and the amendment sul 
legation to Article 8r of the Geneva 


page 4 


page 13. 
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Committee agreed that this text would require the Organization 
cases where the economic circumstances of Members were 
evant, to give consideration to all of the factors affecting those 

economic circumstances. Among such factors might be the degree 

f assistance extended to a Member by other Members or by 


existing inter-governmental organizations. 


Note: The Committee approved the following paragraphs with 
egards to the deletion of paragraph 4 of Article 11 of the Geneva 
draft 

“ In connection with the deletion of paragraph 4 of Article 11 
of the Geneva Draft Charter it was pointed out that the paragraph 
merely stated that the term ‘ nationals’ as used in that Artic! 
ind in Article 12 comprised natural and legal persons. However 

certain delegations called the attention of the Committee t 

provisions 1n their constitutions requiring certain types 

ivities to be carried on by legal entities incorporated und 
domestic laws and also affecting the rights of person 
ng shares of such entities. It was further suggested by 
tain delegations that the problem of the determination of the 
nationality of legal entities was very complicated and raised 
many questions of international law 
The deletion is to be taken as reflecting only the view 
the Committee that the constitutional provisions referred to are 
not prejudiced and are outside the scope of the Charter, th 
in their opinion this does not affect the construction of 


term ‘ nationals ‘ as used in Articles 11 and 12, without prejudice 
to such provisions, as including both legal and natural persons 
[he Committee also considered that the problem of the nationality 
of legal entities was not raised by the paragraph or by its dele 

tion.” 


is the Note by the Secretariat! with 
Action of the Jownt Sub-Commiutt 
as Regards Paragraph 2 of its Terms of Reference. 
1. The Mexican proposal for the insertion of a new Section 
Committee for Economic Development—in Chapte 
referred by Committee VI to the Joint Sub-Con 
mittees II and VI in accordance with the term 
2. This proposal was considered by the Joi 
a Working Party was set up to examine the 
in view of the connection between the Mexi 
establishment of a Committee for Economic Development and the 
proposal with regard to the establishment of a Tariff Committee 
these questions were considered by a Joint meeting of Sub-Com- 
mittee A of Committee III, of Sub-Committee of Committee VI 
and of the Joint Sub-Committee of Committ VI held on 
3 February 1948 which considered sug 
Australian, United States and Pakistan 
1 E/CONF.2/C.2/36/Add.1, E/CONF../C.6/72/Add.1 
2 E/CONF.2/C.2/6/Add.17, E/CONF.2/C.6/2/Add.18 and E 
Pages II, 12 and 13 
3 E/CONF.2/W.15 and E/CONF.2/W.15/Add.1 


r 
r 
an proposal for the 
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a Working Party representing the three Sub-Committees. This 
Working Party reached provisional agreement. At that stage, the 
Co-ordinating Committee, which was considering a number of 
unresolved issues affecting economic development, decided that the 
questions before the Working Party should be transferred to it. 
After consultation with the Chairmen of the Sub-Committees 
concerned, the questions were so transferred’. As no changes in 
the text of the Charter were indicated by the Co-ordinating Com 
mittee, no further action was required by the Joint Sub-Committee 
of Committees II and VI * and the Report of the Joint Sub-Com 
mittee on Articles 9, 10 and II is its final Report. In view of the 
agreement reached by the Heads of Delegations with regard to the 
suppression of the proposed Tariff Committee and other related 
matters, the Mexican delegation agreed that no further action was 
required on its proposal. 


PART III 


SuB-COMMITTEE B OF THE SECOND COMMITTEE ON ARTICLE I2 





The following is the Report * of Sub-Committee B on Article 12 
considered by the Committee at its seventeenth, eighteenth and 


nineteenth meetings, together with the modifications made by the 
latter. 





1. At its thirteenth meeting Committee II appointed a Sub- 
Committee to consider Article 12 and the amendments submitted 
thereto. The Sub-Committee consisted of the delegates of Aus- 
tralia, Brazil, Canada, Ceylon, Czechoslovakia, Egypt, India, 
Mexico, Netherlands, New Zealand, Sweden, United Kingdom, 
United States of America and Venezuela. 

Mr. Jose GARRIDO TorRRES (Brazil) was elected Chairman of the 
Sub-Committee. 









2. The Sub-Committee held seven meetings and agreed on a 
text of Article 12. In the course of the discussion of Article 12 
certain members of the Sub-Committee withdrew their proposed 
amendments. The Sub-Committee considered that the amend- 
ments not so disposed of were either taken into account or disposed 
of by the text of Article 12. The Sub-Committee also considered 
that certain amendments relating to the provision of capital on 
reasonable terms by capital-exporting countries were met to a 
reasonable extent by the provisions of Article rr. It was considered 















1 The Report of the Co-ordinating Committee on this matter is contained in 
Annex 3 of E/CONF.2/45/Rev.1 and the recommendations thereon of the Heads 
of Delegations in E/CONF.2/51 (see page 126 et seg.) of the present Reports 

2 E/CONF.2/58 
§ E/CONF.2/C.2/29. 
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that the Chilean amendment relating to adequate participation 
f nationals of a capital-importing country in the financing, mana- 
ment, and administration of enterprises referred to in paragraph 3 
\rticle 12 was covered to the extent appropriate in the text of 


Article 12. 
;. In the course of considering Article 12 the Sub-Committee 


reed on several interpretations of the Article as follows: 


[he requirements referred to in paragraph 1, sub-paragraph (c) 
(iv) of the Havana Charter may, provided they are reasonable, 
relate either to foreign investments only or to investments 
generally. 


Legislative or constitutional requirements, existing at the time 
that an investment is made and providing for recourse only to 
national courts, would not in themselves be reviewable pursuant 
to Chapter VIII. Chapter VIII provides for review by the 
Organization of whether nullification or impairment of a benefit 
accruing to a Member under the Charter has taken place, even if 
the nullification or impairment arises out of a measure com- 
pletely consistent with the Charter, or “ any other situation ” 
even if there is no violation of the Charter, and without 
involving the power of the Organization to pass or judge upon 
the validity of the measure itself taken by a Member, or of a 
decision taken by a Member’s national courts. 


The Articles of Agreement of the International Monetary Fund 
are included among the international agreements referred to 
in paragraph 2, sub-paragraph (}) of the Havana Charter.] ! 


4. The Indian delegation reserved its position on paragraph 2 


f the text of Article 12 of the Havana Charter, pending instructions 
from its Government.? 


1 The Committee approved the following text in place of sub-paragraphs (a 
and (c) of paragraph 3 


a) legislative or constitutional requirements, existing at the time that an 
investment was made and providing for recourse only to national courts, 
would not in themselves be reviewable pursuant to Chapter VIII. Chap- 
ter VIII provides for review by the Organization of whether nullification 
or impairment of a benefit accruing to a Member under the Charter has 
taken place, even if the nullification or impairement arose out of a measure 
completely consistent with the Charter, or “ any other situation ”, even 
if there was no violation of the Charter, but without involving the power 
of the Organization to pass or judge upon the validity of the measure itself 
taken by a Member, or of a decision taken by a Member's national courts; 
and 


the Articles of Agreement of the International Monetary Fund were 
included among the international agreements referred to in paragraphs 1(c) 
and 2 (d) of the text of the Havana Charter.” 


2 This reservation was subsequently withdrawn. 
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PART IV 


SUB-COMMITTEE C OF THE SECOND COMMITTEE ON 
ARTICLES I3 AND I4 





The following is the Report ! of Sub-Committee C on Articles 13 
and 14 considered by Committee II at its twenty-third and 
twenty-fourth meetings, together with the modifications made by 
the latter. 










1. Sub-Committee C was appointed at the sixteenth meeting 
of Committee II with terms of reference as follows: 












[o examine and submit recommendations to Committee I] 
concerning the proposals on Articles 13 and 14 with authority 
to consult, if considered necessary, with the Sub-Committee of 
Committee [II on Articles 20 and 22.” 





2 [he Sub-Committee was composed of representatives of 





Argentina China Iraq Philippines 
Australia Colombia Mexico United Kingdom 
Brazil Cuba Netherlands United States 
Canada India Norway Uruguay 


















Dr 


Sub-Committee. 





Gustavo GUTIERREZ (Cuba) was elected Chairman of the 


3. A number of representatives of delegations who were not 







members of the Sub-Committee attended as observers and in many 
cases took part in the discussion on particular amendments for 
h they were primarily responsible or in which they had a 
ial interest 










4 [he Sub-Committee held fourteen meetings. It examined 
(Articles 13 and 14 and the amendments submitted thereto. The 
delegation of Brazil submitted two working papers, which redrafted 
paragraphs 2 to 5 inclusive of the Geneva draft of Article 13 
[hese were adopted as the basis for discussion. After the Sut 
Committee had almost completed its work on Article 13 and the 
imendments submitted thereto, the Article was also examined by 
the Co-ordinating Committee. The Sub-Committee took into 







+ 


account the text submitted by the Co-ordinating Committee ? in 
accordance with the recommendations of the Heads of Delegations® 
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As a result the Sub-Committee recommendea texts of Articles 13 
1 14. It was agreed that these recommended texts disposed 
f all the amendments submitted. 


>. The Sub-Committee considered the amendment of Cuba to 
sert the word “ maintenance” and the amendment of New 


vealand to insert the word “ maintain ” in paragraph 1 of Article 13 
nd the amendments arising as a consequence thereof and expressed 


view that the amendments were already covered in the texts 
oposed. It was agreed that the word “ development ”, as used 
Article 13, might cover cases in which the branch of industry 
agriculture to be developed had been established before the date 
the Member’s application to the Organization. 


6. The Sub-Committee considered it desirable to record that 
uragraph 7 (a) (11) of Article 13 of the Havana Charter as originally 
ubmitted to the Co-ordinating Committee ended with the words 
reduced as a result of new or increased restrictions imposed by 
me other government or governments ” 


7. {With regard to the meaning of the word “ processing ” 
ppearing in paragraphs 7 (a) (ii) and 7 (a) (iii) of Article 13 of the 
Havana Charter, it was agreed that processing meant the trans 
formation of a primary commodity into semi-finished or finished 
roods but did not refer to highly developed industrial processes 
uch as the manufacture of precision instruments. |! 


1 


8. [With regard to the reference to international trade at the 
end of paragraph 7 (a) (ii) of Article 13 of the Havana Charter it 
vas agreed that this was a reference to international trade in 
general and not to trade in the specific product to which the measuré 
in question related. | ? 


‘ The Committee approved the deletion of this paragraph and its substitution 


r the following 
“ With regard to the meaning of the word ‘ processir 
graphs 7 (a) (ii) and (iii) of Article 13 of the Havana Charte 
given to the view of the Co-ordinating Committee 
delegation of Pakistan. It was agreed that proce 
of a primary commodity or of a by-product of sucl 
finished or finished goods but did not refer to i 
processes such as the manufacture of precision instrument 
decided to insert the interpretative note set out in the Havana ¢ 


2 


2 The Committee approved the deletion of this paragraph and its 
r the following 


“ With regard to the references to international trade in paragraphs 7 (a 
and 8 (bd) (ii) of Article 13 of the Havana Charter it was agreed that these were 
references to international trade in general and not to trade in the specifi 


product to which the measure in question related.” 
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9. [With regard to the interpretation of the words “ materially 
affected” in paragraphs 5 and 8 of Article 13 of the Havana 
Charter, it was agreed that this term was not restricted to those 
countries which in the past were the principal suppliers and that it 
would be proper for the Organization to have regard, for instance, 
to the interests of those Members which supplied a large proportion 
of the imports of the applicant Member in the product concerned, 
those Members which were substantially interested in exporting 
the product to world markets, and those Members whose economies 
were materially dependent on exports of the product.]? 





























10. With regard to paragraph g of Article 13 of the Havana 
Charter the Sub-Committee agreed that the powers of the Orga- 
nization under Article 13 were vested in the Conference in accord- 
ance with paragraph 1 of Article 74 [77] and that it would be for 
the Conference under the provisions of paragraph 2 of Article 74 [77] 
to assign any of these functions to the Executive Board. At that 
time the Conference would determine the extent and conditions of 
appeal to the Conference from any decision of the Executive Board 
and the circumstances in which appeals could be made. The 
Sub-Committee further agreed that the phrase “ pending a decision 
by the Organization ” should refer to the final decision, which would 
be taken by the Conference in the event of previous adverse deci- 
sions being followed by an appeal to the Conference by the applicant 
Member. 





11. It was agreed that the proviso at the end of paragraph 9 
of Article 13 of the Havana Charter would permit a Member to 
prohibit entirely or reduce the imports of a product to the extent 
needed to ensure that, over the whole period following the increase 
in imports referred to in that paragraph, that product was not 
imported at a rate greater than in the most recent representative 
period preceding the date of notification. 


1 The Committee approved the deletion of this paragraph and its substitution 
by the following: 


“With regard to the interpretation of the words ‘ materially affected ’ 
in Article 13 of the Havana Charter it was agreed that this term was not 
restricted to those countries which in the past were principal suppliers. With 
regard to the use of these words in sub-paragraph 3 (6) it was assumed that the 
Organization would have due regard to the contractual rights of Members. 
In interpreting these words in paragraphs 5 and 8, it would be proper for the 
Organization to have regard, for instance, to the interests of Members which 
supplied a large proportion of the imports of the applicant Member in the 
product concerned, those Members which were substantially interested in 
exporting the product to world markets, and those Members whose economies 
were materially dependent on exports of the product.” 
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12. With regard to paragraph to of Article 13 of the Havana 
harter it was agreed that the date cived therein by which the 
ipplicant Member would be notified whether or not it would be 
eleased from its obligations should be the date on which the 
ompetent organ of first jurisdiction would give its ruling. It was 
iso noted that paragraph 2 of Article 73 [76] permitted the Con- 
ference to establish rules of procedure appropriate for the carrying 
out of its functions during the intervals between its sessions, é.g. 
‘ting by cable or airmail. 


13. In connection with Article 14 the attention of the Sub- 
Committee was invited to the possibility that in certain special 
circumstances beyond their control some signatories to the Final 
\ct of the Second Session of the Preparatory Committee of the 
United Nations Conference on Trade and Employment may find 
themselves unable for some time to apply the provisions of the 
General Agreement on Tariffs and Trade. The Sub-Committee 
noted that an application could be made to the Contracting Parties 
for an amendment to that Agreement to meet these cases. If the 
amendment were accepted, it would then be possible for the Contract- 
ing Parties to consider an application for new dates to be established 
and to replace those of 1 September 1947 and 10 October 1947 at 
present specified in paragraph 6 of Article XVIII of the Agreement 
In order to prevent any decision under the provisions of such an 
amendment, if it were accepted by the Contracting Parties, from 
becoming ineffective on the date of entry into force of the Charter 
the Sub-Committee agreed to insert the exception appearing at the 
end of paragraph 1 (a) of Article 14 of the Havana Charter. The 
representative of Brazil reserved his position pending a decision 
by the Contracting Parties with regard to such an amendment to 
the agreement.! 


14. The representative of Argentina reserved the position of 
his country with respect to Articles 13 and 14.? 


1 The Brazilian reservation contained in this sentence was withdrawn at the 
twenty-sixth meeting of the Committee 

2 In addition a reservation on Article 13 was made by the representative of 
Ceylon at the twenty-third meeting of the Committee. 
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PART V 


Jornt SuB-COMMITTEE OF THE SECOND AND THIRD COMMITTEES 
ON TARIFF PREFERENCES 


The following is the Report?! of the Joint Sub-Committee to 
Committee II on Article 15, considered by Committee II at its 
twenty-fourth and twenty-fifth meetings, together with the modifica 
tions made by the latter. 


I [he Joint Sub-Committee of Committees II and II w 
extablished with the following terms of reference: 


a 


lo consider and submit recommendations to both Committee 
ding Articles 15, 16 (2) and (3) and 42 and the relevant proposals 
1 amendments submitted in relation thereto with a view to finding 
ution of the question of new preferential arrangements, including 
for purposes of economic development and reconstruction 
ind ot the maintenance of existing preteren es aS an exception from 
most-favoured-nation clause 


[he Joint Sub-Committee consisted of representatives of 
the following delegations: Argentina, Belgium, Brazil, Canada, 
Salvador, France, Haiti, Iran, Poland, Sweden, Syria 
ey, United Kingdom, United States and Venezuela 

; Mr. Stig SAHLIN (Sweden) was elected Chairman. At the 
eleventh meeting, Mr. Jean ROYER (France) was elected fn the 
of Mr. Sahlin who had left Havana 


lhe Sub-Committee held fourteen meetings. At the tenth 
ting, it was decided to set up a Working Party, consisting of 
presentatives of Belgium, Chile, France, Syria, United Kingdom, 


United States and Venezuela. The Working Party held twenty- 


t 


meetings, under the Chairmanship of Mr. Royer, and reported 

Sub-Committee.? 

[he Working Party made substantial progress in drafting 
evised text of Article 15. Certain major points of difference were, 
wever, taken up by the Co-ordinating Committee whose proposals 
were endorsed by the Heads of Delegations.* Acting on the basis 
of these recommendations, the Sub-Committee submitted the text 
of Article 15. In doing so, it emphasized that in its consideration 
of the text received from the Co-ordinating Committee, it had confined 
itself to matters of drafting and clarification and, in accordance 
with the recommendation of Heacs of Delegations, had made no 


CONF 


LE 2/C.2/42 
2 E/CONF.2/C.2 and 3/A/r14. 
* E/CONF.2/45/Rev.1 and E/CONF.2/5r. 
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anges of substance. Support of the compromise text by members 
the Sub-Committee did not mean that they entirely agreed 
with it, but only that they were willing to approve the text as a 
ole in order to reach the general settlement recommended by the 
Heads of Delegations. 
6. The recommendations of the Sub-Committee in regard to 
\rticles 16 and 42 [16, 42, 43 and 44] are contained in its Report 
» Committee ITI. 


7. Paragraphs 8 to 20 of this Report contain a brief statement 
the main changes in the text of Article 15 of the Geneva draft 

nd on the manner in which the Sub-Committee dealt with the 
yposed amendments. 


8. The main change in Article 15, originating in a proposal by 
Polish delegate, was the introduction of specific “ conditions 

nd requirements ” relating to proposed new preferential agree- 
ents. If the Organization finds that a proposed agreement fulfils 
these conditions and requirements, its approval of it will in effect 
e automatic, provided only that the Organization also finds that 
the agreement is unlikely to injure substantially the external trade 
of Members net parties to it; moreover, even if substantial injury 
found to be likely, provision is made for negotiation and com- 
pensation, so that under certain specified conditions the Orga- 
nization shall nevertheless approve the agreement. As a result 
of this elaboration of Article 15, it was possible te confine the more 
stringent procedure of prior approval as set out in the second sen- 
tence of paragraph I of the Geneva draft to new preferential 
izreements which do not conform to the above-mentioned condi 
tions and requirements. It was felt that the introduction of a 
procedure for automatic approval partly covered proposals by 
Chile and Venezuela. The delegation of Brazil withdrew its 
reservation on condition that the recommendations of the Heads 
of Delegations were accepted as a whole. Proposals by Argentina 
relating to the powers of the Organization were not accepted, and 
the delegation of Argentina reserved its position as it considered 
that sovereign powers should not be placed in the hands of an 
international organization. The delegations of Haiti and Turkey 
reserved their positions on the whole Article [pending decisions on 
Article 16].4 The delegation of Chile maintained the reservation 


1 On approval by the Committee it was agreed that the words “ pending 
decisions on Article 16 ” should be deleted. The reservation of Haiti was withdrawn 
at the eighteenth plenary meeting. 


3 ORRS OC 54 pt. 4 o2 
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with respect to the whole Article which it had put on record at th: 
meeting of Heads of Delegations. 

9. Paragraph 1 of Article 15 of the Havana Charter consists 
only of the first sentence of paragraph 1 in the Geneva draft, whic! 
remains substantially unchanged. An interpretative note has been 
added to make it clear that the special circumstances mentioned 
are those referred to in the Article itself. 

10. Paragraph 2 of Article 15 of the Havana Charter, regarding 
notification, is substantially the same as the first sentence of 
paragraph 2 in the Geneva draft. 


11. Paragraph 3 of Article 15 of the Havana Charter contains 
the substance of the second sentence of paragraph 1 of the Geneva 
draft, but now in effect applies only to new preferential agreements 
which do not fulfil the conditions and requirements of paragraph 4. 
Proposals by Argentina, Chile and Venezuela to delete this sentence 
in the Geneva draft were not accepted. 


12. Paragraph 4 of Article 15 of the Havana Charter is entirely 
new, and states the conditions and requirements determining the 
Organization’s approval of a proposed new preferential agreement. 
[t is thought that these new provisions go some way to meet the 
proposal by Chile for a new paragraph designed to permit prefer- 
ential arrangements between adjacent underdeveloped countries. 


13. A proposal was considered to delete the words “ between 
Members ” from the preamble to paragraph 4 of Article 15, it being 
argued that this limitation had been introduced without adequate 
discussion. It was the view of the Sub-Committee, however, that 
the words should remain. [The delegates of Argentina, Chile, 
Poland, Syria and Venezuela wished it put on record that in their 
view no final decision should be taken on this point until a definitive 
text of Article 93 [98] was available, and the delegate of Argentina 
reserved his position.] } 


14. The delegate of the United Kingdom entered a formal 
reservation on paragraph 4 (a) of Article 15 of the Havana Charter 


and the interpretative note pending instructions from his 
Government.? 


1 The Committee approved paragraph 13 of this Report with the deletion of 


the last sentence and its substitution by the following: 


es The Delegate of Syria wished it put on record that, in the light of the 
definitive text of Article 93 [98], he was still opposed to their inclusion.” 
* Th 


is reservation was withdrawn at the twentieth plenary meeting. 





“4 
f 
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15. [The delegate of Poland presented an amendment to 
aragraph 4 (ad) of Article 15 of the Havana Charter designed to 
permit compensatory tariff preferences on products not conforming 
to the development and reconstruction criteria of paragraph 4 (6), 
ibject to progressive elimination and limits as to duration and 
margins of preference. The Sub-Committee could accept neither 
proposal nor an alternative proposal by the delegate of 
{rgentina to insert a text previously discussed by the Working 
urty. The delegates of Argentina, Chile and Poland asked for 
eir view to be recorded that rejection of these proposals would 
ake the introduction of new preferential arrangements very 
lificult, if not impossible.] ? 


16. Paragraph 5 of Article 15 of the Havana Charter is a new 
rovision by which the Organization may require a reduction in 
in unbound most-favoured-nation rate of duty on a product 
overed by a proposed preferential agreement, if, on appeal by an 
iffected Member, it considers the rate to be excessive. [A number 
f delegates would have preferred greater clarity in this paragraph, 
ut, taking into account the recommendations of the Heads of 
Delegations, the Sub-Committee was unable to draft a clearer 
text which would have been acceptable to all its members.] ? 


17. Paragraph 6 of Article 15 of the Havana Charter provides 
for approval by the Organization within two months if it finds that 
in agreement fulfils the conditions of paragraph 4 of the Havana 
Charter and would not injure substantially the external trade of 

ther Members. Moreover, conditions are laid down in regard to 
ompensation for injured Members, etc. 


1 The Committee approved the following in substitution of the text of para- 


raph 15 of the Report of the Sub-Committee 


“The Polish delegation presented an amendment designed to permit 
temporarily compensatory preferences on products not conforming to the 
development and reconstruction criteria of paragraph 4 (6) of the Havana 
Charter and subject to progressive elimination and limits as to duration and 
margins of preference. The amendment was not accepted. The Polish 
delegation asked for its view to be recorded that paragraph 4 (d) of Article 15 
of the Havana Charter concerning preferential concessions nullified to a large 
extent the advantages of paragraphs 4, 5 and 6 of the Havana text and 
made the introduction of new preferential arrangements very difficult if not 
impossible. An alternative proposal by the uelegate of Argentina to insert 
a text previously discussed by the Working Party was also rejected. The 
delegates of Argentina and Chile asked for it to be recorded that they were in 
general agreement with the views expressed by the delegate of Poland in this 
matter.” 


* The Committee aproved paragraph 16 of this Report with the deletion of 
the second sentence. 
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18. In regard to the compensation provided for in para- 
graph 6 (6) of Article 15 of the Havana Charter, it was understood 
that this might be of either a negative or positive character; that 
is to say, the Organization might, in appropriate circumstances, 
allow compensation to take the form of withdrawal of concessions 
by an injured Member, and not merely the establishment of new 
concessions in favour of the latter. 

19. Provision was made regarding existing agreements, such 
as those deriving from the Treaty of Lausanne, entitling Member 
to depart from most-favoured-nation treatment for the purpose of 
establishing regional preferences. An interpretative note was als 
added in regard to rights to conclude preferential agreements which 
may have been recognized in respect of mandated territories which 
became independent before 21 November 1947. 


20. In regard to paragraph 6 (d) of Article 15 of the Havana 
Charter, the delegate of Iraq (not a member of the Sub-Committee 
proposed that the provision relating to substantial injury should 
be limited to Members which, in their most-favoured-nation treaties 
with the parties to the agreement, have not recognized the right 
in question to depart from most-favoured-nation treatment 

[he sense of the Sub-Committee was against this proposal, there- 
fore the delegates of Iraq and Syria reserved their right to reopen 
the question in Committee.|! The word “ procedure ” agreed by 
the Co-ordinating Committee in the last sentence of this sub- 
paragraph was changed to “provisions” in order to make it 
clear that sub-paragraph (d) was not subject to the provisions of 
sub-paragraph (c). 

Note: The reservations on Article 15 made or maintained at the 


time of approval of the Report of the Sub-Committee by Committee IT 
at its twenty-fourth meeting were as follows: 


Afghanistan Haiti 

Argentina Iraq (on paragraph 6 (d)) 

Chile Turkey 

China United Kingdom (on paragraph 4 (a) and on the 


interpretative note thereto) 


The reservation of Afghanistan was withdrawn at the twenty-fifth 
meeting of Committee II. The reservations of China, Haiti and 
the United Kingdom were withdrawn at the nineteenth, eighteenth 
and twentieth plenary meetings respectively. The reservation of 
Turkey was also withdrawn (E/CONF.2/76). 

There therefore remained at the end of the Conference reserva- 
tions by Argentina, Chile and Iraq. 





[he Committee approved paragraph 20 of the Report with the substitution 
of the following for the second sentence 


1 


‘ The sense of the Sub-Committee was against this proposal.” 





a 
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hat PART VI 
ces, ; ; : 
on: SUB-COMMITTEE D OF THE SECOND COMMITTEE ON FOOTNOTE 
ai CHAPTER III OF THE GENEVA DRAFT ON RECONSTRUCTION 
The following is the Report ' of Sub-Committee D on the footnote 
2 to Chapter III of the Geneva draft on “ Reconstruction ” considered 
cn it the twentieth and twenty-second meetings of Committee II and 
er approved without modification and with endorsement of the recom- 
of mendation that reconstruction and development should be treated 
: n equal terms. 
ch 1. At the sixteenth meeting of Committee II the Chairman 
ch pointed a Sub-Committee composed of representatives of 
\ustralia, El Salvador, France, Mexico, Poland and the United 
si Kingdom with terms of reference as follows: 
e To examine and submit recommendations concerning the footnote 
d Chapter III on “ reconstruction” appearing at the bottom of 
- page 12 of the Draft Charter”. 
a= 
t 2. The Sub-Committee held three meetings on 3, 13 and 
§ January 1948. Mr. C. Novoa (Mexico) was appointed Chairman 
i 2. While the Sub-Committee agreed that there was a difference 
n etween reconstruction and development, they also agreed that 
y for the purpose of the provisions of Chapter III reconstruction and 
_ levelopment should be treated on equal terms. It was accordingly 
greed to recommend the following changes in Article 8 and in 
f paragraphs 2 and 3 of Article ro of the Geneva draft as amended 


by the Sub-Committees concerned. In the text below the words 
in italics are those recommended by the Sub-Committee 


{rticle 8. 

“The Members recognize that .....and that the 
industrial and general economic development of all countmes, 
and particularly of those in which resources are as yet relatively 
undeveloped, together with the reconstruction of those counirtes 
whose economies have been devastated by war, will improve 


opportunities 


Article 10, paragraph 2. 

“With a view to facilitating and promoting industrial and 
general economic development and consequently higher 
standards of living, especially of those countnes which are 


1 E/CONF.2/C.2/35. 
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still relatively undeveloped, together with the reconstruction 
those countries whose economies have been devastated by war, and 
subject to any arrangements : 


Article 10, paragraph 3. 


“With a view to facilitating and promoting industrial and 
general economic development especially of those countries 
which are still relatively undeveloped, together with the recons 
truction of those countries whose economies have been devastated 

war, the Organization shall 


With respect to other parts of Chapter III it was agreed to 
recommend that the Central Drafting Committee be asked to 
include at the appropriate places such references to reconstruction 
as will result in the treatment of reconstruction and development 


on equal terms. 


Vote: The Central Drafting Committee made recommendations 


for the inclusion of appropriate references to reconstruction in 
Chapter III and these were incorporated in the Havana Charter. 
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III. REPORTS RELATING TO THE 
THIRD COMMITTEE 


COMMERCIAL POLICY 


[his section contains the following documents relating to the 
vork of the Third Committee: 


i) Report of the Third Committee. 
li) Report of the Joint Sub-Committee of the Second and 
Third Committees on Articles 16 and 42 [16, 42, 43 and 44]. 
(iii) Report of Sub-Committee A on Articles 16, 17, 18 and 19. 
iv) Report of Sub-Committee B on proposed new Article 18 A. 
v) Report of Sub-Committee C on Articles 32-39 [33-39 
Report of Sub-Committee D on Articles 40, 41, and 43 
40, 41 and 45). 
(vii) Report of Sub-Committee E on Articles 20 and 22 
vili) Report of Sub-Committee F on Articles 21, 23 and 24. 
ix) Report of Sub-Committee G on the Swiss Proposal 
x) Report of Sub-Committee H on Articles 25-29 (25-28). 
(xi) Report of Sub-Committee J on Articles 30 and 31 [29-32]. 


? 


REPORT OF THE THIRD COMMITTEE: 
COMMERCIAL POLICY! 


The Third Committee was responsible for the examination of 
he Geneva draft text of Chapter IV and related matters. 

The Honourable L. D. WiLGREss (Canada) was unanimously 
lected Chairman, and Mr. Walter MULLER (Chile) was elected 
Vice-Chairman, but it was learned that Mr. Muller would be 
unable to accept office and Mr. E. PuiG AROSEMENA (Ecuador) 
was then appointed in his stead. Later Mr. E. Puig Arosemena 
returned to Ecuador and on 18 December Mr. LLERAS RESTREPO 
Colombia) was elected Vice-Chairman. 

The first reading of the Chapter and the preliminary discussion 
of the amendments proposed by delegations continued up to and 
including the twenty-eighth meeting on 8 January. During the 





1 E/CONF.2/70 
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rst reading of the six sections of the Chapter, ten Sub-Committ 
wee appointed including a Joint Sub-Committee with Committee IJ 
[Tariff Preferences. 
The second reading of the Chapter and consideration of tl 
ib-Committee reports began at the thirtieth meeting on 31 Januar 
ind were completed at the forty-seventh meeting on 17 Marcl 
ub-Committee reports were approved in full, subj 


few changes in the text of the articles as noted in this Report 


SUMMARY OF SUB-COMMITTEE REPORTS 


Toint Sub-Committee of the Second and Third Committees 


n Tariff Preferences (Articles 16 and 42 [16, 42, 43 and 44 


I The Joint Sub-Committee, in its study of Articles 15, 16 and 4 
16, 42, 43 and 44] and in its examination of the amendments pr 
by delegations, took into account most of the problems whi 


from exceptions to the most-favoured-nation clause for the establish 
nt of tariff preferences The detailed examination of the amendment 


vas consigned to a Working Party which held twenty-nine meetings 


With regard to Article 15, a Report was submitted by the Joint 
the Second Committee (see Part V of the Report of 


With respect to Articles 16 and 42 [16, 42, 43 and 44], the 

ttee’s Report wa ibmitted to ¢ sttmisien 400 The changes 

ed in Article 16 were accepted without much discussion and the 

ttee also approved the request of the delegation of Turkey for the 

( f a paragra providing for preferences established under 
\ ’ etween countrie t x to the Ottoman Empire pri 
i ind the request of Venezuela for exemption for a peri 

years for special surcharges levied on products imported via 


1. Committee a idopted the recommendation that Article 42 


12 
uuld be devided into three Articles dealing separately with the Territo 
Application of Char TLV. Frontier Traffic, and Customs Unions and 
ree-Trade Areas. The fivet of these three Articles was amended bv a 


Working Party prior to final approval.! The recommendation of th 

Sub-Committee extending the third to cover free-trade areas as well as 

1ittee decided to preface the 

t paragt pt 1 with a statement recognizing the desirability of increasir 
] 


ing 
freedom of trade by the deve 


yms union’s was accepted, but the Comn 


opment of close integration between 


. roh x in — 
conomies through voluntary agreements. 


Sub-( ; mmuiltee A f the Third C ymmittee on I ariff Neg trations, 
Internal Taxation and Regulation (Articles 16 to rg). 


5. In Article 16 two paragraphs were added: (1) to bring into the 
text of the Article, from two of the Annexes, a provision relating to the 


imposition of a margin of tariff preference to compensate for the elimina- 





STOCKPILING STRATEGI( AND CRITICAL MATERIALS Sl 


41 


to the principle that tarmff descriptions based on distinctive 


} I 


f a margin of preference in an internal tax, and (2) to give re 
] 


nal or geographical names should not be used in such a manner 


liscriminate against products of Member countries. Committee III 
i to transfer the second new paragraph to Article 3536]. Further 
erpretative note defining the term margin of preferenc: W 


ied to Article 16 as had been done in the corresponding Art 
General Agreement on Tariffs and Trade In Annex A tl] S 
ee altered the provisions for the elimination, or re} 
preferences, of certain 


; 
} 
Kingdom and Canada, Australia and New Zealand on t 


referential quota arrangements 


[In Article 17, the rules for the conduct of tariff neg 
Members were extended and clarified. Paragraph 


to the tailure of a Member to carry out negotiations, wa 
Sub-Committee, and Committee III added “ reconstr 
specified needs of Members to be taken into a unt al 


levant circumstances by the Organization in judging the 





eon for a failure to carry out negotiations [his paragraph was furt 
led by the Co-ordinating Committee of the Conference in 
V the over-all settiement of issues on economic dev 
luded also the decision that the Charter should n 
establishment of a Tariff Committee This inv t 
relevant paragraph (3 of Geneva draft The Sub-¢ 


two interpretative notes to Article 17: the first provid 





; 
| tax, applied to a f{ ict which is not produced 
tt t t 
e treated as a cust \ certain rcumstances 
1 provides that the effects of the devaluatior f \ 
r of a rise in prices would be a I 
g tarifl negotiations 
ra hich deal t : 
Article 1 which deals wi i ea 
on and regulations, was ex S ' LI 
ral pril Ip that internal tax i l 
11m such a manner as to afford protection t LOI 
preserved. During consideration of the Sub- R 
tain delegations suggested that a special exception would be wart 
rt Ceeriviniy ye Inter Ee a Workin Dart 
certain discriminatory internal LX¢ ind a \ King ral 
inted to review the problem once mor The Rey 
‘A Lp ) - rf ¢ } lafinit ¥ — nant . sh < 
Working Party contained no definite recommendatior WV 
the forty-second meeting of the Committee on 8 Marcl 
} eal + 1 That, rt x } 
nd that there was no substantial support for any 
T 
Sub-Committee I the Third Con 
Discrimination in Shipping and Insurar Ser 


) 1 atea rl] , { 
(Propose L Arlicie I56 A 


8. The Sub-Committee concluded that it was desirable 
erlapping of functions and a possible conflict of activities between 
International Trade Organization and the Inter-G rmmental \ 
Consultative Organization and that therefore questions of s} 
hould not be dealt with in the Havana Charter \ rding! 
Sub-Committee recommended that Article 18 A should not be adopted 
and that Committee IV be asked to amend Article 50 +} to take to 


1 E/CONF.2/C.3/71 
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account the considerations mentioned above. The Committee decided 
to recommend to Committee IV that a satisfactory solution be sought for 
the relation of shipping services to Chapter V in order to avoid conflict 
with the IMCO. Committee IV inserted an interpretative note to 
Article 50 [53] stipulating that the provisions of that Article would not 
apply to matters relating to shipping services which are subject to the 
Charter of the IMCO. In the light of the action taken by Committee IV 
Committee III decided at the forty-sixth meeting to adopt the first of the 
Sub-Committee’s recommendations, rejecting Article 18 A. 


Sub-Committee C of the Third Committee on General Commercial Provisions 
(Articles 32 to 39 (33 to 39}) 


9. The amendments introduced by the Sub-Committee include: 


) In Article 33 [34], the insertion of a statement recognizing that 
dumping is to be condemned if it causes or threatens material 
injury to an established industry in a Member country or 
materially retards the establishment of a domestic industry 

(ii) The insertion of an additional interpretative note on para- 
graph 3 of Article 34 [35] allowing Members to continue in 
certain circumstances existing systems of applying ad valorem 
rates of duty on the basis of fixes values; 

(iii) The addition of a new paragraph to Article 35 [36] giving 
recognition to the principle that tariff descriptions based on 
distinctive regional or geographical names should not be used 
in such a manner as to discriminate against products of Member 
coxzntries; and 

iv) The deletion of Article 39 on Boycotts. 


10. In the course of discussion in second reading, Committee III 
established two Working Parties, whose Reports! were approved by 
Committee III at the thirty-first and thitty-fourh meetings; the first 
involved the insertion of an interpretative note on paragraph 9 [6] of 
Article 32 [33] and the second introduced an extension of the Note on 
paragraph 3 of Article 34 [35] mentioned under (ii) above. Also the 
Committee agreed to the deletion of a paragraph inserted by the Sub- 
Committee in Article 32 [33] which provided that transportation 
charges on traffic in transit were not to be considered as falling within 
the purview of that Article, and added instead an interpretative note 
to paragraphs 3, g4and 5 explaining that the wodr “charges” in the English 
text is not to bedeemed to include transportation charges. 

11. Atthe thirty-sixth meeting, the Committee added a paragraph to 
Article 33 [34] dealing with systems for the stabilization of domestic 
prices which result at times in the sale of products for export at prices 
lower than the comparable prices charged for the like products to buyers 
in domestic markets. The paragraph thus added to Article 33 [34] is 
similar to a paragraph in the corresponding Article of the General 
Agreement on Tariffs and Trade. 


Sub-Committee D of the Third Committee on Special Provisions 
(Articles 40, 41 and 43 [40, 4% and 45)). 


12. Only slight changes in the texts of Articles 40 and 41 were 
introduced by the Sub-Committee. In Article 43 [45], two new excep- 


1 E/CONF.2/C.3/41 and E/CONF.2/C.3/48 
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ns to the provisions of Chapter IV were inserted, namely, for measures 
essary to the enforcement of laws and regulations relating to public 
fety (a) (ii), and for measures taken in pursuance of inter-governmental 
reements relating to the conservation of fisheries resources, etc., (a) (x). 


13. During the second reading by Committee III, two Working 
ties were established; their Reports! were approved at the 
rtv-fourth and thirty-fifth meetings. The former introduced an 
iment of the interpretative note to Article 40, dealing with the 
\-discriminatory aspect of emergency action on imports of particular 
jucts, while the latter provided that situations developing from the 
filment by a Member of its obligations under Article 3 or 9 might 
stitute an “ unforeseen development ” for the purpose of Article 40. 


14. The Committee also considered and approved the proposal of the 

resentatives of Argentina, Ecuador, Guatemala and Uruguay to add 
interpretative note to Article 41 on the obligations of Members to 
ply information on regulations for the protection of human, animal 
plant life or health. 


Sub-Committee E of the Third Committee on Quantitative Restrictions 
(Articles 20 and 22 

15. The Sub-Committee established nine Working Parties to con- 
ler in detail the proposals contained in the Annotated Agenda. In its 
port to Committee III, the Sub-Committee recommended a few 
unges in the text of the Articles and the addition of several inter- 
retative notes explaining and clarifying certain passages of the text 
16. In Article 20, the Sub-Committee inserted two sub-paragraphs. 
he first (paragraph (3) (a@)) provides that import restrictions on agricul- 
iral or fisheries products, applied in connection with the enforcement of 
vernmental measures of control on domestic production or marketing, 
all be applied only so long as those measures are in force and shall not 
perate in such a way as to prevent imports in quantities sufficient to 
itisfy demand for current consumption during times of the year when 
lomestic supplies are not available. The second (paragraph (3)(d) ) 
equires that notice in writing of an intention to introduce import 
estrictions on agricultural or fisheries products shall be given to the 
'rganization and to Members having a substantial interest in supplying 
products concerned with a view to the holding of prior consultations. 


17. In Article 22, a sub-paragraph was inserted providing that 
the Organization may release delete Members from the obligation of giving 
ublic notice of the total quantity or value of quotas when the interests 
f the Member concerned would be prejudiced by reason of the fact that 
1 large part of the imports of the products affected are supplied by 
non-Members. 


Sub-Committee F of the Third Committee on 
Restrictions to Safeguard Balance of Payments (Articles 21, 23 and 24). 
18. The main change introduced by the Sub-Committee in Article 21 
was the insertion of a paragraph stating that it is primarily the 
responsibility of each Member to safeguard its external financial position 
und to achieve and maintain stable equilibrium in its balance of pay- 
ments, that the Organization should promote consultations and action 


1 E/CONF.2/C.3/49 and E/CONF.2/C.3/52 
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should be those which will expand rather than contract internation 
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the purpose of correcting maladjustments in the balance of payment 


+} 
i 


mmitt 


( TT 


¢ 


/ 


t the methods employed by Members to restore equilibriu 


[his new paragraph and the other changes proposed by the Sut 
ee in Article 21 were adopted by Committee III. 


[he revision of Article 23 proved the most difficult part of tl 


nmittee’s work [The Working Party on this Article hel 
gs regularly from 17 January until 15 March and eventual 


» recommend a substantially new text It was evident, how 
it the revised provisions governing the exceptions to the rule « 
rimination might not meet the needs of all Members during t} 
transitional years which still lie ahead, and therefore the pri 
the original Geneva draft were retained in an Annex. It ha 





uid down that a Member which, before 1 July 1948, provisionall 


1e principles of paragraph 1 of Article 23 of the Geneva text 

ure of the Protocol of Provisional Application to the Genera 

riffs and Trade, may elect, prior to the end of 1948 
} 


he transitional period under the provisions of tl 


\rticle 23 itself defines the exceptions to the rule of nor 


ation permissible during the post-war transitional period 


é l 1] li 

ire defined by reference to the Articles of Agreement of the 
ional Monetary Fund. The discriminatory measures, includings 
ns thereof, permitted under paragraph 1 of Article 23 may be 
by a Member during the transitional period without the prior 


il of the Organization. After the termination of the transitiona 


i¢ 


measures and whi 


the Member concerned was not eli 
ions under Article 21 but was liable to suffer damage fron 
ions imposed by other Members under that Article 


yr a Member provision is made for limited departures from the rule 
liscrimination with the prior approval of the Organization. 


lication in respect of individual 


he title of Article 24 was altered to read “ Relationship with the 
onal Monetary Fund and Exchange Arrangements”. A 


r change was made in paragraph 2 while other changes were made 
graphs 6 and 8 (formerly g) of the Article. 


B to read “ Quantitative Restrictions and Related Exchange 
[his was approved by the Committee. 


Committee G of the Third Committee on the Swiss Proposal 
(Proposed New Article in Section B 


[he Sub-Committee based its enquiries on the assumptior 


rs were discussed by the Sub-Committee as possibly justifying 


1 


tances requiring special comsideration. 


1 


[he Sub-Committee fommd that the solution proposed by the 
tion of Switzerland would constitute too great a weakening of the 
iples of the Charter. However, in view of the recognition of the 
nsideration required to be given to the case of Switzerland, the 


+ 


[he Sub-Committee recommended a change in the title of 


1 


gible to impose quantitative 


1 


A variety 


y 


e no single factor was judged to be sufficient 
elf to justify special treatment the Sub-Committee agreed that 
imber of factors when taken together might represent a combination of 


a 
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rlum 
vnal Committee recommended that the Conference should direct the 
mut erim Commission to invite the Swiss Government *o participate in a 
idy of the problems facing the Swiss economy with a view to submitting 
t} e first Conference of the Organization a report as to the measures 
1e] lealing with the Swiss problem which could be taken in accordan 
a 1 the procedures established in the Charter. 
25. The Committee approved this recommendation 
e ( 
tl 
rll Sub-Committee H of the Third Committee on Subsidies 
ha Articles 25 to 29 [25 to 28 
me; 2¢ \ large part of the work of the Sub-Committee was performed 
we 1 Working Party which held ten meetings. The main changes 
42 n C are in Articles 27 and 28. The new paragraph 5 (replacing 
} igraph 3 of the Geneva text) of Article 27 now permits Members 
= nsider their interests seriously prejudiced, to apply or maintain 
rt subsidies on primary commodities, without prior approval by the 
inization where Chapter VI procedure has failed or does not promise 
d eed or where an inter-governmental agreement is not an appro 
al te solution. Paragraph 4 of Article 27 is a new provision prohibiting 
l¢ Vember from granting a new subsidy or increasing an existing subsid\ 
if ffecting the export of a primary commodity, during a Commodity 
re nference dealing with that commodity, unless the Organization 
. 27. In the light of the relaxation of the provisions of Article 27, tl 
guards contained in Article 28 have been strengthened. In ] 
ir, provision has been made, where consultation fails, for the Organiza 
e to make determinations as to what constitutes an equitable share of 
\ rid trade in the commodity concerned for the subsidizing country 
Members are required to conform to such determinations and factors 
specified to which, amongst others, the Organization shall have 


irticular regard when making determinations. Under the new text 
{Article 28 applies to all subsidies affecting the exports of primary 
mmodities 


Sub-Committee ] of the Third Committee on State Trading 


(Articles 30 and 31 [29 to 32 


28. Articles 30 [29] and 31 were not substantially altered by the 
Sub-Committee but two new Articles were introduced Article 30A 

titled “ Marketing Organizations ” provides that marketing board 

ymmissions or similar organizations established or maintained by 


Members shall be subject to the provisions of paragraph i 
Article 30 [29] with respect to their purchases and sales and shall be 
ibject to the other relevant provisions of the Charter with res 


their regulations governing the operations of private enterpris« 





29. The second new Article [32] introduced by the Sub-Committee 
entitled “ Liquidation of Non-commercial Stocks This provide 
iat any Member deciding to liquidate stocks of a primary commodit 
umulated for non-commercial purposes shall give four mont} 

ice either publicly or to the Organization and shall, upon requ 
ynsult with other Members as to the best means of avoiding substantial 


— +} 


injury to the economic interests of producers and consumers of the 
ommodities concerned. 
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30. Committee III referred Article 32 to a Working Party whos 
R eport 1 was approved at the forty-first meeting on 23 February, invol 
ving a few modifications in the text of the Article. 


REPORT OF JOINT SUB-COMMITTEE OF THE SECOND 
AND THIRD COMMITTEES ON 
ARTICLES 16 AND 42 [16, 42, 43 and 44] ? 


rt. Committees II and III at their eleventh and seventeenth 
meetings, respectively, appointed a Joint Sub-Committee with the 
following terms of reference: 


[o consider and submit recommendations to both Committees 
egarding Articles 15, 16 (2) and (3) and 42 and the relevant proposals 
and amendments submitted in relation thereto with a view to finding 
a solution of the question of new —— arrangements, including 
those for purposes of economic development and reconstruction, and 
of the maintenance of e xisting | preferences as an exception from the 
most-favoured-nation clause.” 


2. The Joint Sub-Committee consisted of representatives of 
the following delegations: Argentina, Belgium, Brazil, Canada, 
Chile, El Salvador, France, Haiti, Iran, Poland, Sweden, Syria, 
lurkey, United Kingdom, United States and Venezuela. Mr. Stig 
SAHLIN (Sweden) was elected Chairman. At the eleventh meeting, 
Mr. Jean Royer (France) was elected in the place of Mr. Sahlin 
who had returned to Sweden. 


3. The Sub-Committee examined the amendments proposed 
to Article 15 (Preferential Arrangements for Economic Develop- 
ment), Article 16 (General Most-favoured-national Treatment) and 
Article 42 (Territorial Application of Chapter [V [42], Frontier 
[raffic [43] and Customs Unions [44]) and at its tenth meeting 
appointed a Working Party consisting of representatives of 
Belgium, Chile, France, Syria, United Kingdom, United States and 
Venezuela. This Working Party held twenty-nine meetings, unc<: 
the Chairmanship of Mr. Royer. The present Report is confined 
to a record of the work of the Sub-Committee on Articles 16 and 
42 |16, 42, 43 and 44] and to the Sub-Committee’s recommenda- 
tions on these Articles. 


| E/CONF.2/C.3/64 


2 E/CONF.2/C.3/78. The report of this Sub-Committee relating to Article 15 


appears with the report of the Second Committee. 
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Article 16 — General Most-favoured-naticn Treatment. 


ragraph I. 

4. The Sub-Committee considered the proposal of the dele- 
tion of Chile to add the words “ with the exception of the arran 
ments contemplated in Article 15” at the end of the first para- 
) ph. The Sub-Committee decided not to accept this amendment 
i the delegations of Chile and Syria reserved their position 

ling the decision of the Contracting Parties to the General 
reement on the final text of Article I of the General Agreement.? 


h 
innexes relating to Paragraph 2. 
le P 
The Sub-Committee recommended the addition of four 
w Annexes in order that certain preferences existing on 10 April 
- 447 may qualify for exception to the provisions of para- 
y raph 1. Of these new Annexes one relates to Portuguese territories 
; nd the other three, to neighbouring countries in South and 
1 : aid : 
; Central America. There are a few consequential amendments in 


ther Annexes and in paragraph 2 of Article 16. Also, additions 


ere recommended in Annexes A and B at the request of the dele 
itions of Pakistan and France respectively. 


6. In connection with Annex F (E in the Geneva draf 
legate of Peru enquired whether it was meant to include prefer- 
ces granted by Chile to Peru as well as those granted by Peru to 

Chile. Members of the Sub-Committee replied in the affirmative 
and at the request of Peru it was agreed that this interpretation of 
the Annexes relating to paragraph 2 (e) of Article 16 (Paragraph 2 
1) of the Geneva draft), should be included in the Sub-Committes 


Rep rt. 


Paragraph 2 (c). 


7. The Sub-Committee decided not to recommend the deletion 
] tion of P 


of this sub-paragraph as proposed by the delegatior 


8. The Sub-Committee considered the proposal of the D 
nican Republic to delete this sub-paragraph or alternatively to 
provide that the preferences between the United States and Cuba 
shall not operate to the detriment of products of the Dominican 
Republic, which products should receive unconditionnally the 
same advantages as like products of Cuba. Subsequently, the 


1 The reservation of Chile was withdrawn at the final Plenary Meeting of the 
Conference. 
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] 
alternative proposal: 


That under Article 16 of the Charter the Dominican Republ 
and Haiti, or one or other of them, on the one hand, and the United 
States of America on the other be permitted to grant reciprocal 
preferences similar in nature and duration to those now in force 
between the United States and Cuba, dealt with in paragraph 2 (( 

f Article 16.” 
9. The delegate of the United States informed the Sub- 
Committee that there was no possibility of his Government accepting 
he conditions proposed by the Dominican Republic and therefore 
the Sub-Committee was unable to make any recommendation in 
this connection. 


[he Sub-Committee also considered the proposal of the 
ition of Haiti that this sub-paragraph should be extended t 
lude preferences between the United States and other countries 
the Caribbean area. During the discussions of the Sub-Com- 
mittee the delegate of Haiti stated that his delegation was prepared 
) support the proposal of the Dominican Republic and would 
tistied with that solution, but since the Sub-Committee decided 
» recommend the amendment proposed he wished to reserve 
the position of his delegation on Article 16 as a whole, pending the 
final text of Article 15.! 


S Marino and Vatican City 


11. The Sub-Committee discussed with the delegate of Italy 


latter's proposal to except the special regime existing between 
Republic of Italy and the Republic of San Marino and the State 
Vatican City from the provisions of paragraph 1 of Article 16. 
Sub-Committee was of the opinion that the special arrange- 
existing between Italy and these two territories were not 


mtr 


itrary to the Charter and offered to record this opinion in. its 
port to Committee III. The delegate of Italy withdrew his 
posal on the understanding that this opinion would be included 


he Report 
Other Proposals on Article 16 
12. The Sub-Committee examined the amendments proposed 


‘the delegations of Ecuador, Bolivia, Lebanon and Syria, Turkey, 


Egypt, Afghanistan, Burma, Argentina and Czechoslovakia and 


When this Report was approved by Committee III, the delegate of the 
Dominican Republic also reserved his position, but at the final Plenary Meeting 
of the Conference, the reservation of Haiti was withdrawn 


delegation of the Dominican Republic put forward the following 
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vhilst unable to accept them felt that their substance was covered, 
whole or in part, by the revised text of Article 15 as drafted by 
the Working Party and as eventually recommended by the Co- 
dinating Committee and the Heads of Delegations. 
13. The Turkish delegation, however, expressed the desire to 
cuss their amendment again in Committee III, so as to make 
.eir attitude clear on this problem and to submit an alternative 
posal. 


14. The Brazilian reservation on Article 16 was provisionally 
1 


iintained 
Article 42 [42, 43 and 44| — Ternitorial Application 
of Chapter IY’. 


Frontier Traffic — Customs Unions. 


15. The text of this Article was redrafted on the basis of 
proposals by the French delegation, the main change being to extend 
to free-trade areas the provisions relating to customs unions, as 

quested by the delegations of Lebanon and Syria. This subject 
was considered to be of sufficient importance to require its sepa 
ration from the other matters dealt with in Article 42, and accord- 
ngly the Sub-Committee recommended a separate Article devoted 
exclusively to customs unions and free-trade areas. 

16. The new text thus contains three Articles: Article 42, 
dealing with territorial application; Article 42A [43], dealing with 
frontier traffic; and Article 42B [44], dealing with customs unions 
and free-trade areas. 


irticle 42 — Territorial Application. 


17. The Sub-Committee recommended that paragraph 1 of 
Article 42 of the Geneva draft, which defines the territorial appli- 
cation of Chapter IV, and the first part of paragraph 4, which 
contains a definition of “customs territory”, should comprise a 
separate Article and be amended as shown in the revised text. 
The Sub-Committee considered the question of moving the defi- 
nition of “customs territory ” to some other part of the Charter 
in view of the fact that this term appears also in Articles 68 [71 
97 [102] and 99 [104], and decided to recommend to Committee VI 
that it should consider whether this definition applies to other 





1 When this Report was approved by Committee III, the reservation of Brazil 


was not maintained, but Bolivia, Ecuador and Iraq recorded 


reservations 


4 QRRS O “4 pt. 4 
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Articles of the Charter and if so whether it should be removed 
a more suitable place. 

18. The delegations of the United Kingdom and the Unit: 
States expressed some doubt about the substitution of “sul 
stantially all” for the words “a substantial part of ” in the new 


7 


paragraph 2 and reserved their position pending discussion i 
Committee III. A Working Party was subsequently set up b 
the Committee which recommended returning to the words 


ibstantial part of ”, which was approved by the Committee. 


irticle 42 A [43 Frontier Traffic. 

Che proposal of the delegation of Argentina to delete th: 
words “in order to facilitate frontier traffic ” from paragraph 2 (a 
of Article 42 [43] was not adopted by the Sub-Committee, which 
was of the opinion that provisions for arrangements to facilitate 
frontier traffic should be retained and should comprise a separate 


Article. Accordingly, the text recommended for Article 42 A [43} 
reproduced without changing the words used in the Geneva 
irait 


0. The proposal of the delegation of Italy, requesting an 
exception to the most-favoured-nation clause for a special regime 
between Italy and the Free Territory of Tneste, was subsequently 
altered to refer only to advantages accorded to trade with Tneste 
by contiguous countries. The Sub-Committee decided it could 
accept the modified proposal on condition that trade advantages 
us accorded were not contrary to the terms of the Italian Peace 
[reaty. Accordingly a new provision was inserted in Article 42 A 
and the Sub-Committee suggested that the Central Drafting 
Committee should consider whether the title should be altered. 
[he delegation of Czechoslovakia (not a member of the Sub-Com- 
mittee) joined in the discussion of this item and requested that its 


reservation be recorded. } 


Article 42 B [44)| — Customs Unions and Free Trade Areas. 

21. The first paragraph of Article 42 B [44] is new. It states 
that the general purpose of a customs union or free-trade area 
should be to facilitate trade between the participating parties and 
not to create new obstacles to the trade of these parties with other 


Members of the Organization. 


‘ When the Report was adopted by Committee III, this reservation was 
withdrawn 
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22. The second paragraph, providing for the establishment of 
istoms unions, is based upon paragraph 2 (5) of Article 42 of the 
eva draft, but there was added to it a new provision covering 
establishment of free-trade areas. An amendment proposed 
the United Kingdom was incorporated, and it was felt that the 
w text of the Article largely covered an amendment proposed by 


23. The Sub-Committee could not reach a unanimous decision 
the question whether the provisions of this paragraph should 
should not apply to customs unions and free-trade areas of 
ch one or more parties are not Members of the Organizatior 
majority favoured the insertion of the words “as between the 
rritories of Members” in the second line of the preamble to 

iragraph 2 but the delegations of Argentina, Chile and Venezuela 
ed that their reservations be recorded, and the delegate of 
ia said that he was not at that time able to give the decision 

f his delegation.t It was the view of the members who supported 

insertion of these words, that this Article, including the new 
uragraph 6 mentioned below, would not prevent the formation 

{ customs unions and free-trade areas of which one or more parties 

vere non-Members but would give the Organization an essential 
gree of control. The delegate of Chile stated that this question 

iould be settled in connection with Article 93 {g8) and that in his 
pinion the recommendation of the Sub-Committee should not be 
emed to prejudge the decision on Article 93 [98 


24. The Sub-Committee recommended that the words 
average level of the duties ” be replaced by “ general incidence of 
the duties” in paragraph 2 (a) of the new Article. It was the 
ntention of the Sub-Committee that this phrase should not require 
mathematical average of customs duties but should permit 
greater flexibility so that the volume of trade may be taken into 


25. The third paragraph is based on paragraph 3 of the Geneva 
lraft. It defines the powers of the Organization in respect of 
nterim agreements for the establishment of customs unions and 
free-trade areas. The Sub-Committee was unable to accept the 
proposal of Argentina in regard to sub-paragraph (a) of the Geneva 
text. The substance of a proposal by the delegation of Italy was 


1 When the Report was adopted by Committce III, the delegation of Peru 
ilso recorded a reservation. At the final Plenary Meeting the reservation of 
Venezuela was withdrawn. 
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led in the revised sub-paragraph (a In regard to sult 


} } 


ragraphs (b) and (c) it was felt that the revised text went som: 


meet the views of Argentina, Chile and Italy. 


In paragraph 4 of the new Article the definition of 


inion, which was contained in the second sentence 


igraph 4 of the Geneva draft, was amended and a definition of 


rade area Was ad 


led. This describes a free-trade area as 
of two or more customs territories within which tariffs 
pt, where necessary, those permitted under Section B of 
[V and under Article 43 [45] are eliminated on substantially 

le between the constituent territories in products origi- 
1 


such territorie 


A fifth paragraph was added to cover the problems which 
in cases where there were preferential rates of duty in 
tween a country entering a customs union or a free-trade 
untry remaining outside And a sixth paragrapl 


I 
{ to provide that the Organization may, by a two-thirds 


a 
ipprove proposals which do not fully comply with the requi- 


ead to the establishment 


Article provided that they 
toms union or a free-trade area in the sense of the Article 
the understanding of the Sub-Committee that this new 
h 6 will enable the Organization to approve the establish- 


customs unions and free-trade areas which include non- 


[he proposal by Iraq to add a new paragraph regarding 


mic relations between members of the Arab League was not 


it was felt that the revised texts of Articles 15 and 42 [44 


int raised by the 


amendment. These texts are also 


to a large extent a proposal by Argentina. 


REPORT OF SUB-COMMITTEE A 


THIRD COMMITTEE ON ARTICLES 16,17, rk8 AND 10? 
Sub-Committee A was appointed at the ninth meeting of 
hird Committee, 12 December, to examine the proposals 
nendments relating to Articles 16 and 17 (other than those 

paragraphs 2 and 3 (4} of Article 16 which were referred 


Report was adopted by Committee III, Australia and New Zealand 


pOs 4 and § 
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the Joint Sub-Committee of the Second and Third Committees 
th a view to reaching agreement on a text to be recommended 
the Third Committee. At the thirteenth meeting of the Thir 
mmittee, 17 December, it was also agreed to refer the ame 
nts on Articles 18 and 19 to Sub-Committee A. 
2. The Sub-Committee consisted of representative of the 
lowing delegations: Australia, Brazil, China, Colombia, Cuba, 
enmark, France, Mexico, Netherlands, New Zealand, Peru 
rkey, United Kingdom, United States and Uruguay. Che 
zate of Norway replaced the delegate of Denmark when 
les 18 and Ig were under discussion. The Sub-Committee 
1 the benefit of consultation with representatives of the following 
legations, not members of the Sub-Committee: Argentina, 
ylon, Chile, Czechoslovakia, Ecuador, Ireland, the Philippines, 
weden, Syria and Venezuela, and with a representative of the 

rnational Monetary Fund. A considerable number of observer 
‘ularly attended the Sub-Committee meetings. 

,. Dr. G. A. LAMSVELT (Netherlands) was elected Chairman. 
[he Sub-Committee held thirty eight meetings. Four Working 
Parties were established which drafted revised texts of the note to 
\nnex A of Article 16 and of Articles 17, 18 and 149, respectively, 
ind a drafting group was named which produced the new para- 
‘raph 4 [5| of Article 16. 


Article 16. — General Most-Favoured-Nation Treatment. 


innexes A and D and Paragraph 4 ([5). 


4. The note to Annex A was redrafted with respect to the 


imposition of a margin of tariff preference to replace the prefe 

rential quantitative arrangements described therein, and the 

reference to the imposition of a margin of tariff preference to 

replace a margin of preference in an internal tax existing on 

10 April 1947 exclusively between two or more of the territories 

listed was deleted, as well as the entire note to Annex D 

: In lieu of the provisions deleted, a new paragraph 4 [5} was 
added to Article 16 which also provides that any such margin 

tariff preference shall be subject to the provisions of Article 17 

5. The Danish proposals to amend the note to Annex A with 

respect to the imposition of a margin of tariff preference to replace 

the existing quantitative arrangements, and the Cuban proposal 

to amend the notes to Annexes A and D with respect to a margin 

of tariff preference to replace a margin of preference in an internal 
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met by these changes. The Cuban delegation according 


ation recorded in the Geneva draft. 


} 
\s a const juential cl 


ling paragraph 5 (0) of Article 23 by changing the wor 
t tions set forth therein” to read “ pendit 
? +? 


negotiations referred to therein ” 


r Brazilian delegation maintained provisionally it 
tion OF paragraph § (6 


of Article 23 which appears 
nection with Article 23 and wit 


<3 
\ rhe Peruvian delegation reserved its position 01 
iragraphs 2, 3 [4] and 4 [5] of Article 16 and on the 
retative note to Article 16, pending final settlement « 


he Uruguayan delegation reserved its position o1 
x A pertaining to Art 


D and Sub-paragrapbh 2 (c) bts f2 (d 


gestion of the delegate of the Philippines, it 
delete from Annex D the reference to the Republic 


pines and to insert in paragraph 2 a new sub-paragraph 


the preferential arrangements in force between the 


States of America and the Republic of the Philippines. 
t \ Paragrapl 

proposal to add to paragraph 1 of Article 16 a 
effect that tariff descriptions based on distinctive 
r geographical names should not be used in such a manner 
riminate against products of Member countries was 
Sub-Committee C by the Third Committee. Sub- 
ee C recommended the inclusion in Article 35 [36] of a 


w paragraph along these lines unless its substance were added 


Sub-Committee A considered both Sub-Committee 


umendation and the suggestion of the Chairman of the 
1 Committee, 1.é 


that an even broader provision be included 
Article 16, 


but decided not to recommend any such addition on 
uunds that it might have the effect of limiting the scope of 


most-favoured-nation clause. The Third Committee sub- 


ntly requested Sub-Committee A to incorporate the pro- 


Report was adopted by Committee III, the reservation of Brazil 
Peru were not maintained 


but that ofUruguay was maintained in respect of 
ex A 


hange, the Sub-Committee recommend 


rticle 16 and on sub-paragraph 5 (0) of 


—_ 
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ion recommended by Sub-Committee C in Article 16, and a new 
ragraph was accordingly added." 


erpretative Note. 

ro. The Sub-Committee recommended as an inter 
to Article 16 the note to paragraph 3 of Article I of the 

eral Agreement on Tanffs and Trade which includes the int 

tative note to Article 16 appearing in the Geneva draft 


irticle 17. Reduction of Tariffs and Elimination 
of Preferences. 
yagraph 1 


Most of the amendments proposed to paragraph 1 of the 
neva draft, whether relating to the principl id d 
sentence or to the rules for negotiations, were either met bi 
withdrawn in view of the revised text which specified in greater 
tail the rules for negotiations, without altering the principles 
addition to the amendments referred to the Sub-Committee 
gestions submitted by Australia, Colombia, France, Mexico 
United Kingdom and the United States were taken int 


ration in revising the text. 


12. The Argentine, Mexican and Uruguayan proposals re- 


ting to the initiation of and the participants in negotiations wer« 


ibstantially covered by redrafting the first part of paragraph 1 


e Argentine amendment to the effect that negotiations should 
directed to the “progressive” rather than “substantial ’ 
luction of tariffs received no support, and the Mexican amend 
ent also relating to the purpose of negotiations, was withdrawn 
view of the incorporation of more detailed rules for negotiations. 
13. The proposal by the delegation of the Philippines to modify 
phrase “elimination of preferences ” by the word “ gradual 


is withdrawn in view of the provisions of new paragraph 2 (a4 


Paragraph 2 (formerly included in paragraph 1). 
14. The Mexican proposals to insert additional rules for 
negotiations were net to a considerable extent by the revised text 


particularly new paragraphs 2 (a) and (¢ The Mexican delegate 


accepted the revised text and did not press those amendments 


which were not specifically adopted. 


1 Subsequently Committe III transferred this new paragraph to Article [36 
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15. The Peruvian and Colombian amendments relating to the 
effects of currency devaluation on tariffs were withdrawn because 


a) prior to negotiations, a Member would be free to increase the 
pecific duty on any unbound item since Article 17 does not 
provide for a general binding of all items; 


subsequent to negotiations, should a Member's currency be 
levalued consistently with the Articles of Agreement of thx 
International Monetary Fund by more than twenty pet 
cent, the General Agreement (Article II, 6 (a)) permits the 

idjustment of specific duties to take account of such 
levaluation, subject to certain safeguards; 


in interpretative note was recommended to sub-paragraph 2 
1) (x (6) of the Geneva Draft), stating that the effects of 
currency devaluation would be a matter for consideration 


117 
Aut 


ing negotiations 


16 The Sub-Committee considered, and the Turkish delegate 


igreed, that this interpretation would also cover the Turkish 
lelegation’s proposed amendment to Article 14. 


New Sub-Paragraph 2 (a). 


T- 


[t was the Sub-Committee’s understanding that the words 
indertake not to raise it (7.e., a tariff duty) above a specified 
higher level ” merely mean that in certain cases it might be advah- 
geous to any Member to obtain a tariff binding, even though at 
a higher level, and that the provisions of sub-paragraph 2 (a) are 
therefore not inconsistent with the aims of paragraph I, 1.e¢., the 
ubstantial reduction of tariffs and elimination of preferences. 
18. It was considered necessary to describe the “ basis ” for 
negotiations by the word “selective” as well as by the term 
product-by-product ”, in order to make it clear that negotiations 
would not proceed on a product-by-product basis with respect to 
all products, but rather on the basis of lists of requests and offers 


of concessions on products in which there was mutual interest. 


Sub-Paragraph 2 (6). 


19. Former sub-paragraph 1 (c) of the Geneva draft was 
expanded to assure that concessions incorporated in the General 
Agreement on Tariffs and Trade which were previously provided 


for in bilateral agreements would be considered as concessions 
under Article 17 in the same way as concessions already granted 











lé 
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original contracting parties to the General Agreement for 
hich compensation could be asked. 


Sub-Paragraph 2 (e). 


20. The Cuban amendment relating to pmor international 
nmitments as subsequently amended by the Sub-Committee 
incorporated in the text as sub-paragraph 2 (e) of the 
vana Charter. The interpretative note to paragraph 1 of the 
reneva draft was accordingly deleted. In connection with this 
paragraph, the Sub-Committee considered that, since all 
ements concluded under this Article are to be on a reciprocal 
1 mutually advantageous basis, the phrase “ carry out nego- 
itions ’ appearing in paragraph I of this Article does not mean that 
reements must invariably result from negotiations which have 
en initiated. 


D 


Paragraphs 2 and 4 (in part, r and 2 of the Geneva draft) 

21. The Ceylonese, Chilean, Colombian, Mexican and Peruvian 
mendments, proposing that account be taken by Members during 
negotiations and by the Organization in making determinations 
under new paragraph 4 of the needs of countries in special categories, 
particularly underdeveloped and ward-amaged countries, and of the 
revenue aspect of Members’ tariffs, were met by the addition of 


sub-paragraph 2 (a) and (b) and by the addition of language in 
paragraph 4 (formerly 2) with respect to the criteria which should 
be taken into account by the Organization in determining whether 


a Member had failed to fulfil its obligations under Article 17. The 
Sub-Committee concluded that it would be impracticable and 
unwise to attempt to set out in the Charter itself detailed descrip- 

: tions of all the specific criteria necessary to cover all possible future 
situations. Accordingly, it was agreed that the Organization should 
be instructed, broadly, to have regard to “all relevant circum- 
stances ’ 


22. The specific language recommended by the Sub-Committee 
was “all relevant circumstances, including the developmental and 
other needs and the general fiscal structures of the Member coun- 
tries concerned and the provisions of the Charter as a whole.” It 
was not felt necessary to refer specifically to the balance of reci- 
procal concessions offered by the countries concerned, and the 
probable effect or value of these concessions, since it was obvious 
that these elements would comprise the very foundation of any 
case before the Organization which would inevitably take them 
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into account. With regard to the suggestion that language should 
included recognizing the need of countries to maintain reasonable 
iff protection, it was felt that (@) in general it is implicit 

\rticle 17 that reasonable tariff protection is consistent with the 
rinciples of the Charter, and (b) the needs of underdeveloped 
intries in this respect are recognized in paragraph tI of Article 13 

1 would be given further specific recognition by the inclusior 

f the reference to “developmental needs” in Article 17. Thi 
ins that the Organization, in assessing the total value of the 
ions which a Member may be willing to grant to another 
Member, shall take into account the needs resulting from the 
erent general conditions prevailing in different Member countri 
respect to their ability to maintain or develop their industries 

was understood that the term “ developmental and other needs 

ild cover, inter alia, a Member’s need for reconstruction. 


The Chilean delegate withdrew his proposal to add 
lance of payments” and “ monetary reserves ” as criteria t 
taken into account by the Organization on the grounds that 
e subjects were more relevant to Articles 21, 23 and 24. 
24. The amendments proposed by Haiti and El Salvador to 
effect that Members should be released from the obligation to 
negotiate because of their economic development and revenue needs 
were met in part by the addition to paragraph 4 of the phrase 
general fiscal structures of the Member countries 
concerned 


Faragrapn 3 (I \a of the Geneva draft). 


25. The substance of the United States amendment was 
adopted as the first and second sentences of this paragraph. The 
third sentence of the paragraph was added to cover the substance 
of the Norwegian amendment and the interpretative note to 
Article 17 of the Geneva text relating to existing bilateral agree- 
ments. The Interpretative Note shown in the Geneva text was 
accordingly deleted, and the Cuban delegation withdrew its 
reservation. 


26. Asregards any difficulties which might arise from a possible 
conflict between the provisions of the Charter and the general 
provisions of the General Agreement on Tariffs and Trade, the Sub- 
Committee was of the opinion that the best method of eliminating 


such difficulties would be for fhe Governments which signed the 
Final Act adopted at the conclusion of the Second Session of the 
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uid eparatory Committee of the United Nations Conference on Trade 
ble | Employment to hold a meeting before the signing of the Final 


of the Havana Conference in order to agree with respect to 
‘he supersession of the general provisions of the General Agreement 
the corresponding provisions of the Charter. Members of the 
“3 ference would then be in a position to know the provisions of 


final text of the General Agreement on Tariffs and Trade, 


a rred to in paragraph 3, prior to signing the Final Act in Havana. 
he desirability of amending the unanimity requirement with 


pect to agreement on the terms of accession to the General 
eement might also be considered at such a meeting. 


27. The Mexican delegate did not press his amendment relating 


g 

the revision of negotiated agreements in view of the revised text 
iragraph 3 (1 (d) of the Geneva draft) and the Sub-Committee’s 

nion expressed above. 

d 

( ? ‘ , ~ , 
wagraphs 4 and 5 (2 and 3 of the Geneva draft). 

t 


28. There was no substantial support in the Sub-Committee 
the Peruvian proposal that the Tariff Committee should be 
an investigatory and recommendatory body and that the 
ecutive Board rather than the Tariff Committee should have 
power to make determinations under paragraph 4. No agree 
ent was reached as to whether the decisions of the Tariff Com 
ttee should be final or whether an appeal from its decisions should 
provided for, although there was considerable support for pro- 
ling some appeal procedure. At the time the present Report was 
ibmitted the Uruguayan proposal to delete paragraph 2 of the 
neva text was still pending. The Sub-Committee had made no 
inge in paragraph 5 (paragraph 3 of the Geneva text) and the 
ruguayan and Peruvian proposals to delete this paragraph were 
ing held in abeyance. The Sub-Committee indicated that it 
light wish to make further recommendations to the Third Com- 
nittee when the Report of the Tripartite Working Party of Sub- 
Committee A of the Third Committee, Sub-Committee D of the 
Sixth Committee and the Joint Sub-Committee of the Second and 
[Third Committees, which was considering matters relating both 
to the Tariff Committee and the proposed Economic Development 
Committee, was available. 
29. The Cuban delegation proposed inserting in the thirteenth 
line of new paragraph 4 of Article 17 the words and/or the provi- 
sions of the General Agreement on Tariffs and Trrde”. Ti 
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amendment would enable the Organization to waive the require- 
ments of Article II of the G.A.T.T., as well as of Article 16 of th 
Charter, in order to authorize contracting parties to withhold 
benefits embodied in the G.A.T.T. from another contracting part) 
with whom they had not completed negotiations, if it were determ 
ined that the latter contracting party had failed to fulfil its obliga 
tions under paragraph 1 of Article 17. The Cuban proposal 
although originally referred to the Joint Working Party of Sut 
Committee A of Committee III and Sub-Committee D of Com 
mittee VI, was being studied by the Tripartite Working Party 
referred to above. The Cuban delegation reserved its position on 
paragraph 4 of Article 17 pending the outcome of the consideration 
of this amendment, and the final decision which the Contracting 
would take in respect of the amendment to Article II of th 
suggested by the Tripartite Working Party. The Cuban 
» stated, on instructions from his delegation, that this was 
a reservation on the whole position of the Cuban delegation with 


regard to the acceptance of the Charter by its Government.! 


x6) [The Mexican and Peruvian delegations each reserved 


provisionally its position on paragraph 5 of Article 17.! 


Ceneral 


I [he Sub-Committee considered in principle, at the request 
of Sub-Committee H of the Third Committee, paragraph 1 of 
Article 27 as proposed by brazil as follows: 


No Member shall grant, directly or indirectly, any 
ubsidy on the domestic production of any commodity, in 
respect of which the tariff has been reduced or bound by neg 
tiation pursuant to Article 17.” 


32. A majority of the Sub-Committee considered that, in view 
of the provisions of Section C of Chapter IV, it was not necessary 
to write into the Charter the proposed Brazilian amendment, either 


in its onginal form or as revised during the Sub-Committee’s 


discussion, whereas a minority of the Sub-Committee supported 


the principle contained in the Brazilian amendment. Sub-Com- 
mittee H was advised accordingly. 


33. The Brazilian delegation reserved its position on Article 17 


1 See note to paragraph 35 below. 
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ing the report of the Joint Sub-Committee of the Second and 


1 Committees. 
4. The delegate of Venezuela withdrew his amendment whicl 
ld have permitted the adjustment of customs duties to 


elimination of an internal tax, 


u 
in view of the 


> 
)- 


mpensate for the 
on to Article 18 of new paragraph 


and the 


. The Danish, Norwegian United Kingdom delega 
ach reserved provisionally its position with re spect to the 


t interpretative note relating to the whole of Article 17 


National Treatment on Internal Taxation 


Article 18. — 
and Regulation 


differs considerably in form 
| red substantially 


snangea 
tr of the Geneva 


s 


In only 


6. The recommended text 


va text but has been « 


[he second sentence of paragrapl 
ich aftord 


L 


Gene 
pect. 

vided that existing internal taxes wh 
or substitutable products in 


protection 
which 


rectly competitive cases In 
e was no substantial domestic production of the like ] 
be maintained, subject to negotiation for their elimination o1 
manner provided for in Article 17. The 
recommended their outright elimination. Meml 
of course, be free to convert the prot | 
into The new forn 
irer than did the 
roods should not be 
been relegated to 
for Members to ascertain t} 


luction in the 
mmuttee 


uld, 
customs duties. 
Geneva text the intent 
used as a means of 
nterpretative n 

precise scope of their « 


inder the Article. 
"OUT rese at r n the 


The Norwegian delegation withdrew its reservation o1 
Geneva draft, but maintains 


ay 
»/° 
and 9 


of Article 18 recorded in the 


on new paragraphs 


1 } 
whole 


provisionally a reservation 


See note to paragraph 35 below 
and that of Brazil r 
adopte 


+} 
tne 


2 These reservations 
iintained when the 
a reservation 
negotiations relat 
pending 


Report was 
vever, recorded on 


idvantageous ’ to cover 
and Mexico on paragraph 3, 
question 


natters, 

the Gene ral Agreement on the of supe 
served their position on paragraph 4 but this was withdrawn at the final I 

Meeting 

’ This reservation was withdrawn when the Report was adopted by 


mittee III. 
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Paragraphs 1 (new), 2 (formerly 1) and 3 (new). 


38. The Sub-Committee considered the Argentine (insofar 
as it related to local taxes for revenue purposes), Colombian, Irish 
and Uruguyan amendments to paragraph 1 of the Geneva text t« 
have been covered insofar as feasible by the revised text and by the 
interpretative note to paragraph I relating to paragraph 3 of 
Article 99 {104}. 

39. The Sub-Committee considered that charges imposed in 
connection with the international transfer of payments for imports 
xports, particularly the charges imposed by countries employing 
m iltit le currency practices, where such charges are imposed not 

istently with the Articles of Agreement of the International 
etary Fund, would not be covered by Article 18. On the other 
ind, in the unlikely case of a multiple currency practice which 
takes the form of an internal tax or charge, such as an excise tax 
on an imported product not applied on the like domestic product, 
that practice would be precluded by Article 18. It may be pointed 


Oi 


ut that the possible existence of charges on the transfer of pay- 


Mor 


ments insofar as these are permitted by the International Monetary 
Fund is clearly recognized by Article 16. 


40) 
4 


The Sub-Committee agreed that a general tax, imposed 

revenue purposes, uniformly applicable to a considerable 
number of products, which conformed to the requirements of the 
first sentence of paragraph 2 would not be considered to be 
inconsistent with the second sentence. 


i; 


41. It was agreed further that a tax applying at a uniform 
rate to a considerable number of products was to be regarded as a 
tax of the kind referred to in the preceding paragraph and in the 
parenthesis in the interpretative note to Article 17, notwithstanding 
the fact that the legislation under which the tax was imposed also 
provided for other rates of tax applying to other products. 

42. The delegations of Chile, Lebanon, and Syria inquired 
whether certain charges imposed by their countries on imported 
products would be considered as internal taxes under Article 18. 
[he Sub-Committee, while not attempting to give a general defini- 
tion of internal taxes, considered that the particular charges referred 
to are import duties and not internal taxes because according to 
the information supplied by the countries concerned (a) they are 
collected at the time of, and as a condition to, the entry of the goods 
into the importing country, and (6) they apply exclusively to 
imported products without being related in any way to similar 
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arges collected internally on like domestic products. The fact 
it these charges are described as internal taxes in the laws of the 
nporting country would not in itself have the effect of giving them 
» status of internal taxes under the Charter. 


43. The delegation of Chile, not a member of the Sub- 
mmittee, maintained provisionally its reservation recorded in 
Geneva text. The Sub-Committee considered that the 
Lebanese and Syrian amendment was covered in view of the revised 
xt and of the Sub-Committee’s understanding set forth above. 
ihe Chinese delegation withdrew its amendment and its reservation 
corded in the Geneva draft in view of the revised text. 

44. The Peruvian delegate withdrew his amendment in view 

the Sub-Committee’s interpretation that neither income taxes 

r import duties fall within the scope of Article 18 which is 

ncerned solely with internal taxes on goods. 

45. The Costa Rican proposal was not accepted on the grounds 
that 11 was not necessary. 

46. The Norwegian proposal, which would have exempted 
from the provisions of Article 18 domestic price stabilization arran- 
gements involving subsidies and internal taxes on imported pro- 
ljucts for the purpose of preventing or modifying inflationary or 
leflationary pressures, received no substantial support, although 
the Sub-Committee was in sympathy with the objectives the 
Norwegian delegation had in mind in proposing this amendment. 

47. The Brazilian delegation reserved its position on para- 
graphs I, 2 and 3 of the Havana text for the time being. 


48. The Cuban delegation maintained provisionally its reser- 
vation recorded in the Geneva text.’ 


Paragraph 4 (2 of the Geneva draft). 

49. The Norwegian delegation had proposed to insert a new 
paragraph in Article 18 to make sure that the provisions of this 
Article would not apply to laws, regulations and requirements 
which have the purpose of standardizing domestic products in 
order to improve the quality or to reduce costs of production, or 
have the purpose of facilitating an improved organization of internal 


1 See note to paragraph 48 below 

* The Cuban reservation was withdrawn ct the final Plenary Meeting while those 
of Chile (paragraph 43) and Brazil (paragraph 47) were not maintained in Com- 
mittee III. Argentina, on the other hand, subsequently recorded a reservation 


on paragraph 3. 
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industry, provided that they have no harmful effect on the expa 
sion of international trade. The Sub-Committee was of the opinion 





that this amendment would not be necessary because the Artick 
as drafted would permit the use of internal regulations required t 
enforce standards. In accordance with this opinion the Ny 


wegian delegation withdrew its amendment. 


50. The Sub-Committee inserted the word “internal” t 
make it clear that the phrase “ differential transportation charges 


es not refer to international shipping 


SI Since paragraph 4 relates solely to the question of diff 


| 
| 
| 


tial treatment between imported and domestic goods, t} 
sion of the last sentence in that paragraph should not 
erstood to give sanction to the use of artificial measures in the 
rm of differential transport charges designed to divert traf 
om one port to another. 
52. The Cuban proposal to delete the word “ transportation 
in the first sentence of this paragraph and to delete the second sen 


tence received no support. 


53 [The Mexican delegate withdrew his amendment which he 
regarded as adequately covered elsewhere in the Charter. 


Paragraph 5 (3 of the Geneva draft). 


54 [The Sub-Committee was in agreement that under th 
provisions of Article 18 regulations and taxes would be permitted 


which, while perhaps having the effect of assisting the productio1 j 
of a particular domestic product (say, butter) are directed as much 


+ +} 


against the domestic production of another product (say, domesti 
oleomargarine) of which there was a substantial domestic produc 


tion as they are against imports (say, imported oleomargarine 





55. The Mexican proposal to delete paragraph 3 of the Geneva 
draft was withdrawn in view of the revised text. 


56. The first proposal made by the delegation of Ceylon, not 
a member of the Sub-Committee, was considered to have been 
covered by the revised draft of this paragraph and its second pro- 
posal was withdrawn. 


57. The Chilean delegation, not a member of the Sub- 
Committee, maintained provisionally its reservation to paragraph 3 
of the Geneva draft.} 


1 This reservation was withdrawn in Committee III 
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Paragraph 6 (4 of the Geneva drajt). 


58. The exception permitting the continuance of existing 
mixing regulations has been redrafted as suggested by the dele- 
ration of Sweden so as to bring out more clearly that a Member 
would be free to alter the details of an existing regulation provided 
that such alterations do not result in changing the overall effect 

the regulation to the detriment of imports. 


sO The delegate of Ireland inquired whether the phrase 
hall not be modified to the detriment of imports ” would permit 


unges in the amounts or proportions of a product required 


to be 
ixed under an existing regulation in Ireland, which changes are 
ie result of changes in crops from year to year. The Sub 
mmittee decided that since the regulation in question clearly 
ntemplates such changes, the changes would not be preclude 
iragraph 6 and the Irish delegate withdrew his amendment. 
60 [The Mexican and the Argentine amendments were met 
by the addition of the date of the signing of the Final Act of the 
nited Nations Conference on Trade and Employment 
61. Another Argentine proposal, except insofar as it related 
local taxes for revenue purposes, and the Brazilian proposal 
eived no support. 
62. The amendment submitted by the delegation of Ceylon 
received no substantial support and the Ceylonese delegation reser 
ed its position on this paragraph. 
63. The New Zealand delegation withdrew its reservation to 
paragraph 4 (b) of the Geneva draft. 
64. The Brazilian delegation reserved provisionally its position 


n this paragraph. 


Paragraph 7 (new). 
65. The Norwegian delegation reserved provisionally its 
position on this paragraph. 


Paragraph 8 (5 of the Geneva drajt). 
Sub-Paragraph (a). 


66. The Chinese delegation withdrew its amendment and its 
reservation recorded in the Geneva draft in view of the revised 
text of this sub-paragraph. 


1 See note to paragraph 70 below 


QRR8 O 54 t. 4 5 


4 
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67. Ceylon and Mexico accepted the new text and withdrew 
their proposal to delete paragraph 5 of the Geneva draft. 


68. The Argentine amendment received no support. 


Sub-Paragraph (6). 


69. This sub-paragraph was redrafted in order to make it 
clear that nothing in Article 18 could be construed to sanction the 
exemption of domestic products from internal taxes imposed on 
like imported products or the remission of such taxes. At the 
same time the Sub-Committee recorded its view that nothing in 
this sub-paragraph or elsewhere in Article 18 would override the 
provisions of Section C of Chapter IV. 


Paragraph 9 (new). 


70. The Sub-Committee was in agreement that the addition 
to this paragraph proposed by Australia was unnecessary because 
the words “to the fullest practicable extent ” in the recommended 
text had the same intent as the words “having due regard for 
the legitimate purposes of a particular price control measure and 
the legitimate interests of the prejudicially affected Member or 
Members” which Australia proposed adding at the end of the 
paragraph. The Australian delegate accepted this view. 

71. The Norwegian and United Kingdom delegations each 
reserved provisionally its position on this paragraph." 


Recommended Consequential Changes. 


72. Ifthe proposed new paragraph 7 of Article 18 were adopted, 
paragraph 5 of Article 22 would have to be amended by the deletion 
of the words “and to any internal regulation or requirements under 


paragraph 2 of Article 18 ”. 


73. The Sub-Committee recommended that paragraph 2 of 
Article 30 [29] be amended, (a) to bring it in line with the wording 
of paragraph 8 (a) of Article 18 so as to avoid difficulties of inter- 
pretation, and () to extend the “fair and equitable treatment ” 
rule established in paragraph 2 of Article 30 [29] with respect to 
imports for governmental purposes excepted from the provisions 
of paragraph 1 of Article 30 [29] to the laws, regulations and 
requirements relating to procurement for governmental purposes 
referred to in paragraph 8 (a) of Article 18. 

1 These reservations, and that of Norway mentioned in paragraph 65, were 
withdrawn in Committee III. 
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74. The delegate of Ecuador stated that imports into Ecuador 
f tobacco and spirits by the state monopolies are subject to import 
luty and, in addition, to an internal tax levied at the time of sale 
which does not apply to the domestic products. He inquired 
vhether the maintenance of this tax would be contrary to the 
visions of Article 18. It was the view of the Sub-Committee 
it if the tax were treated as a negotiable monopoly margin 
ider Article 31 (t.e. an “import duty ” in the sense of paragraphs 2, 
ind 4 of Article 31), it would not fall within the scope of Article 18. 
Sub-Committee considered that this would be accomplish« 
notifying the Organization that the charge concerned is 
nopoly margin for “import duty” in the sense of Article 31 
hich is subject to the provisions of Article 31. It might als 
lesirable to change the legal designation of the charge so a 


1 + 


fer to it as a monopoly margin rather than an internal tax 
75. In connection with the opinion expressed above, the Sul 
mmittee recommended the following interpretative note to 
\rticle $I: 
[he term ‘ maximum import duty ’ would cover the m 


margin which has been negotiated or which has been published 


notified to the Organization, whether or not collected at tI 
as an ordinary customs duty.” 


76. The delegation of Ecuador reserved its position on Articl 
18 pending the Third Committee’s consideration of this recommen 
lation.} 


Article 19. — Special Provisions relating to 
Cinematograph Films 


77. The Sub-Committee recommended the omission of sub- 
paragraph 4 (a) of the Geneva draft of Article 18, which specifically 
excepted any internal quantitative regulation relating to cine- 
matograph films and meeting the requirements of Article 19 from 
the provisions of paragraph 3 [5] of Article 18, and the introduction 
it the beginning of Article 19 of the words “ The provisions of 

ticle 18 shall not prevent any Member from establishing or 
maintaining internal quantitative regulations..... " so that all special 
provisions relating to cinematograph films will be contained in 
\rticle 19. No substantive change was made in this Article 

78. The delegate of Czechoslovakia reaffirmed the views 
expressed by the head of his delegation in Committee III to the 


1 


} 


This reservation was withdrawn in Committee III, but the delegation of 
Switzerland reserved its position on the whole of Article 18 
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effect that cinematograph films should be explicity excluded from 
the competence of the ITO on the grounds that films, being works 
of art, are not just simple commercial commodities or industria! 
products. However, if the majority of the Conference favoured 
the retention of Article 19 his delegation would no longer press it 
objections 


79. The delegate of Norway fundamentally agreed with the 
view expressed by the Czechoslovakian delegation. However, a: 
this view had not been sufficiently supported, he did not reserve 


his position. 


So The Argentine delegate withdrew his amendment in 
view of the Sub-Committee’'s interpretation that the date fixed 
in sub-paragraph (c) clearly relates only to discriminatory measures 
as between foreign films, not as between domestic and foreign 


films 


REPORT OF SUB-COMMITTEE B OF THE 
THIRD COMMITTEE ON PROPOSED NEW ARTICLE 18A! 


1. Sub-Committee B was established at the eleventh meeting 
of the Third Committee, held on 16 December 1947, for the purpose 
of studying, and making recommendations regarding the Norwegian 


proposal for a new Article 18A as follows: 


[he products of any Member country exported to any other 
Member country shall not be subject to any measure imposed by 
either the exporting or the importing country requiring such exports 
to be financed, shipped or insured by enterprisés of any prescribed 
nationality.” 


2. Delegates of Argentina, France, Greece, India, Norway, the 
Union of South Africa, United Kingdom and Venezuela were 
appointed members of the Sub-Committee. 

3. At the first meeting Dr. J. E. HoLttoway (Union of South 
Africa) was unanimously elected Chairman of the Sub-Committee 
which held five meetings. 

4. The Sub-Committee discussed fully and in great detail the 
Norwegian proposal as well as an alternative proposal submitted 
by the United Kingdom delegation. 


1 E/CONF.2/C. 3/76 
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from 5. It also had the benefit of hearing the views of representatives 
rorke Australia, Brazil, Ireland, New Zealand, Sweden and Switzerland. 
strial 6. Before the deliberations of the Sub-Committee were con- 
ured ided, the International Maritime Conference met in Geneva and 
ss it iecided upon the establishment of the Inter-Governmental Maritime 
irganization the functions of which cover the purpose of the 
. the posed Article 18A as well as of Chapter V insofar as it relates 
r. a to shipping. 
serve 7. In view of this the Sub-Committee arrived at the opinion 
in order to avoid an overlapping of functions and a possible 
t is nflict of activities between the two organizations it would be 
axed visable not to deal with questions of shipping in the Havana 
ures arter 
elgn 8. Accordingly, the Sub-Committee agreed to recommend to 
mmittee III: 
a) that Article 18A should not be inserted in the Havana 
Charter, the countries having made and supported the 
proposal not insisting upon its insertion, and 
[SA b) to recommend to Committee IV that shipping be excluded 
from the provisions of Chapter V by adding to Article 50 
ting 53] a new paragraph as follows: 
pose “5. The provisions of this Chapter shall not apply to 
gian shipping. ” 
g. The representative of Venezuela reserved the position of 
ther is delegation on the decision of the Sub-Committee.! 
1 by 
orts 
ibed 
REPORT OF SUB-COMMITTEE C OF THE 
then THIRD COMMITTEE ON ARTICLES 32-39 (33-39)? 
vere se ia 5 , ' 
1. In its fifteenth meeting, Committee III appointed Sub- 
Committee C to deal with Section E of Chapter IV of the Geneva 
uth draft 
ttee . , 
2. The following terms of reference were given to the Sub- 
yg Committee by Committee III: 
the 


(a) To consider all proposed amendments to Section E of Chapter IV 
ted as contained in document E/CONF.2/C.3/10 together with 
suggestions made during the discussions of Committee III and 


1 This reservation was not maintained in Committee III. 
4 E/CONF.2/C.3/38 
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any other amendments that may be presented during the work 
of the Sub-Committee; and 


5) to recommend texts of Articles 32-39 which would reconcile the 
various points of view expressed. 


;. The representatives of the following countries were elected 
members of the Sub-Committee: Afghanistan, Argentina, Australia 
Canada, Cuba, France, Lebanon, Mexico, Netherlands, Norway, 
Pakistan, Portugal, United Kingdom, United States and Uruguay. 
After the first two meetings the representative of Norway renounced 
his membership on the Sub-Committee and the representative of 
the Union of South Africa was elected. The Sub-Committee 
unanimously elected at its first meeting Mr. C. E. Morton (Aus 
tralia) as its Chairman. 


4. A number of representatives of delegations who were not 
members of the Sub-Committee attended as observers and in many 
cases took part in the discussions on particular amendments for 
which they were primarily responsible or in which they had special 
interest. A representative of the International Monetary Fund 
and a representative of the Statistical Office of the United Nations 
also participated in the work of the Sub-Committee. The Sub- 
Committee held nineteen meetings. 


5. The Sub-Committee apppointed the following Working 
Parties to deal with special points which emerged during the dis- 


cussions: 


Working Party I — composed of the representatives of Australia, 
Brazil, Cuba, Lebanon, Netherlands, United Kingdom and 
United States, to consider Article 33 [34]. 


Working Party II — composed of the representatives of France, 
United Kingdom, United States and Uruguay, to consider para- 
graph 3 of Article 34 [35]. 

Working Party III — composed of the representatives of Australia, 
Haiti, Lebanon, Peru, United Kingdom and the United States, to 
consider paragraph 1 of Article 35 [36]. 

Working Party IV — composed of the representatives of Afgha- 
nistan, Australia, France, Lebanon, Pakistan, United Kingdom 
and the United States to consider an amendment calling for 


studies directed towards improvement of transport facilities for 
traffic in transit. 


Working Party V — composed of the representatives of Australia, 
Cuba, France, United Kingdom and the United States to consider 
an amendment concerning the usage of regional and geographical 
names for purposes of tariff classification. 

Working Party VI — composed of the representatives of Australia, 
Norway, United Kingdom, United States and of the Statistical 
Office of the United Nations, to consider a redraft of Arti- 
cle 30 [39]. 
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These Working Parties, together with several Drafting Groups 
hich were concerned with the improvement of the text of several 
rticles, greatly facilitated the work of the Sub-Committee; their 
mprehensive reports proved an excellent help towards speeding 
} the progress of the discussions. 


6. The Sub-Committee was aware of the decision of the 
eneral Committee of the Conference to eliminate whenever possible 
interpretative notes appended to the Geneva draft. The 
ib-Committee could not fail to recognize, however, the special 
iracter of the articles of Section E of Chapter IV in regard to 
ich many specific provisions of an administrative and/or pro- 
lural nature, rather than principles of commercial policy, 
ruired recognition. It was therefore considered desirable to 
tain certain interpretative notes as such in a number of cases 
here the content of the note could not readily be incorporated in 
text of the article without rendering the text unduly cumber- 
me. Asa result of discussions and recommendations of Working 
urties certain additional notes were presented for acceptance by 
mmittee III, although certain Notes appearing to the Geneva 
text were deleted. The Sub-Committee -did not consider the 
1estion of the manner in which the interpretative notes should 
appended to the Charter. 


Article 32 (33). — Freedom of Transit. 


7. The delegate of Chile withdrew its reservation to this 
\rticle as recorded in the Geneva Report. 
8. The proposal of Argentina that the phrase “ and also vessels 


nd other means of transport ” be deleted from lines 1 and 2 of 
paragraph 1 found no support in the Sub-Committee. 


9. To meet the proposal of Afghanistan a note to paragraph 1 
was appended in order to clarify the “in transit ” status of goods 
vhich were assembled, or disassembled, or reassembled in the 


transit country solely for convenience of transport. 


10. At the suggestion of the representative of Chile (not a 
member of the Sub-Committee) the Sub-Committee agreed to state 
n its report that a movement between two points in the same 
ountry passing through another country was clearly “ in transit ” 
through the other country within the meaning of paragraph 1 





1 When the Report was adopted by Committee III, the delegation of Argentina 
reserved its position on paragraph 1 
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11. The proposal of the representative of Argentina to delete 
paragraph 2 received no support in the Sub-Committee. 


12. The proposal of the representative of Chile that a note be 
appended to paragraph 2 to the effect that this Article does not 
preclude agreements between neighbouring countries for the regu- 
lation of transit in respect of their own trade was not approved 
because such agreement are clearly permissible under the terms 
of the Article if they do not prejudice the interests of other Members 
in violation of the most-favoured-nation provisions of the Charter, 
and if they do not limit freedom of transit for other Members. The 
representative of Chile reserved his position’. 


13. At the suggestion of the representative of the Netherlands 
ind on the recommendation of a Working Party, the Sub-Committee 
ipproved the deletion of the Note appended to paragraph 5 of the 
Geneva draft. It was agreed that a new paragraph should be 
.dded to the Article stating that transportation charges on traffic 
in transit did not come within the purview of Article 32 [33], 
but were subject to the provisions of paragraph 2 of Article 13 of 
the Geneva Draft. This would require the deletion of the words 
‘for transportation or those ” from the third line from the end of 
paragraph 3 of Article 32 [33]. Any subsequent amendment of 
substance in Article 18 might necessitate a revision of the text of 
this paragraph. 


14. The proposal of the representative of France to delete the 
provision in paragraph 6 [7] that requirements of “ direct consign- 
ment ” should be limited to those existing on the day of signature 
of the Charter and requisite to eligibility for entry at preferential 
rates of duty, or related to the Member’s system of valuation for 
luty purposes did not receive any support in the Sub-Committee. 
A further proposal of the representative of France for the conti- 
nuance of a Member’s requirement of “direct consignment ” for 
exemption from surtaxes likewise received no support. 


15. The proposal of Afgnanistan (originally made with refe- 
rence to Article 35 [36]) was regarded as appropriate for adoption 
with some modification, but was considered to be more pertinent 
to Article 32 [33]. On the recommendation of a Working Party 
the Sub-Committee approved the inclusion in Article 32 [33] of a 
new paragraph which specifically authorizes the Organization to 
make studies and recommendations and promote international 


1 See note to paragraph 18 below. 
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eement concerning measures designed to further the broad 
bjectives of the freedom-of-transit provisions of the Charter, and 
under which Members agree to co-operate with each other directly 
| through the Organization to this end. 
16. Although there was no doubt that the general functions of 
Organization as set forth in Article 69 {72} are sufficiently 
id to authorize the action contemplated by the new paragraph, 
Sub-Committee felt, in view of the great importance of this 
itter to many countmes, particularly to those countries which 
ve no access to the sea, that it was desirable to make specific 
ovision for the matter, as had been done with regard to other 
itters of outstanding importance in other articles of the Charter 


17. While the implementation of the provisions of this paragraph 
ist be left to the Organization and to the Members directly 
ncerned, it is the Sub-Committee’s understanding that these pro- 
visions would afford a specific basis for studies and recommenda 

ms by the Organization, and for one Member to seek the co 
yperation of another, concerning measures to facilitate “ traffic in 
transit” generally, and with regard to special arrangements for 
transit to and from countries which do not have access to the sea. 
[he Sub-Committee believes that, in the case of such countries, 
pecial arrangements regarding transport, loading and unloading, 
torage and warehousing et cetera may be necessary to enable such 
uuntries fully to participate in and promote the expansion of 
international trade envisaged by the Charter. 

18. The representative of Chile reserved his position with 

regard to the text of the new paragraph 6.! 


| Article 33 [34]. — Antit-dumping and Countervatling Duties. 


19. This Article and the proposals to amend its content deve- 
loped considerable discussion in the Sub-Committee as a result of 
a wide divergency of views amongst Members as to the requisite 
means to afford protection agains dumping. 


}20. At one end of the range of views certain countries believed 
that the primary object of the Article should be to restrict abuses and 
evasion of commitments by Members under the guise of measures 
against dumping or subsidization. At the opposite end, other 
countries proposed that the Article should be expanded to include 
a condemnation of dumping and to cover forms of dumping other 


1 This reservation was maintained by the Chilean delegation in Committee III, 
but that recorded in paragraph 12 above was withdrawn 








S50 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 
—— 74 — 


than the injurious sale of merchandise for export at less than its 
normal value; it was sought to include in the Charter an express 
authorization for any Member to combat all forms of dumping and 
subsidization by any measures the Member should see fit to adopt. 


21. The various proposals were thoroughly discussed and 
statements by representatives of countries not members of the Sub- 
Committee were taken into account. All proposals and suggestions 
were referred to a Working Party whose first report led to further 
discussion in the Sub-Committee with a view to arriving at a 
compromise. The matter was then referred to an enlarged 
Working Party for further consideration. 


9? 


22. The Working Party finally produced a compromise text 
which was approved by all Members of the Sub-Committee except 
the representative of Argentina who reserved his position. The 
representative of Czechoslovakia, whose delegation was not repre- 
ented on the Sub-Committee, indicated that he was not fully 
satisfied with the compromise achieved. It was, however, the 
reneral view of the Sub-Committee that the point of chief concern 
to Czechoslovakia and some other countries (7. e. adequate means for 
dealing with abuses by a Member unnecessarily levying anti- 
dumping or countervailing duties) was adequately covered by the 
general provisions of the Charter, particularly by Articles 41 and 


OG Q2}. 


> 


23. The Article as agreed to by the Sub-Committee condemns 
injurious “ price dumping ” as defined therein and does not relate 
to other types of dumping. 


24. The Sub-Committee desired it to be understood that, 
where the word “industry ” is used in the Article, it includes such 
activities as agriculture, forestry, mining, etc., as welle as manu- 
facturing 


25. The Sub-Committee agreed to the deletion of paragraph 6 
of the Geneva Draft which expressly prohibited the use of measures 
other than anti-dumping or countervailing duties against dumping 
or subsidization. It did so with the definite understanding that 
measures other than compensatory anti-dumping or countervailing 
duties may not be applied to counteract dumping or subsidization 
except in so far as such other measures are permitted under other 
provisions of the Charter. 


26. The Interpretative Note to paragraph I was revised to 
clarify the basis for calculating the “ margin of dumping ” in cases 
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within its purview and to conform in certain other respects to the 
rresponding Note in the General Agreement on Tariffs and 
rade. 

27. It was agreed that a new interpretative note should be 
xppended to paragraph 2 to answer any doubt that a Member 
ould require security for the “payment of anti-dumping or 
ountervailing duty pending final determination of the facts in 

ses of suspected dumping or subsidization ” 


28. The final sentence of paragraph 5 of the Geneva text 
paragraph 6 of the proposed text) which contains a reference to 

mditions prescribed in Article 27 ”’, would require review should 

ubstantial change be made at this Conference in the “ conditions ” 
id down in paragraph 1 of Article 27 of the Geneva text in relation 
to systems for the stabilization of primary products. 


Article 34 [35]. — Valuation for Customs Purposes 


29. The Sub-Committee found very little to change in this 
Article. It agreed that it would not be feasible now or in the rea- 
sonably near future to fix a specific time limit for compliance with 
paragraph 2, and that the expression “at the earliest practicable 
date ” sufficiently and correctly expresses the time for compliance 
[t was of the opinion further that the Note to paragraph 2 of the 
Geneva draft was unnecessary and should be ommitted. 


30. To meet the purpose of an amendment proposed by 
Argentina it was agreed that words should be inserted in para- 
graph 2 to make it clear that a Member need respond to a request 
for a review of its customs valuation procedures only if such request 
is made by another Member directly affected by such procedures. 


31. During the discussions of the proposals of Uruguay and 
Chile it was revealed that in certain countries it had been the 
practice to apply ad valorem tariffs to established values of goods 
which remain fixed for various periods of time. It was agreed 
that, in such cases, the ad valorem rates are, in practical result, 
the equivalent of specific duties so long as the established values 
of goods are not changed. It was agreed that a note recognizing 
this fact should be appended to paragraph 3. However, it was 
agreed (the representative of Chile, non-member of the Sub- 
Committee reserving his position)’ that it would not, and should 
not be compatible with the letter or spirit of the Article to accept 


1 This reservation was withdrawn at the final Plenary Meeting. 











SIZ STOCKPILING STRATEGI( AND CRITICAL MATERIALS 
70 


the principle of variable schedules of “ fixed values ” for products 


nhiect 


t to ad valorem ~ates of duty. 
The 
Uruguay and it was agreed that the first paragraph of the Note 


paragraph 3 of the 


) 


Sub-Committee adopted the substance of a proposal 
t Geneva draft should be amended so as t 


provide expressly for the presumption that contract prices may 


ryr 7 
presel 


t the basis for establishing “actual values” in the case of 
vernment contracts in respect of primary products. 

[he proposal of the delegation of Argentina that para 
rapl 


ph 5 be deleted found no support in the Sub-Committee.' 
Sub-Committee agreed to accept the substance of the proposal 


+ 
i 


Uruguay, and an interpretative note was appended to para 
‘raph 5 stating that if compliance with that paragraph would 
result in decreases in amounts of duty payable, the Member con 
cerned was allowed a reasonable time to obtain adjustment of any 
international agreement which bound the rates of duty 


}. In order to obviate any misunderstanding of the concept 
of paragraph 5, sub-paragraph (d) of that paragraph in the Geneva 
draft was set up as a special paragraph [6] 
irticle 35 [36 Formalities Connected with Importation 
and Exportation. 


= [he discussion of amendments proposed by Argentina 
[urkey and Peru revealed that the intended scope of this Article 


was not clearly indicated in the Geneva draft. Particular diffi 


ulty was occasioned by a distinction observed in the Spanist 
translation of certain types of governmental 


accordingly 


charges. It was 
agreed that paragraph 1 should be revised and care 
hould be taken in the translation to show definitively that this 


\rticle relates to all payments of any character required by a 
Mamboer on or i 
yi i VIL UI 


in connection with importation or exportation, other 
than import and export duties, and other than taxes within the 
iew of Article 18 of the Geneva draft. 


6. The representative of Haiti (not member of the Sub 


ommittee), who appeared as an observer, stated that the resultant 
in the Article did not meet the purpose of his proposal and 


e therefore reserved his position 


nanos 


[he representative of Chile, likewise present as an observer 
ilso reserved his position. 


When the Report was adopted by Committee III, the delegation of Argentina 
sition on paragraph 5 


































In this connection the Sub-Committee was of the unar 


- pinion that, althought this Article established the princip! 
fees and charges of the types therein covered should 
ent any taxation on imports or exports for fiscal or 
rte e purposes, adequate provision was made in other part f 
t irter for the raising of revenue by means of duties on import 
1) xports or by non-discriminatory internal taxes collect 
of rts at the time of importation 
». At the suggestion of the representative of Argentina it 
4 greed that paragraph 2 should be amended to show clearly 
1 Member need respond to a request to undertake the review 
al laws and regulations only if such request is made by another 
4 fember directly affected 
' [The Sub-Committee adopted the substance of the proposal 
» delegation of Uruguay by agreement that an express aut! 
J tion should be included in paragraph 3 [4] of the Geneva draft 
tudies and recommendations by the Organization 1n relat 
\T 


istoms requirements in respect of advertising matter and sam 
for use only in taking orders for merchandi 

At the joint instance of the representatives ol Peru 
ver of the Sub-Committee) and the International M 
it was agreed that the Interpretative Note to this Articl 
ild be amended by replacing the words “ with the approval of 


International Monetary Fund” by the words “ not inconsi 


with the Articles of Agreement of the International Monet 
{ l,”’ since the express approval of the Fund wa t req 


ill cases covered by the Note. 
12. In view of the retention of this Note the representative 
f Brazil (not member of the Sub-Committee) withdre 


m4 
< 
> 
— 
f 
= 
j 


vation concerning certain charges imposed on the internation 
transfer of payments. 


43. The proposal of Cuba to add to paragraph 1 of Article 16 
f the Geneva draft a reference to tariff discriminations resulting 
from the use of distinctive regional or geographical names in tariff 
lescriptions was referred by Committee III to Sub-Committee ( 


\lthough some Members of the Sub-Committee felt that this matter 
was appropriate for Article 16, there was a general agreement that 


} 


the principle of the Cuban proposal should be expressed 


urticle of Chapter IV of the Charter. It was agreed that the prin 


in some 


ciple should be stated provisionally in a new paragraph at the end 
of Article 35 [36]. 
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44. At the request of the Chairman of Committee III the 
matter was accordingly referred to Committee III to be considered 
by that Committee in the light of any views which might be obtained 
later from Sub-Committee A of Committee III on the inclusion of 
some similar provision in Article 16. Although the new paragraph 
is limited to discrimination effected through the use of distinctive 
regional or geographical names, the Sub-Committee recognize 
that discrimination against the products of Member countries by 
tariff descriptions can occur other than by the use of distinctive 
regional or geographical names. It was not considered practical! 
at this time either to list all the discriminatory practices or to 
formulate a general provision covering them. The matter is 
undoubtedly one which the Organization will study under the 
authority provided for elsewhere in the Charter. The Sub-Com- 
mittee desired however, to make it clear that the presence in the 
Charter of a provision directed against the use of distinctive regional 
or gerographical names in such a manner as to result in discrimi 
nation against the products of Member countries, is in no sense to 
be understood as implying that other discirminatory practices in 
tariff descriptions are thereby authorized. 


45. The Sub-Committee agreed that the order of the para- 
graphs of Article 35 would be more systematic if paragraph 5 of 
the Geneva Draft were made paragraph 3 of the Article since it 
relates only to the matters covered by paragraphs 1 and 2.1 


Article 36 [37]. — Marks of Origin. 


46. There were only two suggested amendments to this 
Article. The delegation of Argentina proposed that paragraph 7 
be deleted, and the delegation of Chile (not member of the Sub- 
Committee) proposed that paragraph 7 be amended to include an 
express statement to the effect that consumers would not be misled 
as to the true origin of products bearing certain types of names if 
the name of the country of actual origin were to appear legibly 
on the label affixed to the product. Neither of these proposals 
received any support and the Sub-Committee accordingly recom- 
mended that the Geneva draft of Article 36 be adopted without 
change. 

47. The representative of Argentina reserved the position of 
his Government. 


1 In Committee III reservations were recorded by Bolivia on the whole Article, 
by Haiti on paragraph 1, 2 and 3, and by Chile on paragraph 1; the last named was 
withdrawn at the final Plenary Meeting. 
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he 48. Asa result of the discussions on paragraph 7 which had 
d taken place in the Sub-Committee and at the request of the repre- 
d entative of Chile, it was agreed that the text of paragraph 7 should 
of not have the effect of prejudicing the present situation as regards 


certain distinctive names of products, provided always that the 

ames affixed to the products cannot misrepresent their true origin. 

[his is particularly the case when the name of the producing country 

; clearly indicated. It will rest with the governments concerned 

to proceed to a joint examination of particular cases which might 

i] arise if disputes occur as a result of the use of distinctive names of 
products which may have lost their original significance through 

S onstant use permitted by law in the country where they are used. 


49. The representative of Chile maintained his reservation on 
this Article pending consideration by his Government as to whether 
the statement by the Sub-Committee appearing immediately above 
atisfies the Chilean position on this matter. 


Article 37 [38]. — Publication and administration of 
Trade Regulations. 


50. The proposal of Argentina to delete from paragraph 3 (c 
the provision for the right of determination by the Organization 
as to whether or not a Member’s procedures for review of admi- 
nistrative action comply with Charter requirements, was not 
supported by any other Member of the Sub-Committee. 

51. The proposal of New Zealand and the United Kingdom 
to the effect that the reference to sub-paragraph (d) at the end of 
paragraph 3 (c) was erroneous and should be deleted, was adopted 
by the Sub-Committee. The substance of a proposal of Uruguay 
originally proposed to Article 34 [35] was adopted by the Sub- 
Committee with some expansion of its scope and a sentence was 
added te paragraph 3 (a) to require that suitable facilities to 
consult with the proper governmental authorities should be afforded 
to traders directly affected by any law, regulation, decision or 
ruling of a kind described in paragraph 1. 

52. At the suggestion of the representative of the United States 
it was agreed that the word “ published ” at the end of paragraph 2 
should be replaced by the expression “made public”. In the 
opinion of the Sub-Committee this would make clearer the intention 
that the term “published” did not require the prior public issue 


1 In Committee III the delegation of Argentina reserved its position on para- 
graph 3 (¢). 
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document, but that the effect could also be accor 
an othcial announcement made in the legislature of tl 
concerned 
{rticle 38 | 30 Information, Statistics 
ind Trade Terminology 
[he delegation of Norway proposed a redraft of th 
\ ind the delegations of Australia and Czechoslovak 
in this redraft 
discussions of this Article tl 
the opportunity of hearing from a represer 
Statistical Office of the United Nations particulars of 
ities which were being carried out by that Office 
f international statistics. Members of the Sul 
vere impressed by the work being undertaken by the 
‘thee with the object of providing an international 
t and avoiding duplication of demands for 
formation made on countries by various Specialized 
the United Nations [hey were also impressed wit! 
for the Organization to collaborate with the United Nation 
inter-governmental agencies, as provided in Article 84 
ensure that the statistics of external trade of Members are 
le in a form that will enable the statistical information to fit 
general pattern of international statistics. They accordingly 
idered it important that contact be established as early as pos 
tween the Organization aud the United Nations (Econom 
Social Council) with a view to suitable arrangements being made 
ration in the fields related to international statistics. 
The Sub-Commmittee agreed that the Organization has 
ation to satisfy itself that the statistical information it 
ther than that referred to in paragraph I of the Article) 
be obtained from other inter-governmental organizations 
questing such information from Members 
[he Sub-Committee considered the inter-relation of 
paragraphs 4 and 7 and agreed that paragraph 4 relates to the 
ligation of Members to give careful consideration to recommen- 
ns made to them by the Organization, while paragraph 7, 
the other hand, provides for the Organization to co-operate 
in studies and make consequent recommendations to Members. 
7. In view of the opinions expressed by the Sub-Committee 
the representative of Norway withdrew his amendment. 
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Article 39 (Geneva draft). — Boycotts. 


[he representative of the United States stated during the 
ussions that the original draft of this Article (Article 17 of the 
rested Draft Charter) was designed to preclude “ Buy National 
ls ’ measures and campaigns by Members on the ground that 


were detrimental to the expansion of international trade. 

further stated that, since there was no agreement at London or 

for any such prohibition in the Charter, and since Article 39 

Geneva draft related only ot the trade of individual coun 

and not to any matter likely to affect the total of external 

rade, this Article should be deleted in its entirety and the subject 
itter should be omitted from the Charter 


5g. There was unanimous agreement in the Sub-Committee 
it the matters covered by Article 39 of the Geneva draft were 
appropriate for inclusion in the Charter and that this Article 
uld be deleted 


: REPORT OF 
\UB-COMMITTEE D OF THE THIRD COMMITTEE ON 
: ARTICLES 40, 41 AND 43 [40, 41 AND 45}! 


f 


1. The Third Committee at its seventeenth meeting on 
22 December 1947 approved the formation of a Sub-Committee 
Section F—Special Provisions—of Chapter IV consisting of the 


esentatives of Argentina, Belgium, Colombia, Deninark 
rance, Italy, Peru, Southern Rhodesia, United Kingdom and the 


nited States of America. 
2. The terms of reference of the Sub-Committee were to con- 
ler and make recommandations upon Articles 40 to 43 of the 
Geneva text and the amendments submitted to these Articles, 
with the exception of those amendments to Article 42 which 
iffected the question of preferences and were referred to the Joint 
Sub-Committee of Committees II and III, and the Swiss proposal 
r a new provision, which was referred to Sub-Committee G of 
Committee III 
3. At its twentieth meeting on 31 December 1947, the 
[Third Committee adopted a recommendation by the Joint Sub 
Committee of Committees II and III to refer to that Sub-Committee 
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also those proposals relating to Article 42, which had been pre- 
viously referred to Sub-Committee D. 

4. The Sub-Committee held its first meeting on 29 De- 
cember 1947, and unanimously elected Mr. R. J. SHACKLE (United 
Kingdom) its Chairman. 


5. The Sub-Committee held eight meetings. Delegates for 
several countries not members of the Sub-Committee attended 
its meetings. Representatives of Afghanistan, Cuba, Netherlands 
Norway and Turkey took an active part in the disucssion on points 
of special interest to them. 


6. In the course of its work the Sub-Committee examined the 
text of Articles 40, 41 and 43 [40, 41 and 45], all outstanding 
imendments to these Articles as listed in the annotated agenda 
as well as amendments and observations subsequently submitted 
by members and recommendations received from other committees 
and sub-committees. The Sub-Committee did not examine the 
text of Article 42 which it considered to be outside its terms of 
reference, all amendments to that Article having been referred to 
another sub-committee. 


7. The Sub-Committee was able to reach unanimous agre« 
ment on most points, only a small number of decisions taken being 
subject to reservations by individual delegations. The majority 
of such reservations were concerned with matters forming part of 
larger issues or related to problems still under discussion in other 
sub-committees. 


Article 40. — Emergency Action on Imports of Particular Products. 


8. The Sub-Committee did not consider justified a proposal to 
exclude quantitative restrictions on imports of agricultural and 
fisheries products from the measures provided for in this Article. 

‘he delegation of Peru reserved its position in this matter. 


9. The Sub-Committee was unanimous in its understanding 
of this Article that action taken by Members under paragraphs 1 
(a), r (6) and 3 (6)—as distinct from paragraph 3 (a)—should not 
involve any discrimination against the trade of any Member. 
As the Geneva text might leave room for doubts on this point, it 
was felt that this intention, as interpreted by the Sub-Committee, 
should be expressly stated in the Charter. The Sub-Committee 
decided therefore to recommend that this interpretation be embo- 
died in a footnote attached to the Article and forming part of the 
Charter. The delegation of Argentina reserved its position. 
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10. The question was raised whether, in taking action under 
iragraph I of Article 40, Members would be limited to the reim- 
osition of measures which had been in effect prior to the entry 
nto force of the Charter. It was agreed that the text as drafted 
es not limit the measures which Members might take. For 
<ample, it would be possible, under this paragraph, for a Member 

impose a quantitative restriction on imports of a particular 

duct, if such a restriction were in fact necessary to prevent o1 

nedy serious injury to domestic producers in the face of increased 

rts, even though a quantitative restriction had not been 
ied prior to the adoption of the Charter. There would 

wever, have to be a relationship of cause and effect between (a 
e increase in imports resulting in injury, and (d) the obligations 

umed by Members under Chapter IV. Such a relationship 

ght exist in the following cases, among others: 
The granting of a tariff concession (either the reduction of a 


duty or the binding of a duty against increase) might lead to 
injurious imports; 


[he elimination oi a quantitative restriction existing prior to 
the adoption of the Charter might lead to injurious imports 
This might happen even though the restriction in question had 
never been actually applied but had merely been provided for 
under the laws or regulations of a Member 


[In view of the broad scope of paragraph I, as illustrated above 


amendment proposed by the delegation of Cuba was withdrawn 


11. In sub-paragraph I (a) the word “ relatively ” was inserted 
etween “such” and “increased” so as to make it clear that 
\rticle 40 could apply in cases where imports had increased rela- 
tively to domestic production, even though there might not have 


en an absolute increase in imports as compared with a previous 
ise period. 


12. The Sub-Committee was unable to accept a proposal to 
elete sub-paragraph I (6). 


The Sub-Committee shared the doubts expressed by the 


lelegation of Argentina as to the exact meaning of the wor 
critical” in paragraph 2 and recommended its substitution by 


the words “ of special urgency ” to follow after “ circumstances 


14. The delegation of Argentina recorded a reservation in 


espect of the words “the suspension of which the Organization 


loes not disapprove ” at the end of sub-paragraph 3 (a).! 


1 This reservation was not maintained in Committee III 
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Proposed New Article go A. 


15. The Sub-Committee, having given full consideration to the 
Colombian proposal for insertion of a new Article, decided that 
nternal price regulation and internal taxation were matters out 
le the scope of Section F and might properly be discussed in 
lation to Article 18. The proposal of the Working Party com- 
ed of the representatives of Colombia and the United States 


recommend that a provision dealing with certain aspects of 


T 
ry 
+ 


+} 


ese matters be included in Article 18, was therefore referred t 
Sub-Committee dealing with that Article. 


Article 41. — Consultation. 


16. It was decided to add to the measures mentioned speci 
in this Article “internal price regulations ” and “ practice 


ilations affecting the freedom of transit ”, the latter being 
to examination by the Central Drafting Committee. 


lyticle 43 [45 General Exceptions to Chapter IV 
[he numbering of paragraphs in this Article was changed 
ing it into line with all other provisions of the Charter 


lid not seem to be any reason for departing from the 
ce followed elsewhere 


n recommendation of Sub-Committee I of Com 


VI an exception was added concerning “laws and regula 


ti to public safety ”, the latter term, in the view of 
the Sub-Committee, including the concept of “ public order ” 


19. In discussing an amendment to sub-paragraph (a) (v) 
eviously I (d), of the Geneva draft, designed to exempt measures 
against so-called “ social dumping ” from the provisions of Chapter 
[V, the Sub-Committee expressed the view that this objective was 
covered for short-term purposes by paragraph 1 of Article 40 and 
for long-term purposes by Article 4 [7] in combination with Articles 
8g and go [93, 94 and 95]. 


> 
) 


2 The delegation of Anstralia maintained its reservation in 
respect of sub-paragraph (a) (vii) of paragraph 1, formerly I (g) 
of the Geneva draft, subject to the final wording of Article 94 [99}.* 


21. Upon recommendation of Committee V a further excep- 
tion was inserted for measures taken under inter-governmental 
agreements for the conservation of fisheries resources, migratory 


1 This reservation was withdrawn in Committee III. 
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irds and wild animals, as a corollary to a similar addition made to 
paragraph I of Article 67 [70]. It was thought desirable, however, 
it the Cntral Drafting Committee should examine the wording 
this provision as well as the question whether it should be 
ited separately or might be incorporated in sub-paragraph I[(A) 


f the Geneva draft. 


22. Insub-paragraph (a) (x) [ix], previously I (A) of the Geneva 
lraft, the words “terms of” were substituted for “ obligations 
ider ” since it was felt that the word ” obligation ” was liable to 
isinterpretation. It was agreed that this change should be 
ject to further examination by the Central Drafting Committee 


23. The Committee was unable to accept a proposal for deletion 
f the last part of sub-paragraph (a) (xi) of the Havana text begin- 
ing with the words “during periods”. The delegation of Argen- 
1 reserved its position on this point.! 


24. The Sub-Committee expressed the view that governmental 
,easures relating to the orderly marketing of agricultural commo- 
ities for which storage facilities in both the countries of crigin 
nd destination were insufficient, were covered in paragraph 2 (6 
f Article 20. On this understanding the proposal by the dele- 

gation of Afghanistan to add a new provision to paragraph I (a) 
was withdrawn. 


25. In sub-paragraph (0) (i), previously II (a) of the Geneva 
raft, the words “general inter-governmental” were substituted 
r the word “ multilateral”. In the view of the Sub-Committes 
the provision is intended to require Members to take guidanc: 

t from any multilateral agreement as such, but from agreements 
f a wide and general character, and the change was made so as 
to express this intention more accurately. The delegate of Argen 
tina recorded a reservation.? 

26. The Sub-Committee in considering sub-paragraphs ( 

ind (ili), formerly II (5) and (c) of the Geneva draft, agreed 

that the words “the war” were intended solely to refer to World 
War II. In the course of the discussion it appeared, however, 
that not only there might be room for a different interpretation 
but that the concept of World War II, as applied to different part 
of the world, is in itself not sufficiently precise. It was decided, 
therefore, to recommend that the Central Drafting Committee 


1 In Committee III reservations on this paragruph were recorded by the delega 
ions of Argentina, Ecuador and Uruguay 
t fA tina, E d nd [ 
2 This reservation was not maintained in Committee III 
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examine this provision with a view to removing any ambiguity 
and vagueness. 
27. A proposal to delete the proviso in sub-paragraph (0) (iii 


previously II (c) of the Geneva draft, was not accepted. The 
legation of Argentina recorded a reservation on this point. 


28. The Sub-Committee decided to recommend that, instead 
of including a definite date in the final paragraph, the Organization 
hould be authorized to specify when the measures permitted 
under sub-paragraph 1 (6), previously II, should be discontinued 
It was felt that the conditions due to the war had not improved 
at the rate and to the extent expected when the Charter was 
first drafted and that even now it was not possible to foresee with 
any accuracy when these conditions would be likely to cease 
to exist. It appeared desirable therefore not to specify a date ir 
idvance, but to empower the Organization to fix the time limit 
for the termination of all or any measures in the light of future 
levelopments. 


29. The delegate of Belgium did not insist on a proposal to 
leave the present text unchanged and to add a provision empower 
ing the Organization to authorize the application of particular 
measures in respect of particular products if it considered such 
measures warranted by circumstances then ruling. A proposal by 
the delegation of Argentina to delete the last part of paragraph 2, 
formerly part of I of the Geneva draft, beginning with the words 
‘and in any event ” having found no support, the representative 
of Argentina reserved his position. 


REPORT OF SUB-COMMITTEE E OF THE 
THIRD COMMITTEE ON ARTICLES 20 AND 22! 


1. Sub-Committee E was appointed on 30 December 1947 to 
examine and submit recommendations to Committee III on all 
proposed amendments to Articles 20 and 22 and was given authority 
to consult, if necessary, with Sub-Committee C of Committee II 
on Articles 13 and 14. 

2. The Sub-Committee was composed of the delegations of 
Ceylon, Chile, China, Colombia, Egypt, France, Ireland, Mexico, 


1 E/CONF. 2/C.3/54 
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etherlands, New Zealand, Peru, the Union of South Africa, 
den, the United Kingdom and the United States. 
The Sub-Committee at its first meeting on 5 January 1948, 
inimously elected Mr. J.E. Hottoway (Union of South 
ca) as Chairman. 


The Sub-Committee held eleven meetings and established 
Working Parties to consider particular proposals in detail. 
the amendments listed in the Annotated Agenda were fully 
lied, together with various proposals arising out of those 
iendments. 


5. The Sub-Committee and the Working Parties enjoyed the 


nefit of consultation and co-operation with the delegations of 
entina, Australia, Canada, Cuba, Czechoslovakia, Denmark, 
eece, India, Lebanon, Norway, Syria and Turkey. 


irticle 20. — General Elimination of Quantitative Restrictions 


6. The Sub-Committee was unable to recommend the deletion 
f the Article proposed by the delegation of Ceylon. The represen- 
itive of Ceylon reserved his position on the Article, pending a 
il settlement on the provisions of Article 13. The representa- 
es of Colombia, Mexico and Peru reserved their positions on 
\rticle 20 until final settlement had been reached on Article 13 


wagraph 2. — General. 


7. A Working Party, set up to consider the amendments 

posed by Chile and Argentina, reported that its work had not 
een completed as it depended on a proposed amendment! to 
\rticle 21 and a proposed interpretative statement? by a delegate 
n the text of that Article. The representative of Chile reserved 
us position until the proposal mentioned above had been accepted 
ind pending the final text of Article 13. The representatives of 
\rgentina (who was not a member of the Sub-Committee) and 
lreland also reserved the positions of their delegations pending 
the final text of Articles 13 and 21. 


8. The representative of China reserved his position until the 
general situation became clearer. The representative of Lebanon 
who was not a member of the Sub-Committee) withdrew his 
reservation, considering that the problem of the use of quantitative 


1 E/CONF.2/C.3/82. 
2 E/CONF.2/C.3/SR.46: Annex I. 
* See note to paragraph 13 below. 
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restrictions by underdeveloped countries should be solved under 
Article 13.! 

9g. There was no support for the amendments of Cuba. The 
representative of Cuba (who was not a member of the Sub-Com- 
mittee) reserved his position with regard to the second of his 
amendments.? 


Paragraph 2 (a). 


10. The following text was recommended to meet the amend- 
ment put forward by the delegation of Australia: 

‘(a) export prohibitions or restrictions [temporarily] applied for the 
pertod necessary to prevent or relieve critical shortages of 
foodstuffs or other products essential to the exporting Member: 
country.” 

11. The Sub-Committee considered the request of the dele- 
gation of Australia that the reference to the term “ critical ” in the 
minutes of the proceedings of Commission A in the Second Session 
of the Preparatory Committee (document E/PC/T/A/PV/40 (1) 
pages 4, 6, 8 and g) be concurred in by Committee III and included 
in its minutes. The Sub-Committee unanimously concured in the 
conclusions of Commission A as set out in Geneva document and 


recommended to the Committee that the Australian request be met 


12. In connection with the amendment submitted by the 
delegation of Greece, the Sub-Committee felt that the position 
could best be met by an interpretative footnote. It recommended 
that this note should take the following form: 


“ In the case of products which are basic to diet in the exporting 
country and which are subject to alternate annual shortages and 
surpluses, the provisions of this sub-paragraph do not preclude such 
export prohibitions or restrictions as are necessary to maintain 
from year to year domestic stocks sufficient to avoid critical 
shortages.” 


13. The delegation of China withdrew its amendment, while 


reserving its position should certain other provisions in the Charter 
be altered.® 


14. The Sub-Committee was satisfied that the terms of 
paragraph 2 (a) of Article 20 are adequate to allow a country to 
impose temporary export restrictions to meet a considerable rise 
in domestic prices of foodstuffs due to a rise in prices in other 


1/2 See note to paragraph 13 below. 
* The reservation of Colombja, Mexico, Peru, Chile, China, Ireland and Cuba, 
mentioned in paragraphs 6, 7, 8, 9 and 13 were withdrawn in Committee III. 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 865 
nan 89 _— 


ntries. In view of this consideration the amendment of 
Sweden was withdrawn. 


1s. The amendment of Mexico was withdrawn. 


Paragraph 2 (c). 


6. The Sub-Committee agreed that paragraph (2) (c) was 
ntended to provide a means of protecting domestic producers 
vainst foreign competition but simply to permit, in appropriate 
the enforcement of domestic governmental measures neces- 
ited by the special problems relating to the production and 


keting of agricultural and fisheries products 
17. The Sub-Committee agreed that in interpreting the term 
trict” for the purposes of paragraph (2) (c) the essential 
nt was that the measures of domestic restriction must effectively 
lomestic output below the level which it would have attained 
» absence of restrictions. 


{mendments Designed to Narrow the Scope of Paragraph (2) (c) 


18. The Sub-Committee was unable to recommend the adop- 
of the amendments proposed by Peru, Mexico and Norway 


19. The Sub-Committee discussed fully the proposals of 
Egypt and Peru seeking to provide that paragraph (2) (c) should 

ly only: 

a) where the restrictions on domestic output were temporary 
(Egypt) ; 

b) to permit only temporary use of import restrictions (Peru) 
where there was a surplus of production (Egypt, support 
Peru); 


d) where there was no subsidy to domestic production (Peru). 


As regards (a) and (0) it was noted that the term “ tempo- 

’ was difficult to define, and that the terms of paragraph (2 
particularly with the additional provision of the proposed 

w sub-paragraph 3 (a), would ensure that import restrictions 
could be applied only for as long as they were necessary to the 
nforcement of restrictions on domestic output. It was agreed 
that governments would certainly not wish to restrict domesti 


output of agricultural and fisheries products for any longer period 


than was really necessary. The delegates of Egypt and Peru 
withdrew these proposals. 


? 


21. As regards (c), the Sub-Committee agreed that no govern 
ment would wish to restrict domestic output except when obliged 
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to do so by the existence of a surplus or by a persistent tendency 
towards the production of a surplus; however, to write (c), or 
indeed (a) or (0), into the text of the Charter would in practice 
have the effect of giving the Organization the power to determine 
whether and when Members could or could not institute or enforce 
particular restrictions on domestic agricultural production, a 
condition which governments could not reasonably be expected 
to accept. 

22. As regards (d) the Sub-Committee agreed that it was not 
the case that subsidies were necessarily inconsistent with restrictions 
of production and that in some cases they might be necessary fea- 
tures of a governmental programme for restricting production. 
[t was recognized, on the other hand, that there might be cases in 
which restrictions on domestic production were not effectively 
enforced and that this, particularly in conjunctions with the appli- 
cation of subsidies, might lead to misuse of the provisions of 
paragraph (2) (c). The Sub-Committee agreed that Members 
whose interests were seriously prejudiced by the operation of a 
domestic subsidy should normally have recourse to the procedure 
of Article 25 and that this procedure would be open to any Member 
which considered that restrictions on domestic agricultural produc- 
tion applied for the purposes of paragraph (2) (c) were being 
rendered ineffective by the operation of a domestic subsidy. The 
essential point was that the restrictions on domestic production 
should be effectively enforced and the Sub-Committee recognized 
that unless this condition were fulfilled, restrictions on imports 
would not be warranted. 


23. It was agreed (except by the representative of Peru who 
reserved his position as regards the question of subsidies) that 
points (c) and (d) might adequately be met by the insertion of 
“ effectively ” after “ operate ” in the fourth line of paragraph (2) 
(c) and by the provision of other suitable safeguards for the inter- 
ests of exporting countries (see paragraphs 24 and 26 below). 


Safeguards for Exporting Countries. 





24. The Sub-Committee gave full consideration to the question 
of safeguards to prevent prejudice to the interest of exporting 
countries by import restrictions imposed in consequence of restric- 
tions on domestic output under paragraph (2) (c). It was agreed 
that the possibility that the provisions of the. Article might be 
misused by the imposition of restrictions on domestic output which 
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were not effectively enforced should be dealt with by the amend- 
ments suggested in paragraph 23 above. 

25. The Sub-Committee further noted that the provisions of 
Article 22, and in particular the consultation provisions of para- 
graph 4 of Article 22 applied to import restrictions imposed under 
paragraph (2) (c); further, that it would be open to a Member at 
iny time to make representations under Article 41 to a Member 
,pplying import restrictions under paragraph (2) (c), or to raise 
under Articles 89 and go [93, 94 and 95] the question whether the 
governmental measure restricting domestic output were such as to 
warrant the application of import restrictions under para- 
graph (2) (c). 

26. It was pointed out that the sudden imposition of import 
restrictions under paragraph (2) (c) might have serious effects on 
the interest of exporting countries, and that to avoid this there 
hould be provisions requiring Members intending to introduce 

ich import restrictions to give as much advance notice as possible 
exporting countries in order to afford adequate opportunity 
for consultation before the import restrictions were put into effect. 
[t was suggested that this point might be met by the inclusion of 
the provisions as to prior notice and consultations set out in the 
roposed new sub-paragraph 3 (0). 

27. It was agreed that provision should be made for the obser- 
vance of secrecy with regard to prior notice of, and consultation 
concerning, the proposed introduction of restrictions if the Member 
proposing to introduce such restrictions should so request. 


28. It was pointed out that it was possible that import 
restrictions might in certain circumstances operate so as to give 
undue advantage to particular exporting countries. For example, 
global quotas not allocated among supplying countries might 
sometimes operate in a manner unduly favorable to those countries 
best able for any reason to take prompt advantage of the global 
quota at the opening of the quotas period; and it was agreed that 
Members, in administering import restrictions, should pay due 
regard to the need for avoiding such a result. It was also agreed 
that, in the case of perishable commodities, due regard should be had 
for the special problems affecting the trade in these commodities. 


Amendments Designed to Widen the Scope of Paragraph (2) (c). 


29. A majority of the Sub-Committee felt that the amendment 
of Ireland, and an amendment of Colombia introduced during the 
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discussion providing for the use of import restrictions to stabilize 
agricultural prices, provided for the use of import restrictions on 
a much broader basis than that provided in the case of restrictions 
under (i) of paragraph (2) (c), and if generally applied would widen 
the scope of the Article in a way which would seriously endanger 
the interest of agricultural exporting countries, and that the parti- 
cular difficulties of Ireland should be met by other measures 
Accordingly the Sub-Committee was unable to recommend the 
idoption of these amendments. 


30. The Sub-Committee discussed the amendment of Sweden 
providing for the use of import restrictions to mitigate seasonal and 
short-term fluctuations in the supply of agricultural products 
After hearing a statement by the representative of Sweden as t 
his Government's policy in regard to livestock production, the Sut 
Committee agreed that a number of measures that he had described 
were certainly capable of being used for restricting domesti: 
production, and, to the extent that they were so used, would b 
covered by the provisions of paragraph (2) (c) (i). On this under 
standing the representative of Sweden withdrew his amendment 


31. The Sub-Committee did not recommend the adoption of 
the amendments of Uruguay and Ireland. 


Other Amendments 


32. The Sub-Committee decided that the proposal by the 
delegation of Norway to substitute the word “partly” for 
mainly” in paragraph (2) (c) (iii) was unnecessary. It was 
agreed that, under the existing text, in a case for example in which 
a Member wished to restrict the quantities permitted to be produced 
of any animal product the production of which was dependent 
wholly or mainly on two or more imported kinds of feeding stuffs 
considered together but not necessarily on either kind considered 
separately, it would be open to that Member to restrict the produc 
tion of animal products, provided that domestic production of the 
imported kinds of feeding-stuffs were relatively negligible, by treat- 
ing the imported kinds of feeding-stuffs as a single commodity 
and applying import restrictions thereto. 


>? 


33. It was further agreed that if the various imported feeding- 
stuffs were in fact treated as a single commodity, import restrictions 
thereon should be applied globally on the total combined imports 
without allocating shares to the individual feeding-stuffs. It was 
felt that, in cases where this procedure would not be practicable, 
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20. 


reneva Draft Notes. 


39- 
omission of the phrase “ when in an early stage of processing and 
still perishable ” is dictated solely by the need to permit greater 
flexibility in taking into account the differing circumstances that 
may relate to the trade in different types of agricultural products, 
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import restriction should take the form of an equal propor 
tionate reduction in the amount permitted to be imported of each 
several feeding-stuffs. The representative of Norway 
rdingly withdrew his amendment. 

The Sub-Committee agreed that the provisions of para- 
ph (2) (c) (ti) would cover arrangements under which the govern- 
nt concerned made temporary surpluses of grain available as 
imal feeding-stuffs to small holders and similar categories with 
w standard of living, free of charge or at prices below the current 
In the light of this the representative of Sweden 
withdrew the amendment. 


The amendment of the United Kingdom was withdrawn 
he Sub-Committee accepted a further United Kingdom suggestion 
t in order to avoid ambiguity the words “ agricultural or fish 
should be inserted between “ domestic” and “ product , 
the end of paragraph 2 (c) (i). A drafting amendment of the 
ited Kingdom was accepted. 
The Sub-Committee agreed that a new paragraph (3 (a) 
the revised draft of the text) should be inserted to achieve the 
jectives of the amendment of Chile. 


‘in any form’ 
criticism put forward by the representative of the United States 
that the introduction of the term “ perishable ” which is inappli- 
cable to many types of agricultural products had unduly narrowed 
the scope of paragraph 2 (c). It considered, therefore, that some 
clarification of the text was required and accordingly recommended 
to the Committee the wording set forth in the revised text 


The Sub-Committee, however, wishes to make clear that the 


having in view only the necessity of not making ineffective the 
restriction on the importation of the product in its original form 
and is in no way intended to widen the field within which quanti- 
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The amendment of Mexico did not find the support of the 


With regard to the footnote in the Geneva text on the 



























the Sub-Committee accepted as valid the 
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tative restrictions under paragraph 2 (c) may be applied. In 
particular, it should not be construed as permitting the use of 
quantitative restrictions as a method of protecting the industria] 
processing of agricultural or fisheries products. 


, 


40. The word “ utilization” refers to the ultimate use of the 
products and is not used in a technical sense. For example, 
wheat and flour are so closely related as regards utilization that 
flour is to be regarded as a processed form of wheat such as is 
referred to in the interpretative note. 


41. The Sub-Committee took note that paragraph 3 (a) was 
not intended to and did not establish any new exception permitting 
the use of quantitative restrictions on imports. It is to be under 
stood that the basic requirement of the effective operation of res- 
trictions on domestic production or marketing remains as a condi- 
tion precedent for all cases in which import restrictions may be 
imposed under paragraph 2 (c) (i). 


42. With regard to the interpretative note on “ special factors ” 
the Sub-Committee agreed that it was desirable to make clea 
that changes in relative productive efficiency between the home 
producers and foreign producers should be taken into consideration 
in determining the size of import quotas under paragraph (2) (c) (i) 
[he Sub-Committee recommended that the note to paragraph (2 
(c) of the Geneva text on “ special factors ” should be retained as 
an interpretative note to paragraph 3 (d) of the Havana Charter 
in the form set out in the revised text. 


43. The Sub-Committee, after consideration of the interpre- 
tative notes on “ special factors ” to Articles 20 and 22 of the Geneva 
text, agreed that, as stated in those notes, changes artificially 
brought about since the representative period (assuming that 
period to have preceded the coming into force of the Charter) by 
means not permissible under the provisions of the Charter were 
not to be regarded as “ special factors” for the purposes of para- 
graph (2) (c) and Article 22. The Sub-Committee agreed, however, 
that it was unnecessary to state this specifically in the text of the 
Articles or in the interpretative notes. 


44. The Sub-Committee agreed that the use of the words 
‘inter alia” in the footnotes to Articles 20 and 22 on “ special 
factors” should be brought to the notice of the Central Drafting 
Committee in order that the footnotes throughout the Charter 
might be standardized as to their form. 
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Other Pownts. 
45. At the request of the representative of Mexico the Sub- 
Committee agreed to have it recorded that in its view the freedom 
given to a Member to apply restrictions under paragraph (2) (c) 
{ not free such Member from a prior obligation to any individual 
Member. 

40. The representatives of Colombia, Mexico and Peru reserved 
their positions on Article 20 until final settlement was reached on 
Article 13.* 

17. The representative of Ireland maintained that the pro- 
visions of Article 20 should be extended so as to enable countries 
to use import restrictions at least to meet situations arising out of 

navoidable seasonal fluctuations in supply, and also to allow for 
the maintenance of stable incomes in agriculture. He accordingly 
erved his position on these points.? 


Article 22. — Non-Discriminatory Administration of 
Quantitative Restrictions. 


18. The amendment of the delegation of Argentina to delete 
paragraphs 2, 3, 4 and 5 found no support in the Sub-Committee 


49. The amendments of Uruguay and Mexico were with- 
drawn since the Sub-Committee considered that their objectives 
were covered by the existing text of the Article; the amendments 
of Mexico and Turkey were withdrawn in view of the revision of the 
nterpretative note on “ special factors ” (see paragraph 51 below). 

50. The amendment of Syria and Lebanon was referred to 
Sub-Committee F with the concurrence of those delegations and of 
Sub-Committee F. 


51. The Sub-Committee agreed to delete the footnote to 
paragraph 2 (d) of the Geneva text. 

52. The Sub-Committee agreed that the interpretative note 
on “ special factors” should be retained as a note but should be 
made more explicit both by the deletion of the cross reference to 
the note to Article 20 which appears in the Geneva text and by 
the specific mention of certain additional factors which should be 
taken into account in the allocation of quotas. The Sub-Committee 
also agreed that it was desirable to make clear that, in cases where 


1,2 The reservations mentioned in paragraphs 46 and 47, were withdrawn in 
Committee III, but the delegation of Bolivia entered a reservation on the whole 
of Article 20. 
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separate import quotas were ailotted to the various foreign sup- 
pliers, a country whose productive efficiency or ability to export 
had increased relatively to other foreign suppliers since the repre- 
sentative period on which import quotas were based should receive 
a relatively larger import quota. The Sub-Committee accordingly 
recommended the wording shown in the revised text (see also para- 
graph 43 under Article 20). 


53. The Sub-Committee agreed that the objectives of the 
amendements of India could best be met by the insertion of a new 
interpretative note to the text. 


54. The Sub-Committee considered that some provision should 
be made in the Charter for releasing a Member from its obligation 
to give public notice under paragraphs 3 (6) and 3 (c) in the case 
of a Member trading with a non-Member or non-Members. Accord- 
ingly the Sub-Committee recommended that a new paragraph 3 (d 
be inserted in the text. The Sub-Committee expressed the view 
that, to enable prompt consideration of applications under para 
graph 3 (d) it would be desirable for the Organization to delegate 
its functions in respect of this sub-paragraph to the Executive 
Board; and that, provided an application under this sub-paragraph 
was made sufficiently early and accompanied by sufficiently full 
information to enable adequate consideration by the Executive 
Board before the commencement of the quota period the Executive 
Board should temporarily release the applicant Member from the 
requirement to give public notice for the period necessary for the 
Executive Board to make a decision on the application.! 


REPORT OF SUB-COMMITTEE F OF THE 
THIRD COMMITTEE ON ARTICLES 21, 23 AND 24.? 


1. Sub-Committee F was appointed on 5 January 1948 to 
examine and submit recommendations on all proposed amendments 
to Articles 21, 23 and 24. 


? 


2. The Sub-Committee was composed of representatives of 
Argentina, Australia, Belgium, Brazil, Canada, Cuba, Czecho- 
slovakia, France, Greece, India, Italy, Lebanon, Liberia, Norway, 
the Philippines, the United Kingdom and the United States 


1 In Committee III the delegation of Switzerland reserved its position on the 
whole of Section B of Chapter IV. The delegation of Bolivia reserved its position 
on Article 22, and that of Argentina on paragraphs 2, 3 and 4 of Article 22. 

2 E/CONF. 2/C3/57 and E./CONF. 2/C3/91 
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Mr. J. MELANDER (Norway) was unanimously elected 
rman. 


,. The Sub-Committee held fourteen meetings. 


: { 

A number of representatives of delegations who were not 
nbers of the Sub-Committee attended as observers and also 
k part in the discussion of amendments which they had sub- 
tted. The Sub-Committee also heard statements by the repre- 


A 


itives of the International Monetary Fund 


Article 21. — Restrictions to Safeguard the 
Balance of Payments. } 


6. The main change in Article 21 recommended by the Sub- 
nmittee was the inclusion of a new paragraph r. This change 
1s made in response to an amendment submitted by Belgium and 

related to action which may be taken to correct maladjustments 
the balance of payments. 

7. In response to an amendment of Australia certain changes 

» made in paragraph 3 (6), formerly 2 (6) of the Geneva draft 

8. Paragraph 3 (c) (i), formerly 3 (c) (ii), was amended in 

ponse to a proposal submitted by Argentina. 

9g. Paragraph 4 (6), formerly 3 (6) of the Geneva draft, was 
ended in response to an amendment by Denmark. 

10. The introductory phrase of paragraph 4 (6) (i), formerly 

(i) of the Geneva draft, was deleted and, paralleling this, 
the Sub-Committee recommended the deletion of the interpretative 
ite relating to this phrase. 

11. In response to a proposal by Brazil, sub-paragraphs (ii) 
nd (iii) of paragraphs 3 (c) of the Geneva text were transferred to 
iragraph 3 (c) of the present text (paragraph 2 of the Geneva text) 
m the ground that they constitute limitations on any kind of 
juantitative restrictions irrespective of whether the restriction is 

onsequence of the domestic policies referred to in paragraph 3 (c 

of the Geneva text or of other causes. 


12. In response to a proposal by New Zealand an interpreta- 

e note appended to Article 31 of the Geneva text was trans- 
ferred to Article 21. 

13. The delegation of Chile reserved its position on para- 
graph 3 (a), formerly 2 (a) of the Geneva draft.? 





1 E/CONF.2/C.3/57. 
2 This reservation was withdrawn in Committee III. 


7 9888 O—54—pt. 4 56 
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14. The delegation of Argentina reserved its position on 
Article 21 (paragraphs 4 (a) and 5). 


Article 23. — Exceptions to the Rule of Non-discrimtination.* 


15. In addition to the amendments to Article 23 in the Anno- 
tated Agenda, the Sub-Committee considered an amendment to 
Article 22 proposed by Syria and Lebanon which was referred to 
it by Sub-Committee E as falling more properly under Article 23. 


16. After a thorough consideration of the amendments mentio 
ned above, the Sub-Committee concluded that a substantial redraft 
of Article 23 was desirable.2 Since, however, certain Members 
would have already acceptéd the principles of Article 23 of the Geneva 
text and would have begun to apply them, the Sub-Committee con- 
sidered that such Members should be allowed, if they so desired, to 
continue to apply these principles during the transitional period 

defined below in paragraph 20. The Sub-Committee accord 
ingly submitted a revised text together with a proposed new Annex 
which embodies these principles. Two interpretative notes wer 
attached to the text of the Article and one to the Annex. 


17. The new text did not require the Interpretative Note to 
paragraph 3 of Article 23 of the Geneva Draft and it was accord 
ingly been dropped. 

18. The major changes from the Geneva text of Article 23 were 
to be found in paragraphs 1, 2 and 4 of the revised Article. 

19. In conjuction with the proposed revision of Article 23, it 
was considered desirable that paragraph g of Article 24 of the 
Geneva text (renumbered paragraph 8 in the text submitted by 
the Sub-Committee) be amended by the deletion of the phrase 
‘Subject to paragraph 4 of this Article,” at the beginning of the 
paragraph. As consequence of this change the Sub-Committee 
recommended that the interpretative note now attached to para- 
graph 4 of Article 24 of the Geneva text be attached to paragraph 8 
of that Article, that the first sentence of the note be deleted, and 
that certain consequential drafting changes be made as shown in the 
recommended text. 


20. Paragraph 1 of the revised Article defines the exceptions 
to the rule of non-discrimination permissible during the post-war 
transitional period. This transitional period and its application in 


1 E/CONF.2/C.3/91, and Corr.1. 
2? Consequently, the references to the paragraphs of Article 23 relate to the 
Havana Charter 
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ect of individual members are defined by reference to the provi- 

of Article XIV of the Agreement of the International Monetary 

i or by reference to an analogous provision of a special exchange 
.ereement entered into pursuant to paragraph 6 of Article 24. Th: 

riminatory measures, including adaptations thereof, permitted 

ler paragraph r may be applied by a Member during the transi- 
nal period without the prior approval of the Organization. 

21. Sub-paragraph 1 (d) of the new text provides that a 
Member may under certain condition elect to operate during the 
ransitional period under the Annex rather than under sub-para- 
raphs (b) or (c) of paragraph 1. The subject matter of the Annex 

lealt with in paragraph 26 below. Sub-paragraphs (g) and (h/ 

with the administrative control which is to be exercised by 

Organization over measures taken by a Member under thi 
\rticle. The attention of the Sub-Committee was particularly 

ted to ensuring that Members operating under sub-para 

s (6) and (c) and Members operating under the Annex enjoyed 
iality of treatment in this respect. As a consequence, the Sub 
mmittee in drafting these sub-paragraphs took account of the 
cedures laid down in Article XIV of the Articles of Agreement 
f the International Monetary Fund. 

22, After the termination of the transitional period for a 
Member, paragraph 2 makes provision, subject to the prior approval 
f the Organization, for limited departures from the rule of non- 

rimination. 

23. Paragraph 4 permits a Member applying import restric 

ns in accordance with Article 21 to control its exports in such 

manner as to increase its earning of currencies which it can use 
without deviation from the provisions of Article 22. 

24. Theeffect of the amendment to paragraph g [8) of Article 24 
is that the measures defined in that paragraph are not precluded 
yy the provisions of this Section of the Charter. 

25. Paragraph 3 is identical with paragraph 4 of the Geneva 
text and paragraph 5 is substantially the same as paragraph 5 of 
the Geneva text. Paragraph 5 (5) of the revised article incorporates 
in amendment which is a consequential change resulting from 
certain amendments to Annex A of Article 16 which were 
ipproved by Committee III with reservation by the delegations 
of Brazil and Uruguay. 

26. The Annex contains a substantial part of the provisions 
of the Geneva text of Article 23. Certain sections of that text were, 
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however, transferred to the new Article proper and the 
declaration in sub-paragraph 1 (a) of the Geneva text was 
omitted in view of sub-paragraphs 1(a) and 1 (f) of the new Article 
[he procedures for administrative control in sub-paragraphs 3 (a) 
and 3 (c) in the Geneva text were replaced by sub-paragraphs 
1 (f), 1 (g) and 1(A) of the new Article. The criteria in sub-para- 
graph 1 (6) of the Geneva text remain the same. 

27. Certain delegations suggested that the provisions of para 
graph 4 of Annex K be transferred to the body of Article 23 so 
that they would be applicable both to Members who elect Annex K 
and those who do not so elect. The Sub-Committee felt that this 
purpose was covered in part bythe procedures available under 
Article 21, and that the change need not therefore be made. 


28. It was considered by the Sub-Committee that the abov: 
changes met a large number of the objectives to which the amend 
ments submitted were directed. In view of the extensive revisior 
of Article 23 it was not practicable to indicate how particular 
amendments were accommodated. However, the amendment 
submitted by the following countries were considered by th 
delegates of those countries to be covered by the new text: 


Belgium 


Czechoslovakia (amendments to paragraphs I (a), 1 (6), 2, 3 (a 


and 3 (c) are covered by Article 23 and the proposed amendment 
to paragraph 5 is covered by the proposed revision of paragraph 8 
Article 24 


Denmark 

France 

Lebanon 

Norway (amendment to paragraph 1 (8) (i)) 
Syma. 


29. The Norwegian delegate indicated that the new text of 
Article 93 [98] on relations with non-Members which has been 
approved by the Sixth Committee met the major part of the 
problem to which his amendment on long-term agreements was 
directed, and, accordingly, withdrew this amendment. 


30. With respect to the amendment submitted by Italy the 
Sub-Committee considered that paragraph 2 of the revised text 


takes account of the concept of relative injury. 


31. The delegate of Mexico stated that his delegation was 
at that time reviewing the new text to see wether the purpose of 
its amendment was met. 
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2. The amendment submitted by Greece proposing a new 


ticle 23A was replaced by an amendment to paragraph 5 of 
{rticle 23 submitted by that delegation. When the new text of 
Article 23, together with the change proposed in Article 24, 
were before the Working Party dealing with this matter, the 

egate of Greece agreed that these new texts went a long way to 


et the problem of his country. However, he did not feel that 
point was met entirely, particularly in the post-transitional 


od. The Sub-Committee belived that further amendment in 


respect would provide too wide an exception, and therefore 
mmended Ino further change in the text [The delegation o 


+ 
A 


ece reserved its position.! 
The delegation of Argentina 
23. The delegation of Brazil expressed no opinion on the 


A ~ 
) 


reserved its position on 


ivticle 24 Relationship with the International 


< 


Monetary Fund and Exchange Arrangements.” 


t. After consideration of paragraph 2 of Article 25 in 


ht of the amendments proposed by Australia and New Zé 


Sub-Committee recommended an amendment 


to an amendment 


he Sub-Committee gave consideration 
paragraph 6 proposed by the delegate of Liberia referring 
ise of a country which does not use its own currency. The 
Committee recommended that to meet this case 


ragraph 6 (d) should be included. 


the new 


In this connection, two members of the 


he 
€ 


having no objection in substance to th 
rht that the Committee should consider 
vision should be included in the text of Article 24, or wh 
special situation of Liberia could be suitably dealt with und 
Article 74 [77], which provides for the waiver of obligation 


the Charter. 


37 The Sub-Committee also considered that paragraphs 
nd 7 of Article 24 could be combined with advantage, since they 


ilt with the same subject. It also recommended that a cons« 


Lit 


juential amendment should be included in paragraph 8 (new para 


ry h ~» 
stapn 7). 


| This reservation was withdrawn in Committee III 
2 E/CONF.2/C.3/91. 


/ 
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38. The Sub-Committee, while aware of the desirability of 
keeping interpretative notes to a minimum, considered that the 
interpretaive footnote to paragraph 4 of Article 24 of the Geneva 
text relating to “ frustration” is both essential and too detailed 
for inclusion in the text of Article 24. It therefore recommended 
that this interpretative note, with the amendment thereto proposed 
in paragraph 19 above, be appended to the text of Article 24. 


39. The Sub-Committee took note of the amendment of 
Mexico but felt that it would be desirable that a more specifi 
amendment be submitted by Mexico. Having heard a further 
explanation by the delegation of Mexico, the Sub-Committee did 
not consider that the text of Article 24 required any change in the 
light of the proposed Mexican amendment. It took note that the 
problem to which the delegation of Mexico had directed its amend 
ment was simiiar to that being considered by Sub-Committee G 
of Committee III. In the light of the Sub-Committee’s recommen 
dation the Mexican delegate stated that his delegation reserved its 
position on Article 24. ! 


40. The Sub-Committee considered that the title of Article 24 
would more clearly its content if it were changed to read as follows: 
“ Relationship with the International Monetary Fund and Ex 
change Arrangements ” 


41. It recommended also that the title of section B of Chapter 
[V would more clearly indicate the content of the section if it 
were to read: “ Quantitative Restrictions and Related Exchange 
Matters” instead of “ Quantitative Restrictions and Exchange 


Controls ”. 


REPORT OF SUB-COMMITTEE G OF THE 
THIRD COMMITTEE ON THE S“W'TSS PROPOSAL? 


1. Sub-Committee G was appointed by Committee III on 
5 january 1948 with the following terms of reference: 


‘To consider the proposal of the Swiss delegation (reference 
E/CONF.2/C.3/11) thot the following new paragraph be inserted in 
Chapter IV: 

“« A Member, unable to invoke the provisions of Article 21 and finding 
that its economic stability, particular'v in the fields of agriculture and 
employment, is being seriously impaired or gravely threatened, may take 
such steps as are necessary for safeguarding its vital interests.’ ” 


1 The reservation of Mexico was withdrawn in Committee III, but a reservation 
was entered by the delegation of Argentina. 
8 E/CONF.2/C.3/72. 
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2. The following delegations were appointed to the Sub- 
nmittee: Belgium, China, France, Poland, Sweden, Switzerland, 
United Kingdom, the United States of America, Uruguay 
i Venezuela. The Sub-Committee held ten meetings. Mr. L. P 
YMPSON-MCCAUSLAND (United Kingdom) was unanimously 
ted Chairman. Owing to the departure of Mr. L. P. THomp- 
McCAUSLAND before the work of the Sub-Committee was 
npleted Mr. A. PHiLip (France) was unanimously elected Acting 
rman at the tenth meeting. 


Proceeding from the draft amendment contained in its 
ms of reference, the Sub-Committee based its enquiries on the 
imption that the Member concerned was not eligible to impose 
intitative restrictions under Article 21 but was liable to suffer 
mage from restrictions imposed by other Members under that 
cie, 


1. A variety of factors was put before the Sub-Committee 


justifying special measures. Several were regarded by the 


Sub-Committee as irrelevant, others as doubtful, and no single 
tor was judged to be sufficient by itself to justify special 
itment. The Sub-Committee, however, agreed that the follow- 

ig factors advanced by the delegate of Switzerland represented, 
ien taken together, a combination of circumstances requiring 

pecial consideration: 
(a) that a relatively high proportion of the country’s total produ: 
tion depended upon export markets; 


that a relatively high proportion of these exports consisted of 
goods and services considered as non-essential by many import 
ing countries and treated hy them accordingly; and 


that the country’s normal export markets were in countries which 
were applying restrictions in accordance with the principles 
of the Charter. 


5. The Sub-Committee therefore recognized that a small 
yuntry, in which a relatively high proportion of workers depend 

r their employment on the manufacture of non-essential goods 
for export, may be liable to serious unemployment when the 
ountries to which it normally exports such goods can, under the 
Charter, greatly restrict, or stop completely, their imports of them. 
(his ris’ is increased when the exporting country has a convertible 
currency, since countries in balance-of-payments difficulties would 
be anxious both to reduce their imports from it to save “ hard 
urrency ” and to increase their exports to it to earn “ hard cur- 
rency””. The country would, in fact, be an attractive export 
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irket for all other countmes, and while in normal conditions 
onomic forces would operate to limit the impact of excessiv: 
mports, there is in present conditions a threat of imports flooding 

at a rate which would endanger domestic production and em 
loyment. These pressures, in combination, might in the long 
un undermine the convertibility of the currency. The Sub 
Committee agreed that it would not be in the interests of th 
‘lembers to expose such a country to such pressures. 


m1 


[The Sub-Committee considered whether the _ existing 


visions of the Charter would give the necessary safeguards to a 


with respect to both exports and imports a certain protection 
in Articles 21 and 40. It was, however, recognized that 
provisions are insufficient to meet the exceptional needs of 


} 


rland. It was accordingly agreed that if such a country 

to engage in bilateral negotiations with other countnes which 

mselves applying restrictions to their imports, it will need 

rgaining powers to safeguard its export interests by the use of 

ary measures. It may also need powers to defend itself 
the pressure of excessive imports. 


1e amendment presented by the Swiss delegation would 
ird the country’s freedom of action. The majority of the 
ymmittee, however, was of the opinion that this proposal 
far-reaching that its adoption by the Conference would 
ously weaken the structure of the whole Charter. The 
ommittee was therefore unable to recommend the amendment 
ition of the problem (4 delegates being against the amend 


] 


rit 2 abstaining and 1 absent) 


[In an effort to enable Switzerland to adhere to the Charter 
mmittee examined other solutions, but regretted that 
been unable to find one which could accommodate Switzer- 
uut excessive weakening of the Charter. The Sub- 
herefore, aimed at keeping open a way by which 


tzerland might later enter into negotiations with the Organi- 


mn regarding its adherence to the Charter. Before specific 


ils to this end could be submitted further and more detailed 
mination of the problem was called for 


9. The Sub-Committee recommended, therefore, that the 
Conference should direct the Interim Commission to invite the 
Swiss Government to participate in a study of the problems facing 
the Swiss economy with a view to submitting to the first Conference 
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the Organization a report as to the measures which could be 
n in accordance with the procedures established in the Charter 
lealing with the problem. 


10. The Sub-Committee also examined the cases of Venezuela 
| Uruguay which were presented to it and found that neither of 
e countries had established any special problems connected 
transition from their present systems of trading to that 
ntemplated by the Charter. 


tr. It was the view of the Sub-Committee that the present text 
\rticle 21 made adequate provision for many of the considerations 
forward by the delegates of Venezuela and Uruguay. Thus, 
was pointed out that paragraph 2 (a) [3 (a)] requires that “ due 
ird.” be paid in the monetary reserve questions there involved 
any special factors which may be affecting the Member's 


need for reserves...” 


It was pointed out that a country export 

¥ principally a small number of products would, in like conditions, 
probably be considered to have need for greater reserves than a 
ountry exporting a large variety of products, particularly if the 
exports were exhaustible or subject to considerable fluctuations 
of supply or price. A country actively embarked on a programme of 
economic development which is raising levels of production and 
foreign trade would probably then be considered to have need for 
sreater reserves than when its economic activity was at a lower 


evel 


12. Beyond this the issues raised involved matters which 


were then under active consideration in connection with Articles 13 
and 14. The considerations put forward by Venezuela and 
Uruguay in this connection were not dissimilar from those being 
urged by a considerable number of other “ underdeveloped ” 
countries in connection with the economic development chapter of 
the Charter. This Sub-Committee felt it should not pursue this 
matter any further since to do so would be to duplicate the work 
of Committee II and its £--h-Committees. 

13. The delegate of Venezuela had advised the Sub-Committee 
that he was satisfied with the foregoing statements by this Sub 
Committee. 


14. The delegate of the United States, while agreeing with the 
final conclusion, stated that he was not in agreementwith certain 
aspects of this Report.! 


1 See E/CONF.2/C.3/73. 
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REPORT OF 
SUB-COMMITTEE H OF THE THIRD COMMITTEE 
ON ARTICLES 25-29 [25-28]? 

1. The Sub-Committee was appointed at the twenty-seventh 
meeting (7 January 1948) of the Third Committee. It was given the 
following terms of reference: 

a’ To consider all proposed amendments to Section C of Chap 
ter IV of the Draft Charter as contained in document 
E/CONF.2/C.3/8, together with all suggestions and proposals 
made during discussion of those proposed amendments in 
Committee III; and 


to recommend texts to reconcile the various points of view 
expressed.” 


2. The Sub-Committee consisted of representatives of the 
following delegations: 
Argentina, Australia, Brazil, Canada, Cuba, Denmark, France 


Netherlands, Peru, Philippines, Sweden, Turkey, United Kingdom, 
United States of America and Venezuela. 


3. Mr. E. McCartuy (Australia) was elected Chairman. At 
the seventh meeting of the Sub-Committee Mr. G. WARWICK 
SMITH (Australia) was elected in place of Mr. McCarthy who had to 
leave Havana. 

4. At the fifth meeting of the Sub-Committee it was decided 
to set up a Working Party to examine proposed amendments to 
Articles 26 to 29. The Working Party consisted of representatives 
of Brazil, Canada, Peru, United Kingdom, United States of America 
and Venezuela, together with the Chairman of the Sub-Committee. 
It held ten meetings. 


5. The Sub-Committee held eight meetings and reached general 
agreement on a text to submit to the Committee. 


General. 


6. The delegation of Brazil provisionally reserved its position 
on Section C of Chapter IV.? 


~ 


7. The delegation of Peru wished its view recorded that there 
was a difference of treatment as between subsidies which operate 
directly or indirectly to maintain or increase the export of any 
primary commodity, and subsidies which operate directly or indi- 


! This reservation was withdrawn in Committee III. 
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tly to reduce, or prevent an increase in, the imports of any 
mary commodity. The former were subject to the provisions 
\rticle 28, while the latter were subject only to the much weaker 
visions of Article 25. In the view of that delegation the 
tter type of subsidy ought to be subject also to provisions parallel 
hose of Article 28, because the interests of exporting countries 
e prejudiced just as much by a subsidy which decreases imports 
in importing country as by one which increases exports from 
ompeting exporting country. Consequently the delegation of 
u reserved its position on Section C. 
8. The Sub-Committee considered an inquiry from the Central 
rafting Committee as to whether it was desired that references 
Section C to primary commodities should be covered by the 
nition of a “ primary commodity ” contained in Article 53 [56]. 
was agreed that the definition contained in pargraph 1 of Article 
56] was applicable to all such references. 
9. The Sub-Committee considered the suggestions of the 
nternational Chamber of Commerce! regarding the arrangement of 
Section, but thought that the present arrangement was appro- 
riate. 
Article 25. — Subsidies in General. 
10. The Sub-Committee was unable to agree to the inclusion 
cf the words “ direct or indirect ”, or of an alternative amendment 
iving a similar purpose, proposed by the delegation of Cuba. 


11. The representative of Cuba explained to the Sub-Committee 
.t the amendment constituted a matter of immediate and prac- 
il importance to his country, which could not afford to promote 
its economic development by the methods of direct subsidization. 
had therefore introduced a system by which certain domestic 
industries were exempted from internal taxes payable on imported 
ods. This was simpler in practice than, though no different in 
principle from, the system of “ payments to domestic producers 
erived from the proceeds of internal taxes or charges” which 
was permitted under paragraph 5 [8 (6)] of Article 18. The 
ystem employed in Cuba had secured favourable results, parti- 
ilarly in encouraging capital investment, both domestic and 
foreign. 


12. The Sub-Committee was in general agreement that the 
erms of Article 25 were sufficiently wide to cover a case such as 


1 E/CONF.2/14. 
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he Cuban delegation. It was considered t} 
uba in regard to Article 25 would not alter t 


nor would they have the effect of permitting 


nce of the Cuban system if it conflicted with other proy 
he Charter such as those regarding non-discriminati 


ippropriate place to consider an amendment with this purp« 
ler Article 18 concerning the non-discriminatory applicati 


il taxation. The representative of Cuba maintained 


his delegation on Article 25.1 


\rising from an amendment proposed by the United Stat 


1t Was agreed to 


make the following changes in tl 


which operates directly or indirectly to maintain or increas 
rts of any product from 


or to reduce, or prevent an increase in 
rts of any product into : 


was felt that the Geneva text of the Article failed to cove 
idies which, whilst not increasing a Member’s exports nor redu 
ng its imports, might nevertheless affect a Member’s share of tota 


Sul 


T 
| 


[It was agreed to accept the proposal by the United States 
n to introduce in the last sentence the phrase “ a Membe 


1 
1 


n place of determinations by the Organization. It 
ht that this change was consistent with similar chang: 


in Chapter VI and would expedite procedure. 


Additional Provisions on Export Subsidies 


: 


Che Sub-Committee was unable to accept the proposal of 
United States 


delegation to except subsidies on primary 
lities from the provisions of paragraph 1 


omm and the conse 
quential changes proposed ih regard to other Article. The United 


States delegation, however, submitted alternative suggestions to 


which reference is made in the notes on Articles 2 


2 
27 and 28 below 
Paragraph 2 


16 


Drafting changes proposed by the United States delegation 


were accepted with slight modification 


17. The insertion of the words “ in general of those products 


after ‘““ payments to domestic producers ” was intended to make it 


nal Plenary Meeting. In Com 


ervation was withdrawn at the fi 
25 by the delegation of Bolivia 


eservation was entered on Article 
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that the payments in question refer to general subsidization 
mestic producers of like products. 
[he delegation of Sweden withdrew its proposal to insert 


words “ directly or indirectly ” between the words “ taxes 


imposed”. It was understood that the text—particularly 


hrase “remission of such duties or taxes 
iccrued ’’—covers the case of remission of duties 


} 1, 


1 on raw materials and semi-manufactured produ 


tly used in the production of exported manufactured 


It was understood that the term “like products ” 
led to mean closely similar products in the corresponding 
of production, allowing for such differences as are necessary 


xport purposes 


d raph ; 


[The Sub-Committee was unable 


legation of Argentina to delete the 


iragraph [he delegation of Argt 


question in Committee 


1e introduction of the wo 

sentence OI paragraph 
lude subsidies on non-primary 
of Article 28 It was felt that the 


1 


ition to such subsidies should 


[The Sub-Committee agreed 


sed by the delegation of the 


roposed New Paragraph 


} 


The Sub-Committee consider 
of Venezuela to inse 
types of subsidi 
26. It was felt 
effect on world trade 
would be largely 
ragraphs 3 and 5 of Article 
of Article 28. In 
rase lf an agreement 
paragraph 5 of Article 
inappropriate (including cases } 
e Organization under Article 55 [58], paragraph 2 


ould grant or maintain an export subsidy without being bound to 
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seek an inter-governmental agreement on the commodity in ques- 
tion. Moreover, in cases where negotiation did take place toward 
in inter-governmental agreement, a Member would be free 
under paragraph 3 of Article 27), pending the outcome of such 
negotiations, to maintain export subsidies on the commodity in 
question 


Article 27. — Special Treatment of Primary Commodities 
























24. Specific references in Article 27 to the provisions of 
Article 28 are not intended to be exclusive. They are included for 
purposes of emphasis. 


Paragraph 1. 





25. It was agreed to insert in sub-paragraph (a) the words 
‘ or is so designed as to result ” after the words “ has also resulted ' 
It was felt that this covered the substance of a similar amendment 
proposed by the delegation of Venezuela. A corresponding addi 
tion has been made in sub-paragraph (0d). 


Proposed New Paragraph 2. 

26. The Sub-Committee considered the new paragraph proposed 
by the delegation of the Netherlands relating to certain types of 
price stabilization schemes. It was generally agreed that a system 
for the stabilization of the domestic price or of the return to domes- 
tic producers of a primary commodity, independently of the 
movement of import prices, which results, or is so designed as to 
result, in the sale of the commodity in the domestic market at a 
price at times higher and at times lower than the comparable 
landed cost for the imported product, should be treated as a case 
under Article 25. On this understanding the delegation of the 
Netherlands withdrew its proposal. 


Paragraph 2. 





+ 


27. Paragraph 2 is a new provision emphasizing the responsi- 
bility of Members granting any form of subsidy on a primary 
commodity to co-operate in negotiating inter-governmental agree- 
ments under Chapter VI. 


Paragraph 3. 









28. This paragraph takes the place of paragraph 2 in the 
Geneva text of Article 27. The Sub-Committee was unable to 
accept the proposal by the delegations of Argentina and Peru to 
delete the paragraph. 
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29. The paragraph has been redrafted to make it clear that, 
regards serious prejudice caused by the granting of a subsidy, 
paragraph applies to all types of subsidization of primary 






mmodities. 





0. A new provision has been added to permit a Member to 
intain a subsidy pending the outcome of negociations under 


ipter VI. 










Paragraph 4. 





31. Paragraph 4 is a new provision prohibiting a Member from 





ranting a new subsidy or increasing an existing subsidy, affecting 
the export of a primary commodity, during a commodity conference 
ling with the commodity in question, unless the Organization 







ncurs. This provision serves to limit the above-mentioned new 





rovision contained in paragraph 3. The Sub-Committee was 
ible to agree to a proposal by the delegation of Argentina to 






ete the phrase “unless the Organization concurs”, and that 






legation reserved its right to reopen the question in Committee 










wagraph 5. 


32. This paragraph takes the place of paragraph 3 in the 


< 





the Geneva text of Article 27. The Sub-Committee was unable to 





ept the proposal by the delegations of Argentina and Peru to 





elete the paragraph; the delegation of Argentina was satisfied, 






however, that its point was covered by the new text. The delega 





tion of Peru reserved its position on the paragraph. 






? 


33. On the basis of a suggestion by the United States repre- 






entatives, the paragraph was redrafted in order to permit Members 






who consider their interests seriously prejudiced to apply or 






maintain export subsidies on primary commodities, without prior 






ipproval or a determination by the Organization, where Chapter VI 


procedure has failed or does not promise to succeed or where an 





inter-governmental agreement is inappropriate. It was recognized 






that any judgment by a Member that an agreement is “ inappro- 
priate” could subsequently be challenged by any other Member 
through the procedure of Chapter VI. 











Article 28. — Undertaking regarding Stimulation of Exports of 
Primary Commodities 






34. In the light of the relaxation of the provisions of Article 27 
the safeguards contained in Article 28 were strengthened. In 
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particular, provision was made, where consultation fails, for the 
Organization to make determinations to wnich Members shall 
conform. Other changes which were agreed are as follows: 


(i) The new Article refers not only to export subsidies but to any 
form of subsidy operating directly or indirectly to increase 
or maintain exports; its application, however, is now limited 
to primary commodities. 

The concept of a “ previous representative period” as the 
basic criterion has been replaced by that of “ an equitable shar 
of world trade”. This is intended to meet criticisms that the 
Article, as in the Geneva text, would tend to stabilize an 
existing trade situation to the detriment of under-developed 
countries. It is thought that the new text will, in this respect 
cover the case of these countries and go some way to meet the 
position of the delegation of Argentina expressed in its proposal 
to delete the Article 
Factors are specified which, amongst others, the Organization 
shall take into consideration in making its determination of an 
‘equitable share”. In regard to sub-paragraph 4 (c) of 
Article 28 it is understood that the terms “ the economy ” and 
the economies ” mean national economy as a whole and would 
include the balance-of-payments situation of the Members 
concerned. The terms would naturally cover any specia 
aspect of the economic structure of a Member. 


5. It was felt that the new text, by its application of safe 
guards to general subsidies affecting exports, partly met the point 
raised in the amendment submitted by the delegation of Brazil 
paragraph 2 of proposed Article 27 A). Regarding the other 
point raised by the delegation of Brazil (paragraph 1 of proposed 
Article 27 A), which was referred to Sub-Committee A, the Sub 
Committee noted the latter’s decision, namely, that a majority of 
the Members of Sub-Committee A felt that it was unnecessary to 
insert the amendment, whereas a minority supported the Brazilian 
proposal, at least in principle. 


6. The representative of Argentina proposed to amend 
iragraph 3 so as to remove the provision that a Member should 


onform to a determination by the Organization. The Sub 


Committee was unable to accept the proposal, and the represen- 
tative of Argentina reserved his delegation’s position on the para- 


graph 


7. In regard to paragraph 4 (d), one delegation called atten- 
tion to the fact that a major consideration in deciding what is an 
‘equitable share ” is the extent to which a country may success- 
fully have limited the supply of a surplus commodity. This is 
recognized as concerns one kind of such limitation in the reference 
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paragraph 1 of Article 27. However, there are other methods 
imiting supply which also deserve mention because of their 

cific and important relevance. 

8. The term “other measures” in paragraph 4 (e) refers 
to measures permitted under Section C. 


Article 29 of the Geneva draft. — Procedure. 


9. It was agreed to delete this Atricle and instead to make 
propriate reference to the Organization in paragraph 3 of Article 
and in paragraph 1 of Article 27 in regard to the determina- 
ns provided for in those paragraphs. The deletion of Article 2 


id been proposed by the delegation of Argentina 


REPORT OF 
SUB-COMMITTEE J OF THE THIRD COMMITTEE 
ON ARTICLES 30 AND 31 [29 TO 32]! 


1. The Third Committee at its twenty-eight meeting on 


January 1948 approved the formation of a Sub-Committee on 


tion D—State Trading—of Chapter IV consisting of the repre 
ntatives of Czechoslovakia, Ecuador, Egypt, Mexico, the Nether 
nds, Pakistan, Switzerland, the United Kingdom and the United 


2. The terms of reference of the Sub-Committee were to con 
ler and make recommendations concerning the text of Articles 

and 31 and the notes attached and amendments submitte 
these Articles 

3. The Sub-Committee understood the proposal by the 
legation of Argentina to delete the entire Section D, which 
id met with no support during the discussion in Committee, to 
outside its terms of reference and did not, therefore, include it 
its considerations. 


4. The Suk Committee held its first meeting on Monday, 

January 1948 and unanimously elected the Right Honourable 
Walter NAsH (New Zealand) its Chairman 

5. The Sub-Committee held seven meetings. Representatives 
f several countries not members of the Sub-Committee attended 
the meetings as observers. Delegates of Belgium, Canada, Cuba 


1 E/CONF.2/C. 3/43. 
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and Denmark took an active part in the discussion on points of 
special interest to them. 


6. In the course of its work the Sub-Committee examined the 
text of Articles 30 [29] and 31, the notes attached and all outstand- 
ing amendments submitted to these Articles, as well as amend- 
ments and observations subsequently submitted by members and 
recommendations made by other Sub-Committees. 


7. Inorder to facilitate the work of the Sub-Committee, several 
Working Groups to consider particular items were establiched on 
which the delegates of Czechoslovakia, Mexico, the Netherlands, 
New Zealand, Switzerland, the United Kingdom and the United 
States were represented. 


8. The Sub-Committee was able to reach unanimous agree- 
ment on most points, only a small number of Cecisions taken being 
subject to reservations by individual delegations. 


General. 


9. In view of the additional provisions included in this Section 
it was considered necessary to make a change in the title of the 
Section by adding the words “and Related Matters ” 


Article 30 [29]. — Non-discriminatory Treatment. 


10. In the opinion of the Sub-Committee, the term “ state 
enterprise ” in the text did not require any special definition; it 
was the general understanding that the term includes, inter alia, 
anv agency of government that engages in purchasing or selling. 


11. A drafting amendment, replacing in sub-paragraph 1 (a) 
the words “ applied in this Charter to governmental measures ” by 
“ prescribed in this Charter for governmental measures” was. 
adopted so as to express more correctly the purpose of the provision. 


12. It was decided to embody the substance of the paragraphs 
in the footnotes to paragraph 1 relating to Marketing Boards in 
a new Article. 


13. In regard to the footnote to paragraph 1 concerning 
different prices in different markets for sales of products by state 
enterprises, it was decided to retain the interpretation contained 
in the footnote. The Sub-Committee agreed, therefore, to amend 
the text so as to include purchases as well as sales and to take 
account also of relevant factors other than supply and demand. 
The representative of Belgium stated that if the new text were 
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:pproved his delegation would not maintain the reservation made 
t Geneva. 


14. The Sub-Committee felt that the Note appended to 
\b-paragraph I (a) could not be dispensed with. It was unani- 
nously agreed to recommend the retention of its text, with certain 
ilterations, as a footnote attached to that sub-paragraph and 
forming a part of the Charter. 


15. It was felt that the matter covered in the Note appended 
to sub-paragraph 1 (6) did not require express statement. It 
vas therefore agreed to delete this Note. 


16. An amendment by Mexico proposing to delete paragraph 2 
was withdrawn. 


17. It was considered necessary to retain the Note attached 
paragraph 2 in the Geneva draft. 


New Article 30A [30]. — Marketing Organizations. 


18. Following the discussion on the footnotes relating to 
narketing boards appended to paragraph 1 of Article 30 of the 
yeneva draft and on the amendment by the New Zealand delegation 
is to how the provisions of the Charter would apply to the activities 
f marketing boards, commissions and similar bodies it was agreed 
inanimously that a provision dealing with this question should 
be included in the Charter. A suitably drafted text for a new 
\rticle, headed “ Marketing Organizations”, was accordingly 
inserted. 

Article 31. — Expansion of Trade. 

19. Arising from the amendment proposed by the United 
states, the Sub-Committee agreed that the last phrase of sub- 
paragraph 1 (6) as previously drafted did not accurately express 
the intention of that provision. It was therefore decided to make 
the drafting change indicated in the revised text. 

20. The Cuban delegation explained the object of its amend- 
ment and advised that the delegation would be satisfied if para- 
graph 2 (6) was altered in any of the following ways: 


(A) “. . . or would be not wholly effective for the achieve- 
ment of S 
(B) “. . . or would not be satisfactorily effective for the 
achievementof < 
Provided that a record should also be kept with the Committee with 
in explanation of the interpretation to the effect, that if the negotia- 
tion of the maximum import duty should not be entirely or 
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partially effective in attaining the objects mentioned in sub-para 
graph 1 (6b), any other agreement which is reached in accordance 
with sub-paragraph 2 (5) does not exclude the agreement regardin; 
the maximum import duties mentioned in sub-paragraph (a).” 


21. It was considered that the proposed change in the wording 
would not add anything to the present scope of sub-paragraph (0d 
Che Sub-Committee expressed the view that the wording of sub 
paragraph (6) was not intended to preclude a negotiation by mutual 


il 


agreement under this sub-paragraph in conjunction with, or i 


Ay 
AXA 


addition to, a negotiation under sub-paragraph (a). 


22. The Sub-Committee expressed the view that the Not: 
appended to paragraph 3 of the Geneva draft which reads: 


If the maximum import duty is not bound by negotiations 
.ccording to sub-paragraph 2 (a) the Member is free to change at any 
time the declared maximum import duty, provided that such chang: 
s made public or notified to the Organization.” 












represents a correct interpretation of the provision. It wa 
onsidered, however, that the text as drafted was sufficiently 
lear and that there was no need to retain the footnote 






23. In order to remove any possible misinterpretation of 


iragraph 4 and to make its intention fully clear the words “ exclu 


were substituted for “ after due allowance for ” 











) 


24. In paragraph 4 as well as in the Note to paragraph 4 
the words “ primary product ” were replaced by the words “ pri- 





mary commodity”. In using the expression “pmmary com- 
modity ” in Section D the Sub-Commiteee had in mind the defi 
nition contained in paragraph 1 of Article 53 [56]. 







25 [The Sub-Committee considered that it was desirable to 


retain the Note appended to paragraph 4 of the Geneva draft as 
a footnote. 
















26. The proposal by 





Denmark to add to paragraph 5 the 
following proviso 


“ Provided that such rationing does not aim at restrictions over 
and above such restrictions that are otherwise justified according to 
the Charter.” 





was not approved as it was felt that Chapter VIII gave adequate 
safeguards in the event of abuse by any Member, and furthermore 
that Article 41 provided specifically for consultation with regard 
to all state-trading operations. The representative of Denmark 
thereupon withdrew his amendment. 
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27. Anamendment to paragraph 6 submitted by the delegation 
Switzerland was fully considered in the Sub-Committee. It was 
ded to retain the present text. 


28. The delegate of Mexico, supported by the delegate of 
idor, made the following statement and then withdrew his 
endment : 


‘The delegation of Mexico has noted the views of the Sub- 
Committee that it was not intended in the drafting of paragraph 6 
f Article 31 to define in any narrow sense the term ‘ social purposes 
an nd further that it would be unwise for the Sub-Committee itself 
to decide that a particular interpretation should have greater force 

than any other. 


‘ The responsibility placed on the Members and the Organization 
is iene that they should pay ‘ due regard ‘ to the fact that some 
monopolies may be established mainly for ‘ social purposes ‘ and, to 
that extent, general economic considerations would not be the sole 
factor to be taken into account in any negotiations. 
‘ In these circumstances, the delegation of Mexico considers that 
this term would appropriately include, ‘amongst other aspects of 
monopolies established and operated mainly for social purposes, such 
state monopolies as are set up under specific legislation to supply 
the necessary elements for the people’s subsistence and to foster the 
social development of the nation.” 


29. The representative of Ecuador provisionally reserved his 
position in respect of all provisions relating to state monopolies 

fiscal purposes. 

30. It was decided to omit the Note attached to Article 31 


the Geneva draft, concerning the deletion of Article 33 as con 


tained in the London draft. 


31. The following statement appears as a footnote und 
{rticle 31 on page 29 of the Geneva draft 


‘ Arising out of a proposal by the New Zealand delegation to mak« 
an addition to the previous text of Article 33, the Preparatory Com 
mittee considered the special problems that might be created for 
Members which, as a result of their programmes of full employment 
maintenance of high and rising levels of demand and 
development, find themselves faced with a high level of dema: 
imports, and in consequence maintain quantitative regulation 
their foreign trade. In the opinion of the Preparatory Comm 
the present text of Article 21, together with the provision for exy 
controls in certain parts of the Charter, e.g. in Article 43 [45], ful 
meet the position of these economies.” 


‘The delegation of New Zealand reserved the position 
Government on this question.” 


‘ This reservation was withdrawn in Committee III 
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Che New Zealand delegation stated that until the final text of 
the Charter had been determined it maintained its reservation on 
this question." 







Vew Article 31 A [32]. — Liquidation of Non-Commercial Stocks 



















32. The Sub-Committee considered the following commu 
sation from the Chairman of Sub-Committee I of Committee VI 
Che Joint Sub-Committee of Committees V and VI has beer 
ynsidering the substance and the location of an exception to be 
made in respect of agreements made by or for military establishments 
r the purpose of meeting essential requirements of national security 
[he Sub-Committee had decided to recommend the inclusion of the 
appropriate provision in Article 94 [99]. 

‘ However, in putting forward this recommendation, the Sub 
Committee is of the view that a related provision should be introduced 
elsewhere in the Charter concerning the need for consultation on the 
liquidation of any stock piles accumulated under such a provision in 
Article 94 [99]. The Sub-Committee considers that the insertion of a 

rovision on liquidation might best be considered in Section D of 
( Chapter IV. Accordingly, the Joint Sub-Committee would be 
grateful if Sub-Committee J of the Third Committee would give 
consideration to this question. The Joint Sub-Committee has 
instructed me to communicate this request to you, and at the same 
time to transmit for possible consideration by Sub-Committee ] 
two alternative versions of such a provision which the Joint Sub 
Committee had before it: 















1) That following the word “ sale” at the end of the first sentence in 
paragraph 2 of Article 30 [29] a proviso might be added to the following 
eftect 

‘ Provided that, upon a complaint that substantial injury is 
being caused or is anticipated, a Member shall accord sympathetic 
consideration to, and shall afford adequate opportunity for 
consultation regarding such representations as may be made by 


any other Member with respect to disposal of reserve stocks « 
acquired.’ 


That any provision to be made in Section D might be along the 
following lines 


‘Any Member accumulating non-commercial reserves of 
primary commodities for military purposes under an inter-govern- 
mental agreement . . Shall not make arrangements for the 
commercial liquidation of such reserve stocks in such a way as to 
injure the commercial interests of producers of the commodities in 
question, and shall consult with the Organization as to the best 
means to that end.’ 















‘While the Joint Sub-Committee was agreed in recommending 
that Sub-Committee J consider the inclusion of some provisions for 
consultation on the liquidation of such stock piles, the Joint Sub- 
Committee has not examined the merits of either of the texts 
reproduced above and is merely transmitting them for information 
and to provide a possible basis for discussion.” 





1 This reservation was withdrawn in Committee III. 
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33. The Sub-Committee decided to recommend the insertion 
, new Article, to follow Article 31, dealing with the liquidation 
non-commercial government stocks of primary commodities. 
term “ non-commercial purposes” was used to make clear 
t the stocks held by governments for commercial purposes’ 
those of state trading enterprises, are excluded from the 
visions of the proposed new Article. The main reason for the 
lusion of Article 31 A [32] was to provide machinery for prior 
nsultation in regard to the liquidation of stocks accumulated 
security reasons. It is implied in the text of the Article that 
e Organization on receipt of notice as provided shall advise the 
mber governments accordingly. 
34. The Sub-Committee considered that Article 31A [32] did 
in any way affect the obligations of Members under Article 30 
as it relates solely to public or prior notification of an intention 
iquidate stocks. 


' In Committee III the delegation of Chile recorded a reservation which was 
ibsequently withdrawn in the final Plenary Meeting. 
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IV. REPORTS RELATING TO THE 
FOURTH COMMITTEE 


RESTRICTIVE BUSINESS PRACTICES 


This section contains the Report of the Fourth Committee. The 
Sub-Committee Report (E/CONF.2/C.4/5) has not been reproduced 
since virtually all of its contents as modified by the full Committe« 
were incorporated in the Committee Report. 


REPORT OF THE FOURTH COMMITTEE: 
RESTRICTIVE BUSINESS PRACTICES? 


1. The Fourth Committee, established by a decision of the 
[Third Plenary Meeting to examine Chapter V of the Geneva draft 
(Restrictive Business Practices), considered all the amendments 
proposed to that Chapter and, subject to the reservations mentioned 
in Part I of this Report, agreed on the new text of Chapter V. 


> 


2. Dr. C. CHARLONE (Uruguay) was appointed Chairman, and 
Mr. A. J. van VELDEN (Union of South Africa) Vice-Chairman; on 
Mr. van Veldens’ departure from Cuba on 16 January 1948, Mr. B. N 
BANERJI (India) was appointed as his successor. In the absence 
of the Chairman and Vice-Chairman Mr. de Barros (Brasil) pre 
sided at one meeting of the Committee. 


3. After the first reading of the text, the Committee set up 
a Sub-Committee to study all the amendments proposed in relation 
to Chapter V. Mr. J. H. Lopez ALcar (Mexico) was appointed 
Chairman of the Sub-Committe, which was composed of repre- 
sentatives of the following ten delegations: Argentina, Belgium, 
Canada, Ecuador, India, Iraq, Mexico, Norway, the United Kingdom 
and the United States of America. The Sub-Committec held 


t E/CONF.2/53 with Addendum 1. 
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ty-three meetings and submitted its final report to the Fourth 
nittee on 10 January 1948.! 


The Committee held fifteen meetings. 


PART I 
GENERAL COMMENTS 


The delegations of Ceylon, India, Pakistan and Venezuela 
ved their positions on Chapter V, and especially on Article 50 
pending the outcome of discussions on the new Article 18 A.? 
lelegations of Denmark, France, Greece, Norway and Sweden 
rved their positions on Article 50 [53], pending the outcome of 
ssions on the new Article 18 A. The delegation of Colombia 
ved its position with respect to the scope of Article 50 [53}.° 


Che delegation of Argentina reserved its position in respect 


inclusion of “ public commercial enterprises ” within 

of Chapter V and in respect to Article 50 [53].4. In this 
ection the Committee made a clear distinction between the 

acting in a legislative or executive capacity and the State 
uing the activities of a business enterprise. It was considered 
tant to point out that the inclusion of business practices of 
> commercial enterprises in Chapter V does not infringe upon 
overeignty of the State itself, but is designed to bring within 
framework of the Chapter the business practices of publi 
mercial enterprises in so far as they may harmfully affect 
national trade. 


As an aid to proper interpretation of the words 
decision ” a new sub-paragraph was added to Articl 
it was decided to incorporate the following explanatory not: 
he report of the Committee 


The words ‘ decide ’ and ‘ decision ’ (‘ constate ’ 
tion’ in the French text) as used in Articles 44 


E/CONF.2/C.4/5 
See pp. 68-69 for the Report of Sub-Committee B to the 
erning the decision to omit the proposed Article 18 A.; see ¢ 
At the fifteenth meeting of the Committee the delegations c‘ ! 
rway, [ndia, Pakistan and S\ weden withdrew the reservations previo 
lelegations of Chile, El] Salvador, New Zealand and Venezuela re 
tions on Article 50 [53] in the light of the notes adopted at a mee 
that Article. Certain of these reservations were indicated to be of a p 
racter pending further consideration All of these reservations were witl 
ng the final plenary meetings of the Conference 
‘ ‘Selenntenty the delegation of Argentina entered a reservati 
apter (E/CONF.2/74) 


3 
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(except in paragraphs 3 and 4) and 47 [50] relate to conclusions by the 
Organization whether or not particular practices have had, have or 
are about to have the harmful effects described in paragraph 1 of 

Article 44 [46], and do not prescribe the obligations of Members 

Members’ obligations regarding these ‘ decisions ’ are set out in the 

relevant paragraphs of Article 47 [50]. Therefore, such ‘ decisions 

(or constations) are not to be construed as binding the legislative, 

executive or judicial activities of Member States.” 

8. The Committee discussed at length the relation between 
the procedures of Chapter V under Articles 45 [45] and 45 A [48), 
and those of Chapter VIII. In the course of its discussions, the 
Committee had the benefit of a communication from Commit- 
tee VI} setting forth the opinion of that Committee on the subject 
of Chapter VIII in its general relation to other parts of the Charter 
Committee IV found that the question was full of complexities and 
that it was difficult to foresee at this stage all implications of cases 
that may in practice arise. 

However, Committee IV calls attention to the fact that the 
procedures under Chapter V apply to complaints directed against 
harmful effects arising out of business practices of’ commercial 
enterprises, while the procedures under Chapter VIII apply to 
complainis against: Members as such. Therefore, the procedures 


set forth in Chapter V cannot preclude resort by a Member to the 
procedures under Chapter VIII, whenever it considers that there 
is nullification or impairment of the benefits under the Charter by 
another Member. 


PART II 


SPECIAL COMMENTS 
Article 44 {46}. 
9g. In paragraph 1 of Article 44 [46] the words “ and shall co- 
operate with the Organization ” were substituted for the words 
“ individually or through the Organization or in both ways ” in 


order to express the general principle of co-operation between 
Members and the Organization. 


10. In considering paragraph 2, sub-paragraph (c) of 
Article 44 [46], the Committee was of the opinion that the expression 
“effective control of trade between two or more countries ” was 
open to possible misinterpretation. The amendment was designed 
to make it clear that the activities of an enterprise which has been 


granted sole rights of import or export of a particular product in a 


1 See Attachment 2 to the Report of the Sixth Committee. 
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particular country, and which might, therefore, be said to have de 
juve control of trade between that country and any other, will not 
liable to complaint unless it also has de facto control of trade 

| is in a position to exert monopolistic pressure on its suppliers 
ustomers to accept certain terms or conditions. It is clear that 

fa Member’s exports or imports of a product are a negligibly small 
portion of international trade in that product, business practices 

{ firms under that Member’s jurisdiction in respect of this product 
iid not be subject to complaint. Generally speaking an enter- 
rise situated in one country will not be in a position to exert such 
facto control of trade with any other single country unless it 
controls trade among several countrie-, and it is for this 

n that the Committee introduced the more general expression 
effective control of trade among a number of countries”. This 
rase is also intended to cover the less frequent case of an enter- 
prise which exerts de facto control of trade between two countries 


tr. In Article 44 [46], paragraph 3 (a) the term “ third 
parties” was changed to read “others” in order to maintain 
iniformity with the French text of the Geneva draft and to 
eflect the understanding of the representatives of some delegations 
to the meaning of this sub-paragraph. It was the Committee's 
w that the language should be broad enough to allow the proce- 
ires of Chapter V to be applied to (i) cases in which two or more 
rties agree upon the terms of their behaviour towards other 
parties, including prices or other conditions of doing business with, 
ich other parties; and (ii) cases in which ome enterprise 
luding a complex of firms related by common ownership of some 
r all of their respective capital, engages in the practice of monopo- 
istic extortion towards other buyers or sellers. 
The Committee emphasized that this sub-paragraph is not to be 
nstrued as applying to simple price situations where, for example, 
in enterprise during the period of a “sellers” market may be 
harging prices higher than could normally be obtained. It was 
not the Committee’s intention that the Organization should 
exercise functions similar to those of a national price control 
gency. The Committee pointed out that sub-paragraph 3 (a), like 
ll other sections of paragraph 3, can be construed only together 
with paragraphs 1 and 2. 


12. In the French text of sub-paragraph (c), paragraph 3 of 
this Article, the word “ déterminées ” was substituted for the 
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word “ particuliéres ”, as the latter word could be misinterpreted 
as meaning “ private ” 


Article 45A [48]. 

13. The Committee felt that paragraph 7 of Article 45 A [48 
was of considerable importance. This paragraph provides that if 
the Organization decides that certain restrictive business practices 
have harmful effects, it shall call upon the Members concerned 
to take remedial action. The paragraph provides further that the 
Organizations may make recommendations to the Members con- 
cerned regarding remedial measures to be taken in the particular 
Cade 

[n view of its importancethe Committee called attention to this 
distinction between a decision of the Organization and a recommen- 
lation. The term dectsion relates to conclusions by the Organiza 
tion as to whether the practices in question have harmful effects 
he term recommendation relates to specific or general sugges- 
tions formulated and advanced by the Organization which set 
forth a course of action that might be followed to advantage by 
the Members concerned in remedying the situation under complaint 
[It is not contemplated in paragraph 7 that in every case such a 
recommendation would be proper or necessary. In simple situa 
tions involving one or perhaps two countries, a recommendation 

y the Organization might not be appropnate; however, in com 
x cases involving a number of countries, it is frequently difficult 
not impossible, for one country to act effectively and properly 
the absence of knowledge as to the lines of conduct which other 
uuntnies propose to follow. In the view of the Committee 
ippeared inadvisable to require the Organization to make recom 
mendations in every case or to define the type of cases in which 
recommendations would be appropriate. This matter should b 
left to the discretion of the Organization. 


Article 47 [50]. 
14. In Article 47 [50], the transposition of the words “ in 
accordance with the Member’s system of law and economic organ 
ization” and the addition of the word “constitution ” to para 


graph 1, were intended to make it clear that in implementing the 
obligations undertaken by a Member in terms of this Article 


has to proceed in accordance with its own system of political 
and economic organization. The nature of the exact legal or 
administrative implementations of these obligations would accord- 
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vary from country to country, and no impairment of funda- 
il legislation or basic economic policy would be involved in 
effect to a Member’s obligations under this Article. In 
words the phrase “ system of law” is complementary to the 
‘constitution ” or “ basic legislation”. The words “ cons- 
tion” and “system of law” represent two different concepts 
ne the actual existence of basic fundamental legislation, and the 
the general legal framework within which remedial action 
arried out by a Member of the Organization 
15. A small amendment in paragraph 1 of Article 47 [5 
es it clear that the practices referred to in Article 47 [50 
espect of which Members undertake obligations are those 
h meet the conditions of paragraphs 1, 2 and 3 of Article 44 [46 


Article 48 [51 
(6. It was the intention of the Committee that the co-operative 
n permitted under Article 48 [51], paragraph 1, should be 
ly voluntary and that this Article should not be construed 
nplying any obligation upon Members to participate in co 
itive action. The Committee was also of the opinion that the 
ties to such co-operative action should be those Members directly 
rested in any particular instance of restrictive business practices 


Article 50 [53]. 
17 [he alteration of the word “ banking ” in the first sentence 
iragraph 1 of Article 50 [53] to the phrase “ the commercial 
vices of banks ”, is designed to make it perfectly clear that the 
nking operations to which the paragraph refers are simple 
financial services directly and intimately connected with inter 
1ational commercial transactions such as the provision of short 
rm credit facilities to cover imports and exports of goods; and 
alteration of the phrase “in relation to them” to the phrase 
enterprises engaged in these activities in international trade” 
intended to show that the paragraph refers only to banking 
nstitutions which are themselves directlv engaged in international 
mmercial transactions. 
The Committee agreed that the provisions of Article 50 [53 
» not refer to such activities as the regulation of internal credit 
of internal monetary circulation by a central bank or to longer 
rm international lending by a governmental agency. 
[he note to Article 50 [53] was added in order to avoid conflicts 
responsibility and jurisdiction between the International Trade 
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Organization and the proposed Inter-governmental Maritime Con- 
sultative Organization. 


18. Electricity as a service or as a product is covered by 
Chapter V. On the question of whether electricity should be 
considered as a product and its transmissions as a service, th 
Committee felt that it should be left to the Organization itself to 
come to a conclusion. 


Article 51 [54]. 


1g. The first sentence of paragraph 1 of the new Article 51 [54 
was intended to make it clear that action by commercial enterprises 
necessary to implement, for instance, an inter-governmental 
commodity control agreement which meets the requirements of 
Section C of Chapter VI cannot be subject to challenge under 
Chapter V, but that effects of such action which are restrictive 
beyond the scope and purposes of the said agreement may be 
subject to complaint. 


20. The Committee agreed that the use of the words “ may 
have ” in paragraph 1 of Article 51 [54] did not entail any extension 
of the provisions of Chapter V. 

21. Paragraph 2 (a) specifically lays down that single contracts 
of purchase, sale or lease concluded between two commercial 
enterprises whether public or private, shall not except in the 
special circumstances set out in the proviso be considered as 
falling within the meaning of the term “ business practices ” as 
used in this Chapter. It was believed that this provision would 
be a safeguard against certain types of complaints which did not 
properly fall within the scope of Chapter V. 

22. An alteration in the definition of public enterprises was 
made in paragraph 2 (0) (i) in order to distinguish between the 
actions of a State when acting in its sovereign legislative or admi- 
nistrative capacity and when acting in a trading or commercial 
capacity. In the former case the actions of a State are not subject 
to investigation under Chapter V. 


23. The delegation of India accepted paragraph 2 (d) of 
Article 51 [54] provisionally and reserved its mght to reconsider 
its position in the plenary session. 
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REPORTS RELATING TO THE 
FIFTH COMMITTEE 


NTER-GOVERNMENTAL COMMODITY AGREEMENTS 


This section contains the following documents relating to the 
work of the Fifth Committee: 


(i) Report of the Fifth Committee 
Report of the Drafting Sub-Committee of the Fifth Committee 
Report of Sub-Committee A of the Fifth Committe 
Report of the Joint Sub-Committee of the Fifth and Sixth Commit 
tees 
Note on a Resolution concerning the Interizi Co-ordinating Comittee 
for International Commodity Arrangements 


REPORT OF THE FIFTH COMMITTEE: 
TER-GOVERNMENTAL COMMODITY AGREEMENTS! 


The Fifth Committee was charged with the examination of 
Geneva draft of Chapter VI — Inter-governmental Commodity 
reements, together with the amendments to this Chapter pro- 
ed by delegations. 

2. Mr. George HAkim (Lebanon) was elected Chairman and 
Mr. Mauritz Bonow (Sweden) was elected Vice-Chairman. 
3. The Committee was able to resolve all issues before it. To 
facilitate its work the Committee established two Sub-Committees 
nd a Joint Sub-Committee with the Sixth Committee. 


4. The Committee recommended adoption of a resolution 
regarding the composition of the Interim Co-ordinating Committees 
International Commodity Arrangements.’ 


5. The next Section of this Report includes for each Article 
of Chapter VI the action taken by the Committee on amendments 


* E/CONF.2/39 and 40. 
2 The Resolution is contained in the Final Act and Related Documents 
(ICITO. 1/4 or E/CONF.2/78). 
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proposed by delegations The delegations of Colombia, El Salvador! 
and Guatemala* reserved their position on the action by 
Committee rejecting the Colombian proposal for a new Artic 


SEC1ION A. — INTRODUCTORY CONSIDERATIONS 


Articles 52 [55 Difficulties Relating to Primary Commodit 
[here were no amendments proposed to this Artick 
[he footnote to the Geneva text was withdrawn 


The Committee adopted the Geneva text 


Article 53 [56]. — Primary and Related Commodities 


1. Amendments were proposed by the delegations of (| 
taly and Uruguay. 

2. The Committee accepted the principle of the proposal 
the delegation of Chile that the definition should be uniforn 
throughout the Charter. The Central Drafting Committee 
the appropnate changes.* The proposal of the delegation of Ita 
was withdrawn. The Committee did not accept the proposal | 
the delegation of Uruguay. 


Article 54 [57]. — Objectives of Inter-Governmental 
Commodity Agreements. 


1. Amendments were proposed by the delegations of Ceylon 
Chile, Cuba, El Salvador, Mexico, Philippine Republic, Uruguay 
and Venezuela. 

(a) In consideration of the proposal by the delegation of Chil 
the Committee revised the preamble of this Article. 


[he dclegation of El Salvador withdrew its proposed amendment 
to the preamble. 


(6) Arising out of the proposal of the delegation of Mexico 
the Committee revised sub-paragraph (0d) of this Article. 


+h 


| The reservation by the delegation of El Salvador was withdrawn during the 
final plenary meetings of the Conference 

2 The reservation by the delegation of Guatemala was withdrawn prior to th 
final plenary meetings of the Conference 

3 E/CONF.2/40 


e 
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c) In consideration of the proposals by the delegations of 
Ceylon, Cuba, El Salvador, Mexico, Philippine Republic, Uruguay 
and Venezuela to amend sub-paragraph (c) the Committee substi- 
tuted the phrase “ such prices as are fair to consumers and provide 
a reasonable return to producers ” for “ fair to consumers and remu- 
nerative to efficient producers” in the Geneva text. The Com- 

» agreed, in view of the purpose of the Venezuelan proposal 
to amend Article 59 [62], to insert the words “ prevent or ” between 
to” and “ moderate ” in the Geneva text. 


i) The proposal by the Cuban delegation to amend sub- 
paragraph (e) was withdrawn. The Committee accepted an 
iddition to the text incorporating the sense of the footnote to the 
eneva text. (See Report of Drafting Sub-Committee.)! 


e) The proposals by the delegation of El Salvador to add two 
sub-paragraphs to this Article were withdrawn. The Com- 
tee decided against acceptance of the new sub-paragraph proposed 
the Uruguyan delegation. 
Note: In connection with the amendments proposed to Article 54 
57] attention is drawn to the addition in Havana of present 
sub-paragraph (d) of paragraph 1 of Article 69 [72] to cover 
nternational agreements concerned with the relationship between 
world prices of primary commodities and manufactured goods. 


TION B. — INTER-GOVERNMENTAL COMMODITY AGREEMENTS 
In GENERAL 


Article 55 [58]. — Commodity Studies. 


1. Amendments were proposed by the delegations of Ceylon, 

El Salvador, and Uruguay. 
2. To meet the proposals of the delegations of El Salvacor 
and Uruguay the Committee substituted “considers itself” for 
in the first line of paragraph 1 and “ itself” for “ that it is ” 
in paragraph 2. The Committee agreed that the intentions of the 


Ceylon proposals were in fact covered by the existing text. 


Articie 56 [59!. — Commodity Conferences. 


I. Amendments were proposed by the delegations of Cevlcn, 
Egypt, El Salvador, and Peru. 


' E/CONF.2/C.5/8. 


SSS O—54—pt. 4 
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2. The proposals of the delegations of Peru and El Salvado, 
to add a new paragraph to this Article were withdrawn. Thy 
Committee revised paragraph 1 and substituted “itself” for 
“that it is” in paragraph 2 to meet the proposals of Ceylor 
Egypt and the balance of the El Salvador amendment. 


Article 57 [60]. — General Principles Governing Inter- 
Governmental Commodity Agreements. 


1. An amendment was proposed by the delegation of the P} 
lippines but later withdrawn. 


2. The Committee adopted the Geneva text. 


Article 58 [61). — Types of Agreements. 


1. Amendments were proposed by the delegations of Mexico 
an? India. 


2. To provide for a smooth transition at the time when ar 
‘“ expansion ” agreement becomes a control agreement, paragraph § 
was redrafted. The Committee redrafted paragraph 6 to cover the 
first part of the Mexican proposal, and the remaining two part 


of this amendment were withdrawn. As the amendment propos 

by the Indian delegation was consequential to their proposal t 
Article 64 [67], it was dealt with during the consideration of that 
Article. 


SECTION C. — INTER-GOVERNMENTAL COMMODITY 
CONTROL AGREEMENTS. 


Article 59 [62|. — Circumstances governing the use 
of Commodity Control Agreements. 


1. Amendments were proposed by the delegations of Ceylon 
and Venezuela. 

2. Although the Committee did not accept the Ceylon proposal 
to delete this Article, it endeavoured to meet the points made in in the 
discussion of this proposal by deleting paragraph 2 and inserting 
a revised preamble to this Article. The Venezuelan proposal was 
dealt with by amending paragraph (c) of Article 54 [57]. 


Article 60 [63|. — Additional Principles Governing 
Commodity Control Agreements. 


1. There were no amendments proposed to this Article. 
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In order to incorporate the sense of the explanatory footnote 
paragraph (a) the Committee agreed that the words “ rea- 
prices ” in the Geneva text should be replaced by the words 
es which are in keeping with the provisions of Article 54 
The Committee agreed to delete the explanatory 

to sub-paragraph (0) of this Article. 


le 61 [64]. — Administration of Commodity Control Agreements 


ere were no amendments proposed to this Article and the 


ittee adopted the Geneva text. 


le 62 [65]. — Inttial Term, Review and Renewal of 
mmodity Control Agreements [Inttial Term, Renewal 
and Review of Commodity Control Agreements). 


An amendment was proposed by the delegation of Costa 


[he Committee did not accept this proposal and adopted 


eneva text. 


Article 63 [66]. — Settlement of Disputes. 


[here were no amendments proposed to this Article and the 
mmittee adopted the Geneva text. 


SECTION D. — MISCELLANEOUS PROVISIONS. 


Article 64 [67]. — Relations with Inter-Governmental 
Organizations. 


Amendments were proposed by the delegation of India. 
[he Committee decided that this proposal together with a 
juential proposal to Article 58 [61] should not be accepted. 
ver, it was agreed to delete the words “ on the basis thereof ” 

m sub-paragraph (c) of the Geneva text. 


65 [68]. — Obligations of Members Regarding Existing 
and Proposed Commodity Agreements. 


Amendments were proposed by the delegation of Argentina. 


The Committee revised the text to incorporate the intention 


t these amendments. 
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Article 66 [69]. — Terntorial Application. 


There were no amendments proposed to this Article and th 
Committee adopted the Geneva text. 


Article 67 {70}. — Exceptions to Provisions Relating to Inter. 
Governmental Commodity Agreements [Exceptions to Chapter VI 


1. Amendments were proposed by the delegations of Norway 
and the United States. 

2. The Committee adopted a new sub-paragraph 1 (d) covering 
the proposal by Norway and recommended to the Third Committe 
that a comparable exemption be inserted in Chapter IV. Thi 
exemption had been agreed to by the Third Committee. As regards 
the United States proposal the Committee accepted the principk 
involved; however, it referred the matter to the Joint Sub-Com- 
mittee of the Fifth and Sixth Committees which recommended 
that the proposal be met by amendments elsewhere in the Charter 
[his recommendation was accepted (see page 145). 


Proposed New Article. 


1. The addition of a new Article to Chapter VI was proposed 
by the delegation of Colombia. 


2. The Committee did not accept this proposal. The dele- 
gations of Colombia, El Salvador! and Guatemala? reserved 
their position. 


Note: The Committee agreed to recommend to the Third Com 
mittee that the word “terms” be substituted for the word 
“ obligations” in Article 43 [45] paragraph I (h) [x (a) (ix)]. The 
Third Committee approved a redraft of this provision deleting the 
word “ obligations ”. 


REPORT OF THE DRAFTING SUB-COMMITTEE OF 
THE FIFTH COMMITTEE 3 


The Drafting Sub-Committee was established to consider 
(a) the interpretative footnotes to the Articles, and 


(6) the preamble to Article 54 [57]. 


1 The reservation by the delegation ot El Salvador was withdrawn during the 
final plenary meetings of the Conference. 

2 The reservation by the delegation of Guatemala was withdrawn prior to the 
final plenary meetings of the Conference. 

3 E/CONF.2/C.5/8. 
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[he Sub-Committee was composed of the representatives of 
ntina, Australia, Colombia, France, India, the Netherlands, 
United Kingdom and the United States of America. 

R. B. SCHWENGER (United States) was elected Chairman. 


Explanatory Note to Article 54 [57] (e). 


t was decided to submit to the Fifth Committee the following 
t of sub-paragraph (e), which would incorporate the sense of 
footnote in the text: 
to provide for the expansion of the production of a primary 
commodity where this can be accomplished with advantage to 


consumers and producers, including in appropriate cases “the 
distribution of bastc foods at spectal prices.” 


e representative of the Food and Agriculture Organization 
icipated in the discussion of the Sub-Committee and expressed 
reement with this draft. 


Explanatory Note to Article 60 [63]. 


T} 


[The delegate of Cuba participated in the discussion of the 
n to be taken on this footnote. 

[he Sub-Committee considered it inadvisab:. to make a recom- 
lation regarding the status of this footnote, as the adoption 
text for Article te {S7] (e) would necessarily influence the 
tion of Article 60 [63] (a) in regard to the term “ reasonable 


Preamble to Article 54 [57]. 


[he Sub-Committee submitted for consideration by the Com- 
e the following text of the preamble: 
“ The Members recognize that inter-governmental commodity 


greements are appropriate for the achievement of the following 
bjectives: ” 


[he delegate for Chile participated in the discussion of the item 
nd agreed that this text should be submitted to the Committee 
The explanatory footnotes to Articles 52 [55] and Article 60 


63), sub-paragraph (5) were deleted in Committee and were not, 
therefore, before the Sub-Committee. 
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REPORT OF SUB-COMMITTEE A OF THE 
FIFTH COMMITTEE ! 


PART I 


Sub-Committee was given the following tern 


ill 


to consider all proposed amendments to Chapter VI, toget} 
with the suggestions made during the discussions in 
mittee V of these proposed amendments; and 


’ recommend texts which would reconcile the various 1 
view expressed.” 


f 


[he Sub-Committee consisted of representatives of 
delegations: Argentina, Australia, Colombia, | 
+! Salvador, France, India, Italy, Netherlands, Paki 


the United Kingdom and the United States of Am 
‘Ir. R. B. SCHWENGER (United States) was elected Chair 


\ number of representatives of delegations not appoint 
o the Sub-Committee attended as abservers and, as far as pos 
ch representatives participated in the discussion of parti 
imendments for which they were primarily responsible. Ol 
vers from the Food and Agriculture Organization, Internati 
Co-operative Alliance and International Federation of Agricult 
Producers also attended. 


here follows in Part II a brief statement of the dispositi 


each of the matters dealt with. 


PART II 
Article 42 | 55). Difficulties Relating to Primary Commod1tte 


[he Sub-Committee noted the fact that the explanatory 


to Article 52 [55] was withdrawn in Committee 


Article 53 [56 Primary and Related Commodities 


1. The Sub-Committee discussed the proposals of the 


gation of Uruguay regarding paragraph 1 of this Article. 


E ‘CONF.2/C.5/9. During the consideration of this Report by the 


ttee A was not subject to adoption by the Committee and that it was 
nt of the considerations underlying the decisions of the Sub-Comn 
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preamble, dealing with the extent of application of t 
ns, Was considered to raise similar questions to tl 
d in the Chilean amendment which the Committees 


to refer to the Central Drafting Committee 


[he latter part of the Uruguayan amendment would 1 
ng equipment in the definition of a primary comm 
permit separate agreements for such 
general opinion of the Sub-Committee that this 
le, largely on the grounds that such equipme 


ty 
LCl¢é 


characteristics from primary commodi 
for such equipment would, in practice, tend 
f cartels, with unfavourable results for the 
nt: and that, because of lack of 
quipment, multilateral 
practicable 
connection, concern was expr 
ition of non-primary products in short 
ttee took note of the fact that agreem 
ition of non-primary products in 
plated under Article 43, II (a) [45 
» Chapter IV. Moreover, it was agreed that 
ated that members of a commodity conference 
Commodity Council under a primary commodity 
nt (Article 61 [64]) might discuss and seek agreeme! 
any or all phases of a commodity problem 
relating to production difficulties 
[he delegation of Italy, in the light 
tee, withdrew its proposal to alter the 


paragraph 3 


} 


Objectives of Inter-Governmental 


Commodity Agreement 
imble 
proposal by El Salvador to replace the 
only ”’ was withdrawn in view of the new 
recommended by the Drafting Sub-Committee 


paragraph (b). 
[The Sub-Committee discussed the proposed amendment 
delegation of Mexico to include in this paragraph mention 


T yr of NnNrim 


promotion of the processing of primary 
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the producing countries. It was agreed to recommend the additior 


to sub-paragraph (6) of the words: 


‘including, as far as possible, in appropriate cases 
levelopment of secondary industries based upon domest 
production of primary commodities.” 


(ii) The Sub-Committee considered an amendment submitt 
by the delegation of El Savador to the effect that a statement 
yuld be added to Article 54 [57] (6) to make it clear 

the provisions of the sub-paragraph would be applicablk 
ineconomic agricultural industries based on _ protection 
lelegation of El Salvador withdrew its amendment on thé 
inderstanding of the Sub-Committee that the matter was cover 


idequately by the provisions of Article 60 [63] (c) and (d) 


Sub-Paragraph (c). 


[he Sub-Committee considered amendments proposed by tt! 
delegations of Ceylon, Cuba, El Salvador, Mexico, Philippine: 
Uruguay and Venezuela, designed to clarify the term “ fair 
consumers and remunerative to efficient producers ” relating 
the prices which may be negotiated in an agreement designed t 
moderate pronounced price fluctuations. The discussion resulted 
in general agreement that the existing text was sufficiently flexibl 
to cover the substance of all the proposed amendments. In th 
negotiation of a commodity agreement, countries would in fact be 
ible to put forward all of the considerations raised in the ame! 
ments. These were of the nature of elaborations of the phras 
inder discussion, particularly of the word “fair”. Complet 
laboration of the word “ fair’, however, would involve menti 
yf a number of “ fair " considerations besides those raised in 
iumendments. The negotiation would take place in the light 
the objectives of the Charter as a whole, and it was unnecessa! 
to repeat at this point factors which were included more app! 
priately in other parts of the Charter. 

For these reasons the Sub-Committee generally favoured 
retention of the Geneva text.’ It was agreed, however, in conne 
tion with an amendment to Article 59 [62] proposed by the dele- 
ration of Venezuela (see note on Article 59 [62],2 to add the 
words “ prevent or ” in sub-paragraph (c) in order to streng 


1 


[he action of the Fifth Committee on this sub-paragraph is set out in t 
Report of that Committee (see pages 128-129) 
* Page I4I 
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text in regard to the use of commodity agreements to 
ith pronounced price fluctuations. 


paragraph (é). 
Drafting Sub-Committee recommended a text 
i the sense of the footnote to the Geneva text 


roposed New Sub-Paragraphs 
vy sub-paragraphs were proposes 
vr and Uruguay: 


[he proposal by El Salvador for a new sub-paragraph (/ 
vn in the light of the new draft of the preambl 
recommended by the Drafting Sub-Com 
In the discussion of the 

designed ti 
mental agreement procedure to deal th certain policies 
nercial enterprises purchasing their primary commodities, 
n was drawn to the provisions of Chapter V for inter 
mental co-operation on the problems involved [he Sub 


+} . 


ttee thought that, either through the procedures of that 
or, insofar as a specific commodity problem was concerned 
h Article 55 [58], it would be possible to request the 

tudy group to consider these problems. On this und 


egate of El Salvador withdrew the proposal 


[he Sub-Committee agreed that 


yy the delegation of Uruguay, concerning 


ent and facilities required for industrializ 
equately in connection with its conclusions 
ticle 54 [57 
ment to Article 53 
Article 55 [58 
of term “ substantially interes 
Sub-Committee examined the use 
interested ” in Articles 55 {58] and 56 
mittee’s instruction that the term should be 
the Geneva text the term was used bot! 
tively according to the particular context. 


ragraph 1 of Article 55 [58], it had been the original intention 


umit the Members who might ask for a study group to those 
ubDstantially interested” in an objective sense. It was now 
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agreed, however, that any Member substantially interested 
its own (subjective) viewpoint should have the right to ask 
udy group 
[t was therefore agreed to redraft the opening words of 
rT iph rt as follows 
\ny Member which considers itself substantially interé 


the pre auction OF 
was considered that this change would cover the intention 
the amendments submitted by the delegations of Uruguay 
Salvador 
Che Sub-Committee also agreed to a consequential draf 


ge in paragraph 2: “ if the Member considers itself sul 
interested ” 


vers of Study Groups 


l [In regard to the proposed amendments of the deleg 


+ 


of Ceylon the Sub-Committee agreed that the intentions of 
imendments were in fact covered by the existing text. In parti: 

it was understood that the power of a study group to 
commendations to its members and to the Organization 

how best to deal with special difficulties includes the power to 

recommend that the situation requires an agreement or a continuing 
tudy group. Moreover, if the situation warrants, Article 56 [59 

permits going straight to the conference stage without calling 


study group. 


il) It was agreed to strengthen the text of paragraph 
deleting the word “ may ” from the phrase “ which may exist 
in line 7 of the- Geneva text. 


Article 56/{59|. — Commodity Conferences. 


1. [he Sub-Committee arrived at general agreement that 
substance of the amendments to paragraph 1 submitted by Cey 
Egypt and El Salvador, and also of the suggestions made in Com 
mittee’, would be covered by the new text. 


| The following suggestions had been made in Committee, and referred t 
Sub-Committee 


a) in line 3, for “ whose interest represents ” to substitute ‘ whose inter 
represent 
if possible to redraft this paragraph as regards “ substantial interest 
as to introduce the subjective element contained in paragra 
1.e which considers that it is substantially interested 
to state that, on the basis of a request by any Member parti 
affected the Organization should consult with other interested Members 
regarding the need for a conference 
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tituted for substantial ” because the Sub-Con 


+ 
ite! 


the term “ significant ’, the Sub-Committee in 
be taken of considerations additional to 


, 


world production, consumption or 


tial’ might be taken to imply 
that th 


i 


b-paragraph, however, 


as to the extent of M 


nization 
w sub-paragraph (c) agre 
to permit Members, whose 


nt extent on nmodity 
to convene a com conference 


nct from sub-paragraph (é 


nterest is left to the 


tion may reject 
unks that no useful 


ne I of paragraph 
the words “ that it 
of Article 55 


vation ol El Salva 
regarding the powe 


r) 
Lil 


ration ” claus« 

egation of the Philippines with 
Sub-Committee was of tl 

the situation envisaged 

eva text was necessary because 

relation to non-participants 


o to be covered 


wagraph § 
Sub-Committee gave consideration 
nmittee that the last sentence of parag 


1 be redrafted so as to provide for smooth 


lenin 


915 
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time when an “expansion” agreement becomes a commodit 
? 


| agreement through the entry into operation of it 


yntrol 


[t was thought necessary to remove the implicati 
in the present text, that the Organization must 
interested Members together to make a findi 


tially 
at the time the price provisions of any 


nt dec ome opt rative. 


ment f 


The Sub-Committee therefor: 


the new text 


i 


Par ivrabh '@) 
4 


In regard to the proposals of the delegation of Mex 
the delegation’s first 


7 1 
i 


paragraph 6, it was agreed that tl 


¢ to the word “ recommended ”, 


igreed to in Committee for the first sentence of thi 


the 


was covered by 


Regarding the second part of the Mexican amen 
to prevent delay between a study group and a: 
of Mexico agreed to withdrawal 


changes agreed to in Articles 5 


had reduced the danger of delay to a minimum 


it was agreed to extend the “ unreasonable 


sions by adding the words “in the convening or’ 


Oonnection, 


proceedings ” in paragraph 6. 
[In explanation of the third part of the Mexican amer 
nature of agreements rea 


to the “ provisional 
that 


negotiation, it was pointed out 


ied by such action would be subject to 1 
of any conflicting decision which might subsequ 


rit 
At 


hed bya properly constituted commodity conference 
agreements reached by direct negotiat! 


A 


pointed out that 
| have to conform to the other provisions of Chapte 
is understanding the amendment was withdrawn. 


At the suggestion of the Cuban member the Sub-Committee 
for the purposes of clarification, paragraph 6 sh 
the provisions of Article 59 [62]. It wa 


i that, 


references to 


i1t 


ise of the term “ recomme 
use in regard to study gr 
Substitution 


lead to misunderstanding 
was the use 


an alternative suggestion 


nbers shall enter into a new commodity control agreeme 


onference called 
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agreed to make the following additions 


in line 4, after “ Article 56 [59] ”, to add 


appropriate finding has been made in accorda 


Article 59 |62 
to insert at the end he paragraph provi 
the situation falls with the cas 


Articles 59 |62 (6) and 


Circumstances governin 


Contre l A oreements 


cussing In 
Article, the representative 
at the determinations required 


ted to call for a procedural step 


v text is intended to make 
et out in Articlés 
Committee took t! 

be mad by 


ommodity conference 


ing from discussion on a new 
ed by the delegation of Venez 
rreed to amend Article 
Keport As concerns the 
igreement that 
use of control agrt 


was covered 


ivagraph (a). 

order to incorporate in the 

xplanatory footnote to sub-paragraph 
the text as follows: 


for world « 


Article 54 [57 


is wording was subsequentl; 
he Fifth Committee altered this \ 
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Article 62 [65). — Initial Term, Review and Renewal 
»f Commodity Control Agreements. 
Paragraph 1 
[he amendment proposed by the delegation of Costa Rica wi 
have removed the limit on the term of a commodity control ag 
ment. One delegation wished to fix a shorter maximum tern 
[here was general agreement in favour of retaining the existing 


{rticle 64 [67 Relations with Inter-Governmental 


Organizations. 


Discussion of the amendment proposed by the delegation 

[India resulted in a general agreement that the existing text s] 

be retained. It was felt that this text provided an appropmat 
recognition of the special responsibilities of the FAO in the fi 
food and agriculture. The FAO has continuing responsibility in thi 
field, and this was emphasized in Article 64 [67]. The ITO would 
have the responsibility for inter-governmental commodity agre 
ments wiih respect to which Members of ITO were granted e 
tions to the general commercial provisions of the Charter. 1 

fore. The ITO should appropriately be the organization to conv: 
conferences to negotiate such agreements. Under the provisiot 
of Article 84 [87] a detailed working agreement would have t 
made between the two specialized agencies, to provide for effectiv 


co-operation in their related fields of activity. The representativ: 


of India indicated that his delegation reserved its position pendi 
discussion in Committee. 


Obligations of Members regarding Existing 
and Proposed Commodity Agreements. 
J 5 


In order to give effect to the proposal by the delegation 
Argentina to amend paragraph I, it was agreed that the last sen 
tence of paragraph 1 should read: 


‘ If, after review, the Organization finds that any such agreement 
is inconsistent with the provisions of this Chapter, it shall com 
municate such findings to the Members concerned in order to se 
promptly the adjustment of the agreement to bring it into conforn 
with the provisions of this Chapter.” 


1 The Fifth Committee subsequently agreed to amend this Article by deletin 


on the basis thereof See the records of the Twelfth Meeting) 
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nilarly the amendment proposed by Argentina to the second 
of paragraph 2 was given effect by amending that sentence 


If, after review, the Organization finds that any such negotia 
ns are inconsistent with the provisions of this Chapter, it shall 
municate such findings to the Members concerned in order to 
ire prompt action with regard to their continued participation in 
negotiations. 


67 [70]. — Exceptions to Provisions Relating to Inter 


nmental Commodity Agreements. [Exceptions to Chapter V1 


raph I. 


[he Sub-Committee accepted the proposal of the dele- 
of Norway to exclude, subject to safeguards, certain conser 
igreements from the provisions of the Chapter, and agreed 

addition of a new sub-paragraph (d) to paragraph 1 of 

07 7O : 
was pointed out that a comparable exemption would be 
in Chapter IV, and it was agreed to refer this matter to the 
Committee. 


Regarding the amendment proposed by 
the United States,! the Sub-Committee reached agreement on the 


wing points: 


a) That the Charter should be amended to make clear that 
it was intended to have an exception for action relating 
to primary commodities as defined in Article 53 [56] taken 
in concert as well as taken unilaterally, applying to the 
requirements of national security -— in whatever way the 
reference to national security should appropriately be 
drafted. 

That it was desirable that the exceptions be drafted as 
narrowly as possible consistently with achieving adequately 
the purpose of the exceptions. 


That decision as to (i) the drafting of the exception, and 


(ii) its location in the Charter, might best be taken in 
connection with the discussion of the related portion of 
Article 94 [99], though not necessarily by the Committee 
responsible for that Article. 


1 « ~ c 
see also the Report of the Joint Sub-Committee of the Fifth and the Sixth 


ii¢€ 
Committees. 
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(zd) That the Sub-Committee should report that the fol! 
two texts had been before it for discussion: 


Proposal 1 the addition of the following sub-paragraph 


(e) to any inter-governmental commodity agree 
ment, or any provision in such an agreement 
made to meet the essential requirements 
national security.” 

Proposal 2 

i) The addition of the following sub-paragraph 

‘(e) to any inter-governmental agreement « 
cluded solely for the purpose of the 
commercial accumulation of reserves 
primary commodities for military purpos 
or of the expansion of facilities for the p1 
duction of such primary comm 
Provided that any Member, not bei 
party to such agreement, may bring a 
plaint that its commercial intere 
seriously prejudiced by the operation 
agreement and the Organization, 
finds, shall request the participating Mem 
bers to consult with the complaining Mé 
ber in order to safeguard the | 
commercial interests ”; and 


(ii) The addition of the following new paragrap! 


“Any Member accumulating non-commer 
cial reserves of primary commodities for militar 
purposes under an inter-governmental agreement 
to which paragraph (1) (e) of this Article applies 
shall not make arrangements for the commercia 
liquidation of such reserve stocks in such a waj 
as to injure the commercial interests of producers 
of the commodities in question, and shall « 
with the Organization as to the best meai 
that end.” 

Proposed New Article. 

[he Sub-Committee considered the proposal of the delegation 
of Colombia to insert a new Article which would except from 1 
Chapter agreements concluded by countries whose econom 
depend essentially on the export of certain primary commodities 
to defend the prices of these commodities against the effects 
pronounced -short-term fluctuations in foreign markets. Ther 
was general agreement that the proposed amendment would wide! 
the terms of Chapter VI by permitting producer countries 
conclude agreements not contemplated under the present text a! 
would not accomplish the intention of the proposal because 

(i) consumer countries would insist on equivalent nights which 

might nullify its aims, and 
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its purposes could not be achieved without adequate 


participation by consuming countries 


is generally felt that the purpose of the amendment could 
ichieved through inter-governmental agreements made in 
ince with the present provisions of the Chapter. The 
ntative of one delegation called attention to Article 27 as 
ting a possible solution to the problem raised by the proposal 


presentative of Columbia reserved his position 


Note on References in Chapter IV 
nsidering the relation of Chapter VI to the Charter as a 
t was agreed to recommend to the Committee that is should 
the desirability of requesting Committee III to amend 
I iph I (h) of Article 43 15 to read as follows: 


undertaken in pursuance of the terms of inter-governmental 


commodity agreements concluded in accordance with the 


provisions of Chapter VI; or’ 


was considered that the word “ terms ” conveys more appro 

the understanding of the Sub-Committee as to the desired 

from Chapter IV. It was felt that the word “ obliga- 
was subject to possible misinterpretation. 


PORT OF THE JOINT SUB-COMMITTEE OF THE 
FIFTH AND SIXTH COMMITTEES} 


With the agreement of the Sixth Committee, the Fifth Com- 

ee at its thirteenth meeting approved the establishment of 
nt sub-committee, consisting of the members of Sub- 

nmittee I of the Sixth Committee, together with representatives 

Fifth Committee, to 

draft an exception for national security in relation to inter- 

governmental commodity agreements on the basis of the recom 

mendations contained in the Report of Sub-Committee A of the 

Fifth Committee, and 

recommend regarding the location in the Charter of such an 

exception. 

The Joint Sub-Committee consisted of representatives of 
lollowing delegations: 


E/CONF.2/C.5/14. 


888 O—54—nt. 4 
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Australia Ira 

Chile Netherlands 

Costa Rica New Zealand 
Czechoslovakia Pakistan 

Denmark Philippines 

Guatemala Union of South Africa 
France United Kingdom 

India United States of America 


3. Mr. Luis Trnoco (Costa Rica) was elected chairman of the 
Joint Sub-Committee. 


4. The Sub-Committee reached agreement on the following 
points 


a) that the exception to be made regarding the requirements 
of national security should appear in Article 94 [99/ 


(6) That the terms of this exception should be as follows 


“ Nothing in this Charter shall be construed 

“(c) to prevent any Member from entering into or carrying 
out any inter-governmental agreement, or other agre¢ 
ment on behalf of a government for the purpose specified 
in this exception, made by or for a military establishment 
for the purpose of meeting essential requirements of the 
national security of one or more of the participating 
countries.” } 


c) That the insertion of this provision in Article 94 [g9) be 
accompanied by the addition to Section D of Chapter IV ofa 
provision for consultation on the liquidation of any stock 
piles accumulated pursuant to this paragraph of 
Article 94 [99]. 


5. The Joint Sub-Committee communicated informally to the 
Sub-Committee of the Third Committee dealing with Section D of 
Chapter IV its views concerning the desirability of amending that 
Section to cover consultation on the liquidation of stocks and also 
transmitted to that Sub-Committee possible texts for such 
provision which might serve as a basis for discussion. The repre- 
sentative of the United Kingdom indicated that acceptance by his 
delegation of the proposed new paragraph in Article 94 [99] was 
contingent upon the insertion elsewhere in the Charter of a satis- 
factory provision relating to consultation on the liquidation 
stocks.? 


1 This sub-paragraph was subsequently redrafted by the Central Drafti: 


Committee 
° 


* This was dealt with by the Third Committee and a new Article 32 relating 
to consultation on liquidation of stocks was inclnded in Section D of Chapter [\ 
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The Joint Sub-Committee considered the possible inclusion 
he word “ solely ” before “ for the purpose of . . .” in the 

t recommended for the new paragraph (c) of Article 94 [99] but 

that the question of including or omitting this qualifying word 

ild be dealt with by Sub-Committee I of the Sixth Committee 
lation to Article 94 [99] as a whole. 

7. It is suggested by the Joint Sub-Committee that the Central 
fting Committee might be asked to consider whether at the end 
proposed new paragraph of Article 94/99], the word 
untries ” or the word “ states ” should be used.? 

The representative of Iraq indicated that his delegation 

not agree to the inclusion of the proposed new paragraph in 


the 


* 
A 4 


ld 


ticle 94 [99] pending determination of the final shape of the whole 
Article 94 [gg] in the light of the amendment submitted by the 


[ragian delegation.? 


ON THE INTERIM 


TE CONCERNING A RESOLUTION 
CO-ORDINATING COMMITTEE FOR INTERNATIONAI 


COMMODITY ARRANGEMENTS 3 


During the first session of the Preparatory Committee a resolu 
to the Economic and Social Council 
Interim 


Arrangements 


was communicated 
_o-or¢ linating 


mmending the establishment of an 

mmittee for International Commodity 
nnexure g to the Report of the first session, document E/P* 
On the basis of this recommendation, which was endorse 

yposals 


(see 
33 


1 in 


rinciple by the Preparatory Commission on World Food Pr 
f the Food and Agriculture Organization, the Economic and Social 
uncil adopted a resolution on 28 March 1947 requesting the 
retary-General of the United Nations to appoint such an interim 
-ordinating committee which would have the function of keeping 
formed on, and facilitating by appropriate means, inter-govern 
nental consultation on action with respect to commodity problems 
e Resolution of the Economic and Social Counci! provided that 
the Committee should consist of “a Chairman to represent the 
Preparatory Committee of the United Nations Conference on Trade 


iin 


including 


’ The word “ countries ’ 


’ was retained 
* The representative of Iraq subsequently agreed to the revised Article, 


this provision. 
§ See E/CONF.2/C.5/10 and E/CONF.2/42 
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and Employment, a person nominated by the Food and Agricultur, 
Organization of the United Nations to be concerned in particular 
with agricultural primary commodities, and a person to be concerned 
in particular with non-agricultural primary commodities.” 

In view of the fact that the Preparatory Committee had ceased 
exist, it was considered appropriate that the Conference propose 
that the composition of the Interim Co-ordinating Committee by 

vised to provide that the Interim Commission for the Internationa 


t 


[rade Organization should assume in respect of this Co-ordinating 


Committee the position previously filled by the Preparatory Con 
mittee 
[he Fifth Committee recommended the text of a r 


ion to a Plenary Session of the Conference. The Conference 


contained 
therein were accepted by the United Nations Economic and Socia 


Council during its sixth session 


ipproved the resolution’, and the recommendations 


1 


The Resolution is contained in the Final Act and Related Documents (ICITO.1/4 
or E/CONF.2/78) 
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REPORTS RELATING TO THE 
SIXTH COMMITTEE 


ORGANIZATION 


‘his section contains the following documents relating 
work of the Sixth Committee 


Report of the Sixth Committee 


Attachment I Report of the Sixth Committee upon the qu 


of an Interim Commission for the International Trade Organizat 


Attachment 2—Noiification by the Sixth Commit to the ot! 


t 1ittee 
Committees of the Conference concerning the Relationship betw 
Chapter VIII and other parts of the Charter 


t 


The reports of the Sub-Committees have not been reproduce 
virtually all of their contents were incorporated in the Report 
Committee 


REPORT OF THE SIXTH COMMITTEE: ORGANIZATION ! 


[The Sixth Committee was charged with the consider 
Chapters I (Purpose and Objectives), VII (The In 
ide Organization), VIII (Settlement of Differences 
tion) and IX (General Provisions) of the Draft Charter 
the Preparatory Committee [he Committee, 
urmanship of Mr. Erik CoL_BAN (Norway), held 
etings. 


2. The Committee established seventeen sub-committe: 


t 


incipal ones being those set up to discuss Article 1 (Purposs 


Objectives), the proposal of the delegation of Mexico to esta 
Economic Development Committee and related matters 
ib-committee worked jointly with a sub-committee of the 
Committee), Article 75 [78] (Composition of the Executive Board 
\rticle 8r [no equivalent article in the Havana Charter 
lariff Committee), Chapter VIII (Settlement of Differenc: 


Interpretation), Article 93 {98} (Relations with Non-Members 


1 E/CONF.2/68 with Addenda 1 and 
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Article 94 [99] (General Exceptions) and Articles 95, 96, 98, a9 
and 100 [100, 101, 103, 104, 106] (Amendments, Review of the 
Charter, Entry into Force and Registration, Territorial Application 
and Deposit of Texts respectively). The composition of these 
sub-committees was as follows: 


Sub-Committee on 
s%b-Commuttee on Sub-Committee on Article 81% 


irticle x } Article 75 (78)* [No Corresponding Article 


Argentina Argentina Brazil 

Belgium (Chairman) Australia Canada 

Ecuador Belgium China 

Egypt Brazil Cuba (Chairman) 

France Canada Czechoslovakia 

Italy China Egypt 

Norway Cuba France 

United Kingdom El Salvador Italy 

United States France Mexico 

Uruguay Italy Netherlands 
India Peru 
Norway Philippines 
Pakistan United Kingdom 
Peru United States 
Syria (Chairman) 
Turkey 


United Kingdom 
United States 


Joint Sub-Committee of the Sub-Committee on 
Second and Sixth Committees * Chapter VIII® 


Australia (Chairman) Australia 

3elgium Canada (Chairman 

Brazil Colombia 

China Denmark 

Colombia France 

France India 

Iraq Iraq 

Mexico Italy 

Pakistan Mexico 

South Africa Netherlands 

Turkey Poland 

United Kingdom South Africa 

United States Switzerland 

Venezuela United Kingdom 
United States 
Uruguay 


1 Report in E/CONF.2/C.6/98 

® Report in E/CONF.2/C.6/53 and Corr.1. 

3 Covered in Co-ordination Committee Report (E/CONF.2/45 Rev.1 and 
E/CONF.2/51) 

* Report in E/CONF.2/C.6/72 

5 Report in E/CONF.2/C.6/83 and Corr.1. 
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Sub-Commiutte 
Commullee on Sub-Committee on 


ticle 93 [98] * Article 94 [99]? r06%[roo, ror 


ivticles 95, 96. 96 
Ioj,i 
Argentina Australia Argentina 
Australia Costa Rica(Chairman) Belgium 
Belgium (Chairman) Czechoslovakia Czechoslovakia 
hina Guatemala France 

iba Iraq India 
zechoslovakia India Italy 

France Pakistan Mexico 

Greece South Africa United Kingdom 
ran United Kingdom (Chairman 
taly United States United States 

Lebanon 

Sweden 

United Kingdom 
inited States 


Uruguay 
(Australia, China, Den- 
mark and Poland also 
participated when Arti 
cle 99 [104] was consid- 
ered) 

; In addition to the sub-committees already mentioned the 
th Committee established a number of working parties, the 
cipal one being that set up to consider the question of the 
tablishment of an Interim Commission for the Organization. The 

rt of this Working Party is attached hereto 


{. The reports of all sub-committees were approved subject 


to drafting amendments. The Sixth Committee placed on 
rd the following comments, declarations and reservations 


CHAPTER VII 
THE INTERNATIONAL TRADE ORGANIZATION 


Article 68 [71]. — Membership. 

[he Committee did not discuss the question of which were the 
ympetent authorities ” for the purpose of paragraph 5 of Arti 
68 [71] with respect to any particular territory. The delegation 
Czechoslovakia declared that in its viewpoint the competent 

iuthority in respect of Germany is the Inter-Allied Control Com- 


ssion in Berlin. The delegation of Poland stated that in its 


’ 
I 


inion the competent authorities in respect of Germany and Japar 
the Inter-Allied Control Commission in Berlin 


in and the Far 


istern Commission in Washington respectively. The delegations 


Report in E/CONF.2/C.6/96. 
2 Report in E/CONF.2/C.6/93. 
Report in E/CONF.2/C.6/48/Rev. 1, 80 and 82 
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of Czechoslovakia and Poland reserved their positions upon | 
traph 5 of Article 68 [71] 


Article 69 [72]. — Functions.} 


a) The Committee in discussing Article 69 [72] was o 
pinion that whenever the United Nations creates agence 
rtain specific purposes, such as, for example, the Fiscal Comn 


n of the Economic and Social Council, the Organization sha 
wit! 


+ +} 
L Une 


its studies and recommendations in close collaboration 


make 
e agencies. 
Regarding sub-paragraph (d) 
although general recommendations are to be made to 
meaning the Members as a whole, nevertheless th 


(e)|} the Committee agri 


nat, 


Lembers 


re, through the Charter, provisions which envisage recomme 
to one or more Members especially, for example as in ( 


VIII. The Committee did not intend to change the effect 


specinc provisions 
Article 74 [77]. Powers and Duties 
/ wy ed 
if 


With regard to paragraph 6, the Committee agreed that if 


maximum limit upon contributions were established and if tl 
efficiency of the Organization would otherwise be seriously impair 
or lack of funds, a Member may agree, as a purely temporar 
sure, to pay more than the maximum limit in any given yea! 


75 [78 Composition of the Executive Board. 
Committee agreed that paragraph 3 of the Annex 
is intended to cover also the case of certain geogra 
as the Arab States, other Middle and Near 
It is antici] 


» 6 aie’ 
/. / 


( 


hical groups, such 


stern States and States in the north of Europe. 
hat any one of such groups may deem it convenient to present 
mmon candidate to represent the particular interest of all 
untries of the group. 
b) The Committee agreed that the text of Article 7 
mplies that each Member of the Executive Board should act for t 


Organization as a whole and should bear in mind the interests of 


c my 


the Members. 


clare 
e775 


[he delegation of Italy reserved its position on Artic 


> delegation of Argentina subsequently entered a reservation 
E/CONF.2/74 

Delegation 
E/CONF.2/74 


of Argentina subsequently entered a reservation 
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Article 80 [83]. — Composition and Procedure 
[he delegation of Costa Rica proposed to add the following 


? 


at the end of paragraph 1 of Article 80 [83 


“ Not more than one person of the same nationality s! 


art of any commission.” 


Committee agreed that normally not more than one per 
vn from any one Member should form part of any comm 
nsidered that it was not necessary to state this in the text 


{rticle 83 A [86] — Relations with the United Nation 
On examining several of the proposals submitted by d 


relating to action taken in connection with political ma 
th the essential interests of Members, the Committee conclud 
the provisions regarding such action should be made in 
on with an article on “ Relations with the United Nat 


the question of the proper allocation of responsibility a 


n the Organization and the United Nations was invol' 

rdingly, the Committee adopted a new Article 83 A 

igraphs I, 2 and 4 of the new text of this article replace pat 
raphe 1 of the former text of Article 84 and sub-paragraph 


former text of Article 94 

b) Paragraph 3 of Article 83 A [86] which, Le 
ndependent in its operation, is designed to deal with any mea 

h is directly in connection with a political matter broug] 
fore the United Nations in a manner which will avoid conflict 
ponsibility between the United Nations and the Organizat 


} ' 
| + 


with respect to political matters. The Committee agre 
vision would cover measures maintained by a Meml 
ugh another Member has brought the particular mat 
United Nations so long as the measure was taken 
nection with the matter. It was also agreed 
sure, as well as the political matter with which it w 


+ 


mn 
ul 


nected, should remain within the jurisdic 
tions and not within that of the Organization. 

of the opinion that the important thing was to 
sdiction of the United Nations over political matters 
nomic measures of this sort taken directly in conne 
h a political matter, and nothing in Article 83 A 

to prejudice the freedom of action of the United Nati 


oO 


} 


tle such matters and to take steps to deal with such 
neasures in accordance with the provisions of the Charter 


Y 


United Nations if they see fit to do so 
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(c) It was the view of the Committee that the word “ measure 
in paragraph 3 of Article 83 A [86] and in the interpretative not 
to that paragraph refers only to a measure which is taken directly 
in connection with a political matter brought before the United 
Nations in accordance with Chapters IV and VI of the Charter of 
the United Nations and does not refer to any other measure 


d) The delegation of South Africa reserved its position upon 
paragraph 3 of Article 83 A [86] and the interpretative notes t 


\ 


+} 


that paragraph pending the receipt af instructions from its Govern 
ment.! 


CHAPTER VIII 
SETTLEMENT OF DIFFERENCES. — INTERPRETATION? 


{rticle 88 A [92 Reliance on the Procedure of the Charter 
a) The Committee examined the question of the relatior 
beweeen paragraph I of Article 88 A [g2] and paragraph 2 of 
\rticle 8g [93] in connection with procedures for arbitration a 
rreed between Members under existing or future bilateral or multi 
iteral treaties. It decided that no clarification is necessary as to 
whether the procedure established in the Charter or in other treaties 


hould have priority since procedures for arbitration under other 


ities would not be inconsistent with the procedures of the 


harter 


Pending the result of the consultation which, by resolution 
of the United Nations Conference on Trade and Employment, the 
Interim Commission of the International Trade Organization i 
instructed to carry out with appropriate officials of the Interna 
tional Court of Justice or with the Court itself, regarding possible 
amendments to Chapter VIII designed to ensure recourse to the 
International Court of Justice by Members of the Organization 
which are parties to the Statute of the Court in respect of quest 
rising from the Charter but not covered by Chapter VIII, the 
delegation of Mexico maintained the view that paragraph 1 of 

rticle 88 A [92] does not impair the rights of Members under thi 
Statute of the International Court of Justice as regards questi 
arising from the Charter but which are not covered by Chapter VII] 
of the Charter. 


Che delegation of South Africa formally maintained its reservation to tt! 
icle during the final plenary meetings of the Conference 
. 


* See also attachment 2 accompanying the present edition of the Committees 
Report 


A rt 
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Article 89 [93]. — Consultation between Member 


1) The Committee was of the opinion that, in case of wid 
id unemployment or a serious decline in demand in the 
other Member, a Member might properly have rec 

le 89 [93], if the measures adopted by the other 

the provisions of Article 3 had not produced the effec 

were designed to achieve and thus did not result 
fits as might reasonably be anticipated 


The Committee agreed that the word “ matte: 


rticle 89 [93] and in the rest of Chapter VI!I ref 
tion or impairment of a benefit and not to the acti 
ire or situation referred to in sub-paragraph 
Article 89 93}. 
[he delegation of Belgium reserved its position 
‘other than Article ©” in paragraph 1 of Article 


irticle 90 [94 and 95}. — Reference to the Organ: 
[he Committee drew attention to the fact that 
e go [94] and Article 90 A [95] tht text provides t! 
ture of the relief to be granted is compensatory and not pur 


1e texts should not be read to pri 


vord “ appropriate ” in tl 
lief beyond compensation 
[It was agreed that sub-paragraph 2 (e) of Article 
not empower the Executive Board or the Confer 
lire a Member to suspend or withdraw a measure not in « 
the Charter. 


Articles gt [96] and 92 [97 Reference 
national Court of Justice and Miscellaneous 
respectively ; — Annex to Article 95 
and Draft Resolution 


1) The Committee agreed to use the phrase “ w 


thereby prejudiced ” in paragraph 2 of Article g1 [96 
\ake it clear that a real interest of a Member must be ads 


ted before that Member can compel recourse of the ¢ 
ion to the International Court of Justice. A remote, theoretical] 
insubstantial interest of a Member in the decision in questior 
uld not be sufficient to give a Member rights under Article g1 [96 
b) The view of certain delegations was expressed that the 
ovisions of Chapter VIII did not provide for recourse to the 


iternational Court of Justice on all questions arising out of th: 
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hose delegations urged that the text be in part 
39 as to provide that Members might refer such questio 
be decided by the Organization to the Internationa) 


It was made clear, however, that these delegation 


that a Member should be allowed to attack the validit 
ory opinion of the Court obtained through the procedur 
r VIIL on the points covered by such opinions 
r delegations were expressed that the procedut 
plenary and adequate 
imited time available for further discu 


<1 that the Interim Commission should exami 


Committee proposed a resolution provid 


Che Committee also agreed that amendm 

» Charter in this respect should be relati 
report to be presented by the Int 
suggested an annex to Article 95 

nts in this respect by a simple maj 
[t was agreed that the first provi 

le g5 [100] covers the questions 

f Article 36 of the Statute of the Int 


tions of Colombia, Iraq and Peru reserved the 
first proviso to the Annex to Article 95 [1 


CHAPTER IX 
GENERAL PROVISIONS 


Relations with Non-Members 


liscussion of paragraph 1 and 2 of 


that termination of any exi 
is non-Members should be in ac: 


men b Iwinge } } ti0OT 
ements embodying such obDligati 


understood that, in general 


} 
nnoiwe To traa 
aAVDILICS Lf Lit 


SUD- 


; 
-atieS Or agreement 
yn to other Members of t 
T hic 
, if a Member were wilfully 


her means, this sub-paragrapl 
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The Committee further understood that action by a state 


r enterprise of a non-Member which would be non-discn- 


ry under the terms of Article 30/29] would also be consider 
criminatory for the purpose of interpreting 
graph 2 (a) of Article q3 [98 

The delegation of Iran suggested tl 
note to paragraph 4 of the text 


In making its reco 
egard to special conditions < 
bers which are creditor 


mit 
+} 


trade with such non-Membe 


ling r 
lng 


i shall take appropriate acc: 
ndations upon the interests of 


yun 


Committee agreed that 


n h would be among those in 


ONS WiLICI 


the text 


iT r 
Lid 


i when making its recomme ndati 
considered that the text 

] rce wit tl oe > lerat 
ince with the consideratl 


in, Which therefore did n 


terpretative note 


[The delegations of Argentina, Bolivia, 


1 reserved their positions on Article 93 


Article 94 [99 — General Exceptions 
The delegation of Italy reserved its position on sub-para- 


2 (a) of Article 94 [99] 


[he delegation of Turkey reserved its positio 


14 [99] pending the outcome of the discussions on Article 16 


pending the receipt of instructions from its Government.! 


n upon Arti- 


Al A} 
t 


Article 95 [r00|. — Amendments. 
[he Committee agreed that the phrase “ a two-thirds majority 


{ the Members ” as used in paragraph 1 of Article 95/100! means 


in order to approve an amendment under that paragraph the 


the Members of the Organization 


} 


ilk 


firmative vote of two-thirds of th 
; required. 
Article 99 {Io4 Territorial 


1) The Committee agreed that the pro 
Article 99 [104] cannot in any way afte 


ler or pursuant to the General Agreemen 


This reservation was subsequently withdrawn (E/CONF. 2/70) 
* This paragraph is contained in document E/CONF.2/68/Add.1 
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(6) The delegation of Egypt, desiring to avoid any misunder. 
standing to which the interpretative note to Article 99 [104] might 
give rise, desired to record the attitude of the Egyptian Gover. 
ment as regards the Sudan. In view of the fact that there are no 
customs boundaries between Egypt and the Sudan and in view 
of the fact that Egypt and the Sudan are one and the same territory, 
customs matters concerning the Sudan are the exclusive concem 
of the Egyptian Government. 


(c) The Committee agreed that no presumption should be 
drawn from the text of paragraphs 1 and 2 of Article 99 [104] 
that the dependent territories were autonomous or quasi-autono- 
mous in the conduct of their external commercial relations and of 
the other matters provided for by the Charter for the purposes of 
paragraph 3 of Article 68 [71]. 

(Z@) The delegation of the United Kingdom said that the 
Government of the United Kingdom of Great Britain and Northem 
Ireland would not have thought that the general principle laid 
down in the interpretative note to Article 99 [104] required any 
qualification, since it in no way prejudices the question of what 
is or is not a condominium. In view, however, of the declaration 
by the delegation of Egypt, the Government of the United Kingdom 
decided to place on record that, as is well known, it does not accept 
the thesis of the Egyptian Government in regard to the Anglo- 
Egyptian Condominium of the Sudan. 


ATTACHMENT 1 TO THE REPORT OF THE SIXTH COMMITTEE 


REPORT OF THE SIXTH COMMITTEE UPON THE QUESTION OF AN INTERIM 
COMMISSION FOR THE INTERNATIONAL TRADE ORGANIZATION." 


1. The Working Party set up to consider the question of an Interim 
Commission for the International Trade Organization was composed of 
Canada, Colombia, E] Salvador, France, “ty Mexico, Netherlands, New 
Zealand, Norway (Chairman), Pakistan eru, Philippines, Turkey, 
the United Kingdom and the United States. 


2. The Committee agreed that the performance of the functions 
specified in sub-paragraphs 2 (c), .@) and (e) of the annex to the Resolution’ 
could not result in the 1 increase of the obligations or the decrease of the 
rights of Members under the Charter. 


3. It was agreed that under the second sentence of paragraph 3 of 
the annex to the resolution the Executive Secretary of the Commission, 


* E/CONF.2/C.6/111. 
2 The Resolution Establishing an Interim Commission is contained in the 
Final Act and Related Documents (E/CONF.2/78 or ICITO/1/4). 


mig! 
Parti 
accor 
the s! 
4 
Com! 
of th 
issue 
pos l 
and 
atte! 
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Com 
Con! 
repo 
Exe 
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em} 


of e 
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ight, for example, be authorized to make availabie to the Contracting 
ties to the General Agreement on Tariffs and Trade acting jointly in 
ordance with Article XXV thereof, at their request, the services of 
. staff upon terms to be agreed. 


;. The Committee considered that a function which the Executive 
Committee might usefully perform under sub-paragraphs 2 (5) and 2 (i) 
of the annex would be the publication of the important documents 
issued at Havana. The Committee noted, however, that it had not been 
possible at the Conference to establish texts of the reports of committees 
and sub-committees properly revised by drafting sub-committees. The 
attention of the Executive Committee of the Interim Commission was 
drawn to this fact. The Committee assumed that, before the Executive 
Committee published, whether for use at the first regular session of the 
Conference of the Organization or otherwise, the texts of any of these 
reports or of any other important document issued at Havana, the 
Executive Committee will ensure that such texts are, as far as possible, 
correctly drafted and that they correspond in each language that is 
employed. 

5. The delegation of Bolivia reserved its position upon the question 
of establishing an Interim Commission. 


ATTACHMENT 2 TO THE REPORT OF THE SIXTH COMMITTEE 


NOTIFICATION BY THE SIXTH COMMITTEE TO OTHER COMMITTEES 
OF THE CONFERENCE.! 


The Sixth Committee has discussed the question of the relationship 
between Chapter VIII and other parts of the Charter. In the light of its 
discussion the Committee wishes to make known to other Committees of 
the Conference that, in its opinion, where an article of the Charter other 
than those contained in Chapter VIII establishes procedures for action by 
a Member or by the Organization, action in accordance with that pro 
cedure should precede that provided for in Chapter VIII, but shall not, 
unless it is so specified, impair the rights of Members under Chapte> ‘ [II 
However, it is the view of the Committee that if consultation or investiga 
tion has taken place under the provisions of another article, the Organ- 
ization may regard such consultation or investigation as fulfilling, either 
in whole or in part, any similar procedural requirement in Chapter VIII. 
This will be made clear in the appropriate article of Chapter VIII 


1 E/CONF.2/C.6/63. 
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VII. DOCUMENTS RELATING 
TO THE CO-ORDINATING COMMITTEE 















This section contains the following documents : 


(i) Report of the Co-ordinating Committee to the Heads oj 
Delegations. 

(ii) Recommendations by the Heads of Delegations regarding 

the Report of the Co-ordinating Committee. 
























REPORT OF THE CO-ORDINATING COMMITTEE 
TO THE HEADS OF DELEGATIONS}? 





The Co-ordinating Committee, consisting of the following indi 
viduals acting in a personal capacity: Messrs. ABELLO ?, BETETA 
COOMBS, FERRERO, HAKIM, HOLMES, LLERAS RESTREPO, MALIK 
MULLER, PuiLip, Wunsz KincG and WItcox, under the chairmanshit 
of Mr. Max SUETENS, was established by the Heads of Delegations at 
their meeting on 4 February 1948, in order to expedite the successful 
termination of the Conference by recommending compromise 
solutions for differences relating primarily to questions of economi: 
development. 


The Committee therefore devoted its attention to establishing a 
basis for agreement on Article 13, Article 15 and the Tariff Com- 
mi*tee and the proposed Economic Development Committee and 
included * in its Report annexes’ relating to Article 13, Article 15 


1 E/CONF.2/45/Rev.1 

2 Mr. Abello was unable to attend the later meetings 

3 Annex I was a draft of Article 13 with footnotes; the text and the footnotes 
were incorporated in substantially the same form either into the text of the Charter 
including one interpretative note in Annex P or into the Report of Sub-Committee ( 
of Committee II. One change was made by the Heads of Delegations namely in 
the footnote on “ processing ” which was incorporated into the interpretative note 
in Annex P. Annex 1 is not reproduced. Annex 2 was a draft of Article 15 with 
footnotes; the text and the footnotes were incorporated in substantially the same 
form into the text of the Charter including interpretative notes in Annex | 
Annex 2 is therefore not reproduced. Annex 3 consisted of a report on “ proposals 
dealing with the Tariff Committee, the Committee on Economic Development and 
Reconstruction, etc.”. This annex is reproduced with the exception of the recon 
mended texts substantially incorporated into the Charter. Annex 4 consisted of 
a statement made by Mr. Lleras Restrepo (Colombia) at the meeting of the 
Co-ordinating Committee held on 25 February 1948 and is not reproduced. 
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iumendments concerning the Tanff Committee and the proposed 
mic Development Committee, which represented the result of 
ommittee’s consideration of these matters 
Committee recommended that the Heads of Delegations 
ider these drafts from the standpoint of obtaining an overall 
tion to the problems involved and of reaching a decision on the 
als asa whole. If an agreement on these lines was reached 
; recommended that it should be accompanied by withdrawal 


number of amendments and reservations entered pending the 


ement of the final drafts of the Articles involved in the overall 


tlement [The Committee also considered that, as a decision on 


Report of the Sub-Committee on Article 75 [78)* ha 


tponed pending a settlement of the matters referred to above, 


Report should also be included as part of the overall settlement 
[f this procedure was acceptable to the Heads of Delegations, and 
roved possible to reach agreement on the substance of the dr: 


mitted, it was recommended that the drafts be referred to the 


iit 


propriate committees as the basis for the adoption of final texts. 


ANNEX 3 TO THE REPORT 


Proposal dealing with the Tariff Committee, 
Committee on Economic Development and Reconstruction, eti 


1. The Co-ordinating Committee considered three alternative pro- 
sals submitted by the delegation of the United States, for dealing with 
problem of the Tariff Committee, the proposed Committee on 
nomic Development and Reconstruction and a possible Commercial 
icy Committee. 
It was agreed that the second proposal would be accepted as 
is for the work of the Committee. Under this alternative 
z) there would be no provisions in the Charter for a Tariff Com 
mittee, a Committee on Economic Development and Recons 
truction or a Commercial Policy Committee. 


Members, not parties to the GATT would enjoy GATT conces- 
sions for two years, but these concessions would thereafter be 
withdrawn unless the Member concerned had become party to 


the GATT.} ? 


E/CONF.2/C.6/53 
* The Heads of Delegations approved the following text instead of the words 


quare brackets 
Any Member, not party to the GATT would enjoy GATT concessi 

for two vears, but these concessions would thereafter be wi 

ertain provisos by any other Member which has requested 

negotiate with a view to becoming a contracting party to the 

concluding an agreement.” 


BSSS O—S54 pt. 4 
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3. The Committee considered in additidbn amendments to this 
proposal submitted by various members of the Committee. 


4. The Committee agreed to submit texts of Articles 70 [73] and 
74([77] and also of paragraph 4 of Article 17 of the Havana Charter. 


. The Committee proposed the deletion of Article 81 of the Geneva 
draft on the Tariff Committee and that the fact that no provision 
was made in the Charter for a Tariff Committee, a Committee for 
Economic Development and Reconstruction or a Commercial Policy 
Committee, would not preclude the establishment by the Organization 
of [any of these]' Committees in the future. 


6. In relation to paragraph 4 (a) of Article 17 of the Havana 
Charter, it was agreed that whereas this paragraph provides that Arrti- 
cle 16 does not require the continued application of the tariff concessions 
embodied in the schedules of the GATT to the trade of a Member which 
has failed to become a party of the GATT, it does not permit the with 
drawal of other forms of most-favoured nation treatment required by 
the Charter, ¢.g. in relation to internal taxation, the administration of 
quantitative restrictions, etc. 


7. It wasalso agreed that since Members would under the provisions 
of Article 17 be required to become Contracting Parties to the GATT, it 
was desirable that they should be aware of the obligations which would 
be imposed upon them as contracting parties. In this connection 
attention was drawn to the fact that: 


(a) it had been proposed to amend the GATT to permit the admis- 
sion of a country as a contracting y upon a vote of two-thirds 
of the contracting parties instead as of a unanimous vote as at 
present required ; 

(6) it was decided to suggest to the Heads of Delegations that they 
should recommend to the Contracting Parties that they amend 
the text of paragraph 5 of Article XXV of the GATT. 


RECOMMENDATIONS BY THE HEADS OF DELEGATIONS 
REGARDING THE REPORT OF THE CO-ORDINATING 
COMMITTEE 3 


There are set out below, for the guidance of the Committees and 
Sub-Committees concerned, recommendations approved at a 
meeting of the Heads of Delegations held on Wednesday, 3 March 
regarding the Report of the Co-ordinating Committee.‘ 


* The Heads of Delegations agreed to substitute the words “ either or both of 
the two latter ~ for the words in square brackets. 

* The recommended text, with minor changes, is embodied in the Protocol 
Modifying Certain Provisions of the General Agreement on Tariffs and Trade signed 
at Havama om 24 March 1948. It now constitutes the whole paragraph 5 of 
Article XXV of the GATT as amended by the Protocol, with the exception of 
sub-paragraph (d), which was added by the Contracting Parties. 

3 E/CONF.2/51. 

* E/CONF.2/45/Rev.1. 
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1. (@) the Heads of Delegations recommended ' the contents of 
the Report of the Countian ting Committee as an overall 
settlement of the issues dealt with therein; 

(5) this recommendation was subject to reservations by the 
delegations of Afghanistan, Argentina, Poland, Turkey 
and the United Kingdom *; 

(c) the delegations of Iraq, Ireland and the Philippines felt 
unable to express an opinion in the absence of instruc- 
tions from their Governments. 

2. The Heads of Delegations therefore recommended that the 
texts submitted by the Co-ordinating Committee be accepted as the 
basis for the preparation of final texts by the Committees and 
Sub-Committees of the Conference. 


These recommendations were accompanied by a resolution 
approved by a large majority of the Heads of Delegations, that the 
proposals of the Co-ordinating Committee be adopted by the 
Sub-Committees and Committees without major changes of 
substance. 


1 Subject to corrections indicated in the accompanying text of the Report of 
3 The Indian delegate stated that his adherence to the recommendations and the 


resolution was subject to a satisfactory settlement of another Article of the draft 
Charter. 
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<EFERENCE LIST OF THE PRINCIPAL DOCUMENTS 
CONTAINING PROPOSALS MADE BY INDIVIDUAI 
DELEGATIONS DURING THE HAVANA CONFERENCE 


CHAPTER I 


Article r. 


Ecuador . a eC. Me Sp. ee a E/CON F.2/C.6/12/Add.2 
oe ee Sc OS TS Add.11I 
i a a re ee Add.1 and Add 


CHAPTER II 


Article 2 


E/CONF 


Article 3. 
E/CONF.2 


E/CONF.2 


Article 4 [7] 


Argentina ... . . . . E/CONF.2/r11/Add.: 
Belgium. . 6 so « « BICONE 2c. Add.1r 
Burma . i ip Se wae es GONE. 

Ceylon . ee ee ss 

Cone gk kee Arar’ % je 


Haiti 


International Labour Organiza- 
oe 5 3e, Leas Me Gog CONF. 


! As indicated in the Introduction these documents are available for reference 
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EXHIBIT No. 17 
[From United Nations Yearbook, 1947-1948] 
XII. THE INTERNATIONAL TRADE ORGANIZATION (ITO) 
(Not yet established ) 
A. THE PREPARATORY COMMITTEE 


bruary 18, 1946, the Economie and Social Council of the United Nations, 

nt to a proposal submitted by the representative of the United States, 

(13 (1)) to convene an International Conference on Trade and Employ 

Che aim of the Conference would be to devise ways and means for the 

mn of the production, exchange and consumption of goods. The Coun 

e same time, decided to establish a Preparatory Committee, composed of 

presentative each of Australia, Belgium, Brazil, Canada, Chile, China 

Czechos.ovakia, France, India, Lebanon, Luxembourg, Netherlands, New 

d, Norway, Union of South Africa, U. S. S. R., United Kingdom and United 

to prepare for the consideration of the Conference an agenda and a draft 

on for an international trade organization. The Government of the 

Ss. S. R. subsequently indicated that it was unable to participate in the work 

Preparatory Committee because it had not been possible to devote sufficient 

o the preliminary study of the important questions with which the Com 

ee would have to deal. The remaining eighteen nations accepted member 
the Committee and designated representatives. 

Preparatory Committee held a first series of meetings in London between 

er 15 and November 26, 1946. Before the Committee was a “Suggested 

for an International Trade Organization’, published by the United 


Government in September 1946. This “Suggested Charter” represented 


ther elaboration of ‘Proposals for Expansion of World Trade and Employ 
made public by the United States Department of State on December 6, 
‘he “Proposals” were the outcome of financial and trade discussions be 
the United Kingdom and United States. Also before the Committee were 
iiled Indian commentary on the United States proposals, a Uinted King 


nemorandum on employment policy, a draft charter for an international 
organization submitted by Brazil and various other document ssubmitted by 
delegations. Out of the consideration of these proposals and suggestions, 
emerged a first draft Charter for the International Trade Organization 


ther work on this first draft Charter was carried out by a Drafting 
ttee established by the Preparatory Committee at its London session 
ork of the Drafting Committee was reviewed and revised by the Pre 
ry Committee during its second session in Geneva between April 10 
gust 22, 1947 
e draft Charter finally adopted by the Preparatory Committee formed the 
for the work of the United Nations Conference on Trade and Employment 


a Conference) which met at Havana from November 21, 1947, to March 
48 


and 


B. THe HAVANA CONFERENCE 


Havana Conference was attended by representatives of 56 Governments: 


fghanistan Chile El Salvador 


entina China France 
tralia Colombia Greece 
tria Costa Rica Guatemala 

ium Cuba Haiti 

a Czechoslovakia India 

Denmark Republic of Indonesia 

1a Dominican Republic Iran 

ida Keuador Iraq 

n Egypt Ireland 


r further details, see Yearbook of the United Nations, 1946-47, pp. 821-24. See also 
rts of the Preparatory Committee (E/PC/T/33 and E/PC/T/186) and the Drafting 
ttee (E/PC/T/34), and the report of the Secretary-General on the Havana Con 
(E/807). In this Yearbook, see also pp. 522-23 and Bibliography, Appendix ITI 

See Yearbook of the United Nations, 1946-47, pp. 492-94 





958 


STOCKPILING 


Italy 

Lebar on 
Liberia 
Luxembourg 
Mexico 
Netherlands 
New Zealand 
Nicaragua 
Norway 


STRATEGIC 


AND CRITIC 
Panama 

Peru 

Philippines 

Poland 
Portugal 
Southern 
Sweden 
Switzerland 
Syria 


Rhodesia 


‘AL MATERIALS 


Transjordan 
(represented — by 
delegation of | 

Turkey 

Union of South A 

United Kingdom 

United States 

Uruguay 

Venezuela 


Pakistan 


Finland, Paraguay and the Allied Control Authorities for Japan sent obser 
to the Conference. Representatives from the following inter- and non-g 
mental organizations also attended the Conference: 

International Labour Organisation 

Food and Agriculture Organisation of the United Nations 
International Bank for Reconstruction and Development 
International Monetary Fund 

International Federation of Agricultural Producers 
World Federation of Trade Unions 

International Co-operative Alliance 

International Organization of Industrial Employers 
International Chamber of Commerce 

The Conference prepared a Charter for an International Trade Organ 
(to be officially Known as the Havana Charter) to be submitted to the Gover 
ments represented, authenticated the text of the Charter in a Final Act, sign 
on March 24, 1948, by representatives of all but three (Argentina, P 
Turkey) of the 56 participating Governments, and adopted six 
The Government of Turkey signed the Final Act subsequently. 

The resolutions adopted referred to: 

(1) Establishment of an Interim Commission for the International Tr 
Organization (see below). 

(2) Relation of the International 
tional Court of Justice; 

(3) Chairmanship of the Interim Co-ordinating Committee for Inter 
tional Commodity Arrangements ; 

(4) Study of international employment situation ; 

(5) Role of the United Nations in the fields of economic development ar 
reconstruction ; and 

(6) Expression of gratitude to Cuban Government and people as 
others, for their co-operation with the Havana Conference. 


resol 


Trade Organization and the Inten 


C. PURPOSE AND OBJECTIVES 
The Havana Charter consists of nine chapters, comprising 106 articles 
sixteen annexes.” The chapters deal respectively with : 
I. Purpose and Objectives 
Il. Employment and Economic Activity 
III. Economic Development and Reconstruction 
IV. Commercial Policy 
V. Restrictive Business Practices 
VI. Inter-Governmental Commodity Agreements 
VII. The International Trade Organization 
VIII. Settlement of Differences 
IX. General Provisions 


The purpose and objectives of the proposed ITO are stated in Chapter I of th 
Havana Charter. They may be summarized as follows: 


A balanced and expanding world economy ; 

Promotion of industrial and general economic development of econom 
under-developed countries ; 

Access on equal terms by all countries to the 
productive facilities needed for their development ; 

Reduction of tariffs and other trade barriers 
criminatory treatment in international commerce ; 


markets, products an 


and elimination of dis 


>The text of the Charter will be reproduced in the Yearbook after the Organizati 
come into existence 
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ination of measures disruptive of world commerce, pre 
lent or economic progress 

motion of mutual understanding, consultation and co-operation to fa 
te the solution of problems relating to international trade in the fields 
iployment, economic development, Commercial policy, business prac 
and commodity policy 


LD). ORGANIZATION 


73 of the Havana Charter provides that the proposed ITO shall con 
Conference composed of all ITO Members; an Executive Board, com 
eighteen members, eight of which are to represent nations or customs 
f chief economic importance, as determined by the Conference, having 
their shares in world trade and to the representation of the different 
economies or degrees of economic development found among ITO Mem 
| ten of which are to be elected by the Conference; such commissions as 
established by the Conference ; and a staff headed by a Director-General 
th the Conference and the Executive Board, voting will be on the prin 
one vote per member, and, except where otherwise provided in the 
decisions will be made by simple majority 
Havana Charter further provides (Article 77) that the powers and duties 
ted to the International Trade Organization by the Charter and the final 
ty to determine the policies of ITO shall be vested in the Conference, 
however, may vote by a simple majority to assign to the Executive Board 
wer or duty of ITO except those specifically conferred or imposed upon 
nference by the Charter. The Conference may also, by a two-thirds 
decide to waive, in exceptional circumstances, an obligation imposed 
Member by the Charter. It may prepare or sponsor agreements con 
g any matter within the scope of the Charter and, by a two-thirds majority, 
commend acceptance of such agreements. It may make recommendations 
r-governmental organizations on any subject within the scope of the 
r. The Conference is also to approve the budget of the Organization and 
n the expenditures of the Organization among Members according to a 
contributions to be fixed from time to time. It is to determine the seat 
Organization and establish such branch offices as it may consider desirable 
Executive Board, according to Article 81 of the Charter, is to be responsible 
execution of the policies of the Organization and is to exercise the powers 
erform the duties assigned to it by the Conference. It is also to supervise 
vities of the commissions and to take such action upon their recommenda 
s it may deem appropriate. The Board may also make recommendations 
Conference, or to intergovernmental organizations, on any subject within 
ype of the Charter. 
Conference is to meet in regular session once a year and in extraordinary 
1 as may be necessary. The frequency of Executive Board meetings is to 
ed upon in the rules of procedure which the Board will adopt. 


E. Pntrry Intro Force oF THE HAVANA CHARTER 


Havana Charter will enter into force 60 days after more than half the 
ernments which signed the Final Act have deposited instruments of acceptance 
the Secretary-General of the United Nations. This would require 28 ratifi 
is. If the Charter has not come into force in this manner by March 24, 
will become effective 60 days after twenty governments have deposited 
iments of acceptance. Should this second alternative fail to bring the 
ter into force by September 30, 1949, the Secretary-General of the United 
ns will consult with those governments which have deposited instruments 
eptance to see whether and on what conditions they wish to bring ITO 

eing 

I’, INTERIM COMMISSION FOR ITO 


nding the entry into force of the Havana Charter and of ITO, 52 of the 56 
rnments (i. e., all but Bolivia, lreland, Portgual and Switzerland) repre 
ted at the Havana Conference approved a resolution establishing an Interim 
mission for the International Trade Organization composed of the 52 mem 
rs which approved the resolution. 
‘he Interim Commission was given functions which may be summarized as 
vs 
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To convoke the first session of ITO after the Charter has entered 
force 

To prepare the agenda of the first ITO session, including therein propos 
concerning : a plan of work for the first year of the Organization, the budg 
the site of ITO headquarters, relations with the United Nations, the spe 
zed agencies and other inter- and non-governmental organizations 

lo publish the reports of the main committees of the Havana Confere: 

To consult with the International Court of Justice concerning procedy 
matters arising out of the fact that, under the Havana Charter, ITO 
request advisory opinions from the Court ; 

To prepare for the first session of ITO a report on the entire field of 
trial and general economic development and postwar reconstructior 
particular reference to the role of the United Nations, the specia 
agencies and other organizations ; 

To consult with the Government of Switzerland concerning certain pri 
lems tacing the Swiss economy in connection with the provisions of ft} 
Havana Charter.’ 

The Interim Commission held its first meeting in Havana on March 20, 1948 
ind Max Suetens (Belgium) was chosen as Chairman. The Commission the 
elected an Executive Committee consisting of eighteen members, namely, Aus 
tralia, Benelux (Belgium, Netherlands, Luxembourg, as a Customs Union, r 
sented as one member), Brazil, Canada, China, Colombia, Czechoslovak 
Egypt, El Salvador, France, Greece, India, Italy, Mexico, Norway, Philippines 
United Kingdom and United States. L. Dana Wilgress (Canada) was electe 
(Chairman by the Executive Committee at the Committee's first meeting 
Havana on March 24, 1948. Geneva was chosen as the seat of the Executive 
Committee. The Executive Committee was entrusted with carrying out the 
tasks assigned to the Interim Commission. 

The Executive Committee held its second meeting at Geneva from August 2 
to September 15, 1948, and considered a number of procedural and organizatior 
matters relating to such items as the relationship of ITO, when established, wit 
other specialized agencies and the expenses incurred during the meetings of 
the Preparatory Committee. The Executive Committee decided that it wo 
not meet again until the time when twenty countries had accepted the Havat 
Charter, or on September 30, 1949, whichever was earlier. 

A working group, established during the second session of the Executive Con 
mittee to consider how best to proceed with examining the case of Switzerland 
was unable to effect arrangements which were acceptable to the Swiss Govern 
ment. The Executive Committee decided that, while the way should remai 
open for future consultations, the plan for nominating expert advisers to study 
the problem of the Swiss economy should be abandoned until the third session 
of the Executive Committee. 


GENERAL AGREBMENTS ON TARIFFS AND TRADE (GATT) 


The second session of the Preparatory Committee in Geneva ° in fact undertool 
two entirely separate functions. In addition to completing the draft Charter for 
an International Trade Organization, it also sponsored the negotiations for the 
reduction of tariffs and the discussions which led to the formulation of the Gen 
eral Agreement on Tariffs and Trade (GATT) It was considered that this 
would promote the objectives of the proposed International Trade Organizatio 
This part of its work began on April 10, 1947, in Geneva, and concluded or 
October 30, 1947, when the Final Act of GATT was signed. 

Although the tariff negotiations were sponsored by the Preparatory C 
mittee, and although the results of the negotiations, incorporated in the Ger 
eral Agreement on Tariffs and Trade, were closely related to one of the mair 
objectives of the Havana Charter and the International Trade Organization 


*The consultations with Switzerland concern the possible effect of the Charter on th 
trading position of that country Switzerland does not suffer today from balance of pay 
ments difficulties, but exports a great deal to countries that do experience such difficulties 
The Charter would allow these latter countries to restrict their imports temporarily 
safeguard their precarious balances of payments. This in turn might lead to a decli: 
Swiss exports, with the result that Switzerland might be threatened with unemployment 
rhe problem was briefly examined at the Havana Conference but it was not possible t 
study all aspects of the matter in sufficient detail and to find a solution. It was therefor¢ 
decided to authorize the Interim Commission to take up the Swiss case and to submit 
recommendations thereon to the first ITO Conference 

® See p, 973 
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ries concerned in the negotiations maintained an entirely independent 


During the negotiations and in the later stages as Contracting Parties 
General Agreement on Tariffs and Trade, the countries concerned took 
as an operating unit of the United Nations nor as an independent 

i 


on As Contracting Parties they are a group of important trading 
bound by an Agreement negotiated among themselves meeting from 


time to settle matters arising out of the Agreement calling for common 


ountries participating in these successful negotiations were, first, cer 
ubers of the Preparatory Committee itself, namely Australia, Belgium, 
Canada, Chile, China, Cuba, Czechoslovakia, France, India, Lebanon, 
surg, Netherlands, New Zealand, Norway, Union of South Africa, United 
and United States; and, second, certain states participating in the 
ions because of their close economic connection with certain members of 
aratory Committee, namely, Burma, Ceylon, Pakistan, Southern Rhodesia 
a (Benelux and Syria-Lebanon each participated as a Customs Union) 
il of 128 bilateral sets of negotiations were completed among the above 
ed countries, and the results were incorporated into the Schedules of 
The negotiated tariff reductions and concessions cover some 45,000 
ffecting two thirds of the import trade of the participating countries 
t half of the over-all world imports, representing a total value in ex 
$17810,000,000,000 (based on 1938 prices) 
[ is, in effect, a framework to protect the tariff concessions. However, it 
ther in that it contains a very comprehensive set of general rules for 
normal commercial relations between the parties to GATT. Out of 
rticles of GATT, these rules take up 21 articles Chey are similar in out 
the set of rules on commercial policy later incorporated in the Havana 
GATT is not a charter but a multilateral trade agreement It is an ar 
nt which is intended to provide a binding structure for the Geneva tariff 
ms, and to provide a basis for extending further tariff reductions all 
world 
vh the negotiations were bilateral in form, GATT is multilateral in 
since a concession granted by country A to country B in connection 
iven item becomes automatically available to all other countries that 
es to GATT, in accordance with the most-favored-nation principle 
he end of the Geneva negotiations, on October 30, 1947, the 23 participating 
es signed a Final Act which simply authenticated the text of GATT 
rder to bring GATT into effect, each participating country was invited to 
Protocol of Provisional Applicatior This Protocol states that each 
ry country will bring into effect the Schedules of Tariff Concessions and 
Il of GATT, and will apply Part II of GATT to the fullest extent not in 
ent with existing legislation (Part II of GATT deals largely with com 
policy rules.) The countries which signed the Protocol of Provisional 
ient and are thus applying GATT provisionally are known as the Contract 
irties. Of the 28 countries participating in the tariff negotiations all except 
mely Chile, had signed the Protocol of Provisional Application by the 
date of June 30, 1948. An extension of time was granted to Chile at the 
| session of the Contracting Parties. GATT will enter into definite force 
governments whose external trade totals 85 percent of the total trade of 
} countries have accepted GATT 
Contracting Parties held their first session in Havana from February 28, 
March 24, 1948. The session was mainly concerned with the question 
replacement of certain parts of GATT by the relevant parts of the Havana 
er when the latter comes into force. At the end of the first session, four 
S were signed. 
econd session of the Contracting Parties was held in Geneva from August 
September 14, 1948 Two protocols were signed bringing into effect certain 
sin the articles of GATT. The most important change was the inclusion 
provisions worked out at Havana covering the use by under-developed or 
lamaged countries of protective measures such as import quotas to help 


I 
nic development and reconstruction of particular industries or branches of 


ilture. A Protocol of Rectifications corrected detailed errors in GATT 
ff Schedules. An additional protocol allowed Chile up to February 17, 1949, 
vy GATT. 
Contracting Parties agreed to hold a further series of tariff negotiations 
view to enabling additional governments to accede to GATT A det 
hedule was adopted, with the final stage of multil: ral negotiat 
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to open at Geneva on April 11, 1949. In conjunction with the orig 
Governments, the following Governments were to participate: Denmark 
can Republic, El Salvador, Finland, Greece, Haiti, Italy, Liberia, Ni 
Sweden and Uruguay 

Requests were received from several Contracting Parties for release or w 
of obligations under GATT for reasons related to their particular econ 
problems Decisions affecting items which had been negotiated in 1947 y, 
made in respect of the Tariff Schedules relating to Ceylon and Pakistan 
view of current economic difficulties. Permission was given to Brazil to iners 
certain import duties in view of the fact that Brazil was applying lower 
than those provided in GATT over a broad range of items and would in addi 
negotiate definite compensating concessions. Permission was also given to ¢ 
United States to accord preferential treatment to the Trust Territory of 
Pacific Islands 

An important case involving restriction of imports of textiles by the Cub, 
Government was referred to the Contracting Parties by the United States. T 
was resolved through an undertaking by the Government of Cuba to reliey: 
immediate difficulties affecting imports of textiles and to negotiate for a so 
in accordance with normal commercial principles and through measures wh 
will not restrict trade. In response to a request made to the Contracting P 
ties by Cuba, the United States Government undertook to renegotiate with Cul 
certain tariff concessions, which had been granted by Cuba under GAT 
return for adequate compensation 


ANNEX I. MEMBERS, OFFICERS AND HEADQUARTERS AS OF SEPTEMBER 21, 1948 
MEMBERS OF THE INTERIM COMMISSION 


Afghanistan Egypt Norway 

Argentina Il Salvador Pakistan 
Australia France -anama 

Austria Greece Peru 

Belgium Guatemala Philippines 

Brazil Haiti Poland 

Burma India Southern Rhodesia 
Canada Republic of Indonesia Sweden 

Ceylon Iran Syria 

Chile Iraq Transjordan 
China Italy Turkey 

Colombia Lebanon Union of South Af: 
Costa Rica Liberia United Kingdom 
Cuba Luxembourg United States 
Czechoslovakia Mexico Uruguay 

Denmark Netherlands Venezuela 
Dominican Republic New Zealand 

Beuador Nicaragua 


MEMBERS OF THE EXECUTIVE COMMITTEE 


Australia Czechoslovakia Italy 

senelux Egypt Mexico 

Brazil El Salvador Norway 

Canada France Philippines 
China Greece United Kingdom 
Colombia India United States 


OFFICERS OF THE INTERIM COMMISSION 


Chairman: Max Suetens (Belgium) 
Executive Secretary: Eric Wyndham White (United Kingdom) 


OFFICERS OF THE EXECUTIVE COMMITTEE 


Chairman: L. D. Wilgress (Canada) 
Vice-Chairmen: 
Ramon Beteta (Mexico) 
Sir Raghavan Pillai (India) 
André Philip (France) 
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HEADQUARTERS 


Interim Commission for the International Trade Organization, Palais 
ions, Geneva, Switzerland 


x II. RESOLUTION ESTABLISHING AN INTERIM COMMISSION FOR THI 
INTERNATIONAL TRADE ORGANIZATION 


ted Nations Conference on Trade and Employment 

prepared the Havana Charter for an International Trade Organiza 
ereinafter referred to as “the Charte and “the Organization” re 
vy), 
lering that pending the establishment of the Organization certain in 
netions should be performed 

esolves to establish an Interim Commission for the International 
Organization (hereinafter called “the Commission”) consisting of the 
ents the representatives of which have approved this resolution and 
re entitled to original Inembership of the Organization under Article 71 
Charter. The terms of reference and structure of the Commission are 
in the Annex to this resolution which forms an integral part thereof 
following delegations approved the resolution establishing the Interim 
sion: 


tan Egypt Norway 
na E! Salvador Pakistan 
a France Panama 
Greece Peru 
Guatemala Philippines 
Haiti Poland 
India Southern Rhodesia 
Republic of Indonesia Sweden 
Tran Syria 
lraq Transjordan 
Italy Turkey 
a Lebanon South Africa 
Rica Liberia United Kingdom 
Luxembourg United States 
slovakia Mexico Uruguay 
irk Netherlands Venezuela 
in Republic New Zealand 
r Nicaragua 


ANNEX 


he Commission shall elect an Executive Committee of eighteen members 
reise any or all of its functions as the Commission may determine on 
g the Committee 
‘he Commission shall have the following functions: 
a) to convoke the first regular session of the Conference of the Organi 
tion (hereinafter referred to as “the Conference”) not less than four 
mths and, as far as practicable, not more than six months after the re 
pt of the last acceptance needed to bring the Charter into force; 
(b) to submit the provisional agenda for the first regular session of the 
nference, together with documents and recommendations relating to all 
itters upon this agenda, including: 
(i) proposals as to the programme and budget for the first year of 
the Organization ; 
(ii) studies regarding selection of headquarters of the Organization; 
(iii) draft financial and staff regulations 
(c) to prepare, in consultation with the United Nations, a draft agree 
ent of relationship as contemplated in paragraph 1 of Article 86 of the 
harter for consideration by the first regular session of the Conference ; 
(d) to prepare, in consultation with inter-governmental organizations 
her than the United Nations, for presentation to the first regular session 
the Conference, documents and recommendations regarding the imple 
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itati ( t py ions « paragraphs 1 and 3 

irter 

) to prepare j consultation with non-governmenta 

presentation t¢ the first re llur session of the Conference reco) 
tions regarding the implementation of the provisions of parag 
Article S87 of the Charter 

f) to prepare, vith i View to recommendation by the Beon 
Social Council to the first regular session of the Conference, the 
referred to in yp graph 3 of Article 90 of the Charter [regari 
General Agreement o Privileges and Immunities of the Syx 
Agencies | 

J i I uf tl un al and responsibi ities referred 

document the nited Nations Conference on Trade 

ployment 

1. Paragraph 2 of the Final Act of the United Nations Confet 
rrade and Employment (to which the present resolution is annex 

2. The Resolution of the Conference regarding the relatior 
International Trade Organization and the International C« 
Justice (annexed to the Final Act) 

The Resolution of the Conference relating to Economic Ds 
ment and Reconstruction (annexed to the Final Act) 

t. The Report of Sub-Committee G of the Third Committee 
Proposal made by the Delegation of Switzerland (E/CONF.2/( 
together with the sections relating to that matter in the Report 
Third Committee (E/CONF.2/70) 

(hk) to enter into consultations with the Secretary-General of the 
Nations regarding the expenses incurred by the Preparatory ¢ 
the United Nations Conference on Trade and Employment and by 


ference and, in the light of such consultations, to present a report 


first regular session of the Conference ; 
) generally to perform such other functions as may be anci 


necessary to the effective carrying out of the provisions of this anne 

3. The Commission shall elect an Executive Secretary who shall be 
administrative officer The Executive Secretary shall appoint the staff 
Commission observing, : far as possible, the principles of paragrapl 
(Article 85 of the Charter and using, as he considers desirable, such ass 
is Nay be extended to him by the Secretary-General of the United Nations 
xecutive Secretary shall also perform such other functions and duties 
ommission may determine 

4. The Commission shall approve the budget estimates for the operation 
Commission Che Executive Secretary shall prepare the draft of such estima 
rhe expenses of the Commission shall be met from funds provided by the I 
Nations and for this purpose the Commission shall make the necessary a1 
nents with the Secretary-General of the United Nations for the advance of 
funds and for their reimbursement. Should these funds be insufficient, the ‘ 
inission may accept advances from Governments. Such advances from G 
ments may be set off against the contributions of the Governments con 

the Organization 

>. Arrangements may be made with the Secretary-General of the United N 
tions regarding the provision of such personnel as may be required to car 
the work of the Interim Co-ordinating Committee for international Com 


*+ 


Arrangements 

6. The Executive Committee shall hold its first meeting in Havana immedi 
ifter its establishment. Its subsequent meetings shall be held in Geneva unl 
decides otherwise 

7. The Executive Committee shall submit a report of the activities 
Commission to the first regular session of the Conference 

8. The benefit of the privileges and immunities provided in the Convent 
Privileges and Immunities of the Specialized Agencies adopted by the Gene 
Assembly of the United Nations shall, as far as possible, be extended to 
connection with the Commission 

9. The Commission shall cease to exist upon the appointment of the Dire 
General of the Organization, at which time the property and records of the ‘ 
mission shall be transferred to the Organization 





STOCKPILING STRATEGI( AND CRITICAL MATERIALS 965 


SX HIBIT NO 


OF 


on delivery, expected at 10:30 ednesday. M.S. 


Not to he previously publ shed. aq fed fron or used in 


\DDRESS BY THE HONORABLE DEAN ACHESON, SECRETARY OF 
STATE, BEFORE THE HOUSE COMMITTEE ON FOREIGN AFFAIRS, 
\N SUPPORT OF UNITED STATES ACCEPTANCE OF MEMBERSHIP 


IN THE INTERNATIONAL TRADE ORGANIZATION 


ve before you the question of United States membership in the proposed 
nal Trade Organizatior The purpose of the proposed Organization 
mote international trade. The Charter of the Organization establishes 
st time a comprehensive code of international fair trade practices. The 
on, to be established within the United Nations structure, will provide 
where nations can bring their trade grievances and settle their trade 


ode of fair trade practices set forth in the Charter is a code designed 
achieve an international trading system in which traders may buy and 
ere they please—the system economists call “multilateral trade the 
der which private enterprise and free competition has the best chance 
spel 
alignment with basic United States principles did not just happen Che 
i States took the lead in urging the United Nations to bring together rep- 
ves of 54 nations to work out an agreed charter We provided the 
document which they used as the basis of their deliberations. We did 
iuse we believed that the world would not achieve economic recovery 
ld peace unless the unhealthy and chaotic conditions of international 
esulting from two world wars and a serious depression, could be improved 
clear that the growth of all sorts of new devices to restrict and channe 
ould continue unabated if each country tried to solve its economic prob 
t the expense of others. Only by joint effort by many countries could we 
» alter the trend toward diminishing trade and bilateralism 
United States is the leading exponent of free enterprise and free com 
The United States is a leading advocate of. the advantages of multi 
trade. The United States believes in the cooperative approach to the 
ent of international problems 
not enough to believe and to advocate. American leadership in world 
has always depended on our willingness to translate belief into action 
e what we preach. In a real and practical way, American action with 
to the International Trade Organization is a test of our leadership. It 
ionstration not only to ourselves, but to all other free peoples, that we 
believe in free enterprise, competition and multilateral trade. Such a 
al demonstration is sorely needed at this time, when freedom is hanging 
balance in many parts of the world, and millions of people are looking in 
rection for assurance that we really mean what we say 
We have learned the bitter lesson that freedom is often a fragile thing—that 
vy wither, especially when its roots are shallow, under the stress of priva 
nd economic crisis. It is where the people of a free nation can see the 
ect of achieving a fuller and more satisfying material existence that the 
tions of freedom are most likely to be secure and the advocates of peace 
st likely to hold firmly the reins of government. 
Kuropean nations have made great strides toward restoration of their 
tion and economic health, by their own efforts and with our help through 
Kuropean Recovery Program. They need to do much more. 
the Point IV program we hope:to help in the long process of building pro 
n and bringing about higher standards of living in underdeveloped areas 
increase in production is not enough. Countries must be able to ex 
ge the goods they produce for the goods of others which they need. In 
words, production and trade are two sides of the same coin, both neces 


» its value. 
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If the European countries are to retain the ground they have gained a 
on their own feet, they must be able to trade as freely as possible 
other, with us, and with the rest of the world. 

If the underdeveloped countries are to grow in economic strength the 
have the greatest possible access to the supplies and markets of the re 
world 

If the United States is to remain strong and prosperous and secure 
healthy and expanding export and import trade. 

If the channels of world trade are not cleared, the economic recovery a 
economic development of other countries will be impeded; our own goods 
not be able to find markets abroad; we will be hindered in our efforts to v 
many of the things we need or want from abroad: and economic frictio; 
tween nations will be generated as they vie with each other in the manip 
of restrictions on each other's trade. 

What is the purpose of this Charter? What does it do? 

The purpose of the Charter is to help expand international trade and thus 
to contribute to higher standards of living, to greater production and wide; 
distribution and consumption of goods and services, and to economic and politica 
stability throughout the world. 

It does three things. It establishes a code of principles to guide actior 
variety of international economic relations. It creates a mechanism, the Inté 
national Trade Organization, within the United Nations family, to serve as 
forum for the international consideration and solution of trade policy pr 
lems. It obligates its members to consult about their international trade policies 
before they act. 

I do not propose to describe the Charter in detail. This will be done by wit 
nesses who follow me. But I would like to outline its main features 

The core of the Charter is the chapter on Commercial Policy (Chapter IV 
That chapter contains the underlying principles of the document. The othe: 
chapters for the most part complement or qualify those central principles. Thes 
principles are: 

First, the familiar principle of most-favored-nation treatment; that is, that 1 
country should give special favors to the trade of another country, but shou 
treat all alike (Article 16). This principle has been an integral part of « 
mercial policy for over a quarter of a century. 

Second, the principle that countries should be prepared to negotiate with eact 
other for the selective reduction of tariffs and for the elimination of tariff pref 
erences (Article 17). This principle is already embodied, so far as the United 
States is concerned, in the Reciprocal Trade Agreements Act. 

Third, the principle that any barriers to trade or limitations on imports shou 
be openly concentrated at the customs frontier. This means that after importe 
goods cross the frontier they should receive the same treatment as domestic good 
and that tariff concessions should not be nullified by internal taxes or regulatic 
which discriminate against imported goods (Article 18). 

Fourth, the principle that the “invisible tariff’ of confusing and complicated 
customs regulations, often more burdensome to trade than actual tariff rates 
should be lowered by simplification (Section E). 

Fifth, the principle that quotas should not be used for protective purposes, but 
should be limited to use in certain specified situations and that their use must be 
subject to international control and scrutiny (Article 20). 

These principles, if accepted and put into operation, will greatly improve 
opportunities of businessmen and producers of the various countries to sel! the 
goods to each other on a competitive basis 

It was apparent, however, that the commercial policy principles and commit 
ments of the Charter could not do the job alone. In certain cases, experience has 
shown that monopoly and cartel agreements between private business groups 
have prevented competition in international trade as effectively as_ barriers 
imposed by governments. In the United States we deal with these practices under 
the antitrust laws. But until the Havana Conference, there has never been any 
effort to establish machinery for dealing with this problem internationally 

The chapter on Restrictive Business Practices (Chapter V) defines certai 
practices likely to be harmful and contains commitments by the member nations 
to take necessary action under their own laws to eliminate practices found to be 
injurious. I think you have already received a letter from the Attorney General 
expressing his satisfaction with these provisions. 
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isions of the Charter on Commercial Policy and Cartels are designed 
vith situations in which the normal competitive forces of the market 
lowed to operate without restrictions, will usually deal satisfactorily 
yroblem 
portant area of international trade, however, special measures may be 
Chis is the area of primary commodities, where burdensome sur 
iy develop which would create widespread hardship in the absence of 
ion by governments, and where the normal forces of the market place do 
erate effectively to give relief. In our domestic legisiation, for example 
program, we have recognized the special problems which often confront 
lucers of primary products. The Charter similarly recognizes that spe 
isures may be required for these products in international trade Et; 
e, detines circumstances under which commodity agreements, like the 
reement for example, may be entered into between governments and sets 
lards for such agreements, designed to guard against some undesirable 
vhich have characterized such agreements in the past. For example, 
ist such agreements usually were between producers only Under the 
onsuming countries would have to have equal representation (Chapter 


er, the Charter recognizes that action to remove barriers to the move 
goods will be futile unless there are goods to move and purchasing 
vith which to buy them. People who are unemployed do not buy the 
s of their own or other countries. Countries in a primitive state of de 
t do not provide substantial markets for the goods of other countries 
they produce enough products for their own citizens and those of other 
- to buy. Therefore, the Charter deals with certain aspects of employ 
nd economic development (Chapters II and IIT) 
e field of employment, Chapter II commits the member countries to use 
est efforts according to their own constitutional procedures to achieve and 
in full and productive employment within ther borders. An example of 
nd of action which might be taken is our own Employment Act of 1946. 
iter IIL of the Charter gives the organization certain functions in the field 
omic development and contains provisions to help the flow of technological 
tion and skills and private capital into areas which need and can use 
It provides for the making of studies, the furnishing of information, the 
igement of commercial treaties It also provides safeguards against cer 
buses of foreign investment which have unhappily taken place in the past 
se are the principal substantive provisions of the Charter. Some changes 
nestic laws will be required for full compliance with it. These changes, 
for the United States, are relatively few in number 
orking out the Charter, a fundamental choice had to be made at the 
t as to the character of the document. Was it to embody a set of principles 
the member countries would like to see adopted as a long-term objective, 
hough not all of them could be fully applied under present conditions? 
s it to be confined to rules that all members could apply fully right 
To put it another way, was the Charter designed to provide objectives, 
direction for the future, to provide something to work towards, or was 
cept the premise that the present chaotic conditions of world trade were 
stay and just try to make the best of it? 
tate the alternatives gives the answer as to which should be chosen. We 
e first, of course, and set out to draft a Charter which would establish 
les as we would like to see them, and would make allowance for the cases 
which everyone agreed that the rules could not be applied without qualifica 
Those allowances, which are necessary for us as well as for other countries, 
re the “exceptions” about which there has been considerable public discussion 
Many of the commitments of the Charter, even under today’s economic con 
tions, can be immediately put into full effect. These commitments include 
ose dealing with negotiations for the reduction of tariffs and elimination of 
references, the abolition of discriminatory internal taxes and regulations, the 
uplification and publication of customs regulations, the negotiation and opera 
f commodity agreements, the limitations on cartel activities, and others 
er commitments contain qualifications, because their immediate uncondi 
application would not be possible at this time. 
For example, the members of the ITO will agree, as a general principle, to 
bandon the use of quotas. But at the present time it is inescapably necessary 
r many, if not most, countries to budget their foreign purchases. Therefore, 
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the Charter provides that When countries are in real balance-of-paymer 
culties, i. e., short of dollars or other foreign currencies, they may use 
to limit their expenditures of foreign exchange. When the circumstances 
the Charter recognizes as justifying the use of such restrictions have 
rected, members must abandon them 

Other commitments may require special treatment under particular 
Stances 

Under certain circumstances, for example, a tariff rate, negotiated unde; 
commitment of members to negotiate for the reduction of their tariffs 
cause or threaten unexpected injury to a domestic industry The Charts 
vides that under such circumstances the country granting that concessix 
withdraw or modify it to the extent necessary to prevent such injury 
provision is patterned on the escape clause which the United States in 
trade agreements negotiated under the Reciprocal Trade Agreements A 

National security at times requires measures which would not conforn 
general principles which would normally be applied under the Charts 
exception is, therefore, provided to permit action by member countries nec 
for their national security 

Without exceptions of this kind, members of the Organization, oursely¢ 
cluded, could not accept the commitments of the Charter. The exceptions 
carefully defined and are agreed to by all Their use is subject to scrutiny b 
Organization. If abused the members may Complain to the organization 

Finally the Charter establishes an international organization in whi 
lems arising out of trade relationships can be discussed and solutions rea 
It will be a specialized agency of the United Nations. Its proposed struct 
Similar to that of the other specialized agencies 

The Organization will be financed by contributions from the members 
scale of contributions will be determined by the Conference under the pri 
applied by the United Nations 

The Charter will come into effect when it is accepted by twenty governme 
Only two have ratified it to date. The others are all waiting to see what 
United States does. No such organization can hope to function successfu 
without the full support of the United States if for no other reason thai 
the United States alone accounts for about 50 percent of the world’s ind 
productive capacity, about 20 percent of its agricultural capacity, and abou 
percent of world trade 

Mr. Thorp will give you a more detailed description of the Charter with some 
charts which I believe will be helpful. But before I close, there are some point 
of general significance which I would like to stress and to urge you to keep 
mind throughout your consideration of this document. 

First of all, this Charter represents agreement of the representatives of fift 
four nations on a code of principles to be applied in the conduct of their inter 
tional trade. These principles are not mere generalities. They are suflicien 
precise to be guides for action. And they cover a very wide range of t 
relationships. To have reached agreement on the articles dealing, for exan 
with customs procedures alone, or those dealing with restrictive busi 
practices alone, would have been a very considerable achievement l 
reached agreement over so wide a range of trade relationships is unprecedented 
It required over two years of international negotiation and study and more years 
of prior preparation. Therefore, the Charter is a document developed wit 
unusual care and thoroughness 

Second, the Charter represents acceptance by the representatives of fifty-fo 
nations of the principle of consultation before action, where action affect 
another's interest, rather than the principle of unilateral action followed | 
retaliation. It provides for an organization to serve as a conference room for 
discussion and solution of trade problems and an impartial mediator and arbiter 
in trade disputes. 

I cannot stress too strongly the importance of this combination of 
principles and the obligation and mechanism of consultation. Each natior 
proceed more confidently in reduction of its barriers to trade if it knows 
other nations are committed to travel the same road, that it will be consul 
before action is taken which may adversely affect its interests, and that 
bring problems up for discussion and public scrutiny in an impartial forum 

The sanctions of this Organization are not the sanctions of force, or of powe! 
to direct action by member nations, or of the power to spend money, for 
have no money to spend. But it has sanctions. Its sanctions stem fron 
voluntary agreement of its members to abide by certain rules, and includ 
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» bring up for open discussion and public scrutiny cases of failure to 
that agreement, and the power to release members from their obli 
under the Charter to another member which is found by the Organiza 
have failed to abide by its agreement. 
the fact of agreement over so wide an area of trade relationships is, 
said, most remarkable and most heartening. Equally heartening and 
important is the fact that we have this agreement now, while trade pat 
d policies are still in the making, and there is still a choice as to the di 
in Which nations will move. Action now is needed. We cannot afford 
n the vain hope that at some future time economic conditions will be more 
e to getting a better agreement 
oining the ITO member nations will accept the principles of non-dis 
ory, competitive, multilateral trade, governed primarily by the fore 
narket place. These are the principles in which the United States believes 
ich it has advocated. Only if these principles are accepted and widely 
o can the private trader have a real opportunity to conduct his business 
colmpetitive basis. The fact of commitment to these principles will 
e every decision of members nations in developing their trade policies. 
ay, the Charter can have a profound influence on the future course and 
nternational trade, 
nportant to recognize the limitations of the document as well as its ad 
Let ne make it clear at once that the Charter is not presented to you 
acea or a cure-all or a final solution to our trade problems It does not 
iately or completely remove all rigid quota controls on trade or all trade 
nations. Obviously it cannot It is designed to make a beginning and 
de the means of further progress in dealin vith the disturbed and dit 
ditions which exist today, and in bringing about more normal condi 


ver, since the Charter represents the agreement of representatives « 
nations and is designed as a means of helping them to trade har 
y with each other, it is not written exactly as the United Stat 
er one nation, would have written it e framers of the Chart« 
momie diiliculties and differences in national systems and points 
not be legislated out of existence. 
eaning of the Charter is, therefore, not in any automatic 
ind complete results. It is rather in the fact that it represents ; 
ectives, that by accepting it, members will agree to take many 
e to put those objectives into effect, and that it provides the 
ers to take further steps along the right road 
questions we must ask of the Charter are whether it will improve 
g conditions, Whether it sets us in the right direction, and whether 
rid will be better off with it than without it 
persuaded that the reopening of the channels of international trade 
» the building of a prosperous and peaceful world. I am convinced that 
ng of the channels of international trade can only be accomplished by 
itive action among a large number of countries. Wide international agree 
ipon the rules which the Charter embodies and wide membership in the 
ation which it would establish can make a material contribution to the 
nsion of international trade. This action obviously cannot be effective with- 
active participation and support of the United States 
I said at the opening of my statement, we are the leading exponent of 
teralism, free competition and private enterprise in the world today. We 
e that private enterprise has more to contribute to the world than any other 
mic system. Therefore, our consistent policy is to put our full energies 
d any international effort which can help to create conditions in the world 
hich the private trader can buy and sell where he pleases and where he 
ks it will be to his best advantage. 
e ITO is conceived in this central philosophy. It is essentially a limitation 
the exercise by governments of their power to restrict and control trade. 
ould not abolish all interferences. Of course not. But it would abolish many, 
e others and limit still others to precisely defined areas. And thereby it 
ovide a greater opportunity for the private trader. 
er countries are now waiting to see whether the United States accepts or 
s the Charter. The choice, therefore, which the Congress is about to make 
only whether the United States will accept membership in the International 
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Frade Organization, but whether there will be an International Trade QO; 


val 
tion 


We are engaged in a great cooperative effort with other countries to raisg 
standards of living throughout the world and to achieve political stabil 
peace. Our effort has many facets, political, economic, financial, militar 
are interrelated. Each supports the others 

We are also engaged in a struggle between two ways of life, two systen 
thought and philosophy as different as the poles are wide apart Mil) 
people are watching this struggle to see which system and way of 


life will wor) 
the best and do the most to provide a decent life for the individual. To the ext 
that we can work effectively with other natious of like mind to make ow 


SVate 
work, our hand will be strengthened in that struggle. An effective coopel it 
mechanism in the basic field of trade can immeasurably strengthen us and oth 
freedom-loving nations in our effort to establish the kind of world order 
which we can live in peace and pursue our way of life without fear that it 
be overthrown 

The ITO Charter will be an effective additional means to this end which we 
desire. I, therefore, urge the Congress to authorize United States acceptance 
membership in the organization which this Charter would establish 


ExHrpeir No. 19 


from “A Guide to the Study of the ITO Charter” from “Havana Charter for 
ational Trade Organization March 24, 1948, State Department Publicatio 


(pages 3-16) ] r 


SUMMARY OF CHARTER PROVISIONS 
I. Key Provisions 


The Charter of the International Trade Organization (ITO) has one over-: 
purpose which should be borne in mind in any study of the provisions of tl 
document: to establish and maintain by mutual agreement, an “open” or mult 
lateral system of trade relations between members of the organization, and 
expand on businesslike principles the trade of each member with all other mem 
bers. The opposite state of affairs calls for numerous “closed” economies, ea 
of which conducts foreign trade under strict governmental control in accordar 
with short-term agreements based on planned “barter” with politically select 
countries. The United States has traditionally favored the open or multilate 
system as opposed to this bilateral approach. Most other countries share « 
objective as indicated, for example, by their pledges in article VII of the lend 
lease agreements out of which the present Charter grew through a series of 
international conferences. 

This purpose of the Charter is reflected in three “key” provisions of chapter 
IV in which members agree to grant equal treatment to each other with respect 
to tariffs and other foreign trade matters (article 16); to reduce tariffs o1 
selective basis (article 17) ; and to refrain from using quantitative restriction 

e., quotas, on imports or exports to protect particular industries from compet 
tion or for other purposes detrimental to international trade (article 20). A 
study of the Charter may, accordingly, begin with a summary of these provisior 


1. ARTICLE 16. EQUAL TREATMENT (NON-DISCRIMINATION) 


In this article each member agrees to apply, in its import and export trad 
with every other member, the same customs duties and the same laws and regula 
tions concerning customhouse procedures generally. No special privileges cai 
he given in the future and existing discriminations must be abolished, except as 
to tariff rates on certain products based on historic agreements. Most important 
are those agreements between countries of the British Empire and between the 
United States on the one hand and Cuba and the Philippines on the other 
However these tariff rate differentials cannot be increased, and they are subject 

reduction in the future in accordance with the selective bargaining procedures 
of article 17. 


2. ARTICLE 1 REDUCTION OF TARIFFS AND ELIMINATION OF PREFERENCES 


In article 17, members undertake to enter into and carry out negotiations 
each other directed to the substantial reduction of tariffs and the eliminat 
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he procedures contemplated are similar to those inder the Trad 
Act which has been in force in the United States since 164 Pariff 


not made by reducing all existin rate by some uniform percentage 


a country bargains individually with other countries, one at a til con 


ariff reductions on those articles of which each country is the 
tant supplier of the other and which each ele¢ to put up for 
effect, countries agree to “swap riff! concessions on a 

asis 

cedure was actually carried out on a large seale at Geneys 

United States negotiated tariff reductions with 22 other count! ind 
these countries likewise negotiated with each other The resulling 

were then incorporated into one inclusive document known as the 

Agreement on Tariffs and Trade’ 

point, article 17 ties in closely with article 16 which obliges each 
»extend to all other members its lowest tariff rates including all tariff 
s negotiated in trade agreements The members who participated in 
a negotiations must extend to other countries joining Ivo the same 
tariff rates on every product included in the General Agreement Llow 

e 17 requires that if these other countries are to continue to be entitled 
e “bargain” rates, they must also, within two years, negotiate tariff 
is With countries now parties to the General Agreement 


E 20, GENERAL ELIMINATION OF QUANTITATIVE RESTRICTION (QUOTAS 


rticle concerns quantitative restrictions, trade barriers that consist of 

ental regulations specifying the amounts of any product that can enter 
the country during a certain period of time Article 20 lays down the 
ile that members shall not use quantitative restrictions to regulate the 
export of any product, save under exceptional circumstances 

hief exception to the rule against erport restrictions in this article relates 
e of a critical shortage of foodstuffs or other essential products. The 
eption to the rule against import restrictions in the article relates to 
iral products, where the domestic supply is also subject to governmental 
us When used in conjunction with such domestic programs, however, 
tive restrictions on imports cannot be used as a protective device to 
the share of domestic producers in their national market 


Il. SUPPORTING ARTICLES 


ic rules of the Charter with regard to equal treatment, the reduction 
and the elimination of quantitative restrictions are directly involved in 
0 related articles Approximately half of these articles may be regarded 
rting or extending the basic provisions, while the remainder may be 


‘ed as qualifying them 
PROVISIONS RELATED TO ARTICLE 16 


ny Pictures 
article 19, movie films, a large United States export item, are guaranteed 
tment in the theaters of each member country as against the competing 
orts of other members. A member is allowed to reserve a portion of the 
n time ip its theaters for films of domestic origin but must allow com 
as between producers in other member countries for the remainder of 
ness. Moreover the proportion of time thus reserved is subject to reduc 
‘limination in accordance with the bargaining procedures of article 17 
discriminatory Administration of Quantitative Restrictions 
‘22, as indicated by its title, likewise deals with the same general sub 
es article 16. Under certain circumstances, a member may be permitted 
antitative restrictions. However this article insures that such restric 
are permitted will be applied equitably to give fair treatment to ex 
situated in all other member countries. It prescribes a general rule to 
feet and sets forth a number of requirements to give the rule precision and 
to be enforeed. 


ent of State publication 3107 Commercial Police 
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c) State Trading Enterprises 


Articles 20 and 380 concern the behavior of state trading enterprises 
those operated or controlled by governments) in world markets. These art 
ilso, are related to article 16 as indicated by the expression “Non-discriminator, 
Treatment” in their title. In article 16, it will be recalled members are pled 
not to discriminate against the trade of other members in customs matters, ‘| 
pledge could be completely nullified, however, by the actions of state enterpry 
They could be directed to discriminate against the commerce of other ms 
in their sales and purchases abroad if it were not for the provisions of art 
29 which expressly prohibits such conduct. This article prescribes, moreoy 
that the buying and selling activities of state enterprises must conform to ¢ 
same commercial considerations as govern the operations of private fir 
must afford potential buyers and sellers abroad a reasonable opportunity 
pete for the business of such enterprises. 


Ses 


8 


2. PROVISIONS RELATED TO ARTICLE 17 


(a) Internal Taxation and Regulations 

Tariff reductions, as provided for in article 17, could be entirely nullified 
a member were free to impose special regulations or taxes on trade in fors 
products after they have entered its territory The purpose of article 18 
suarantee that this will not occur, and, accordingly, its provisions are ba 
the structure of the Charter. Whereas article 16 prescribes most-favored- 
treatment, this article requires that when imported goods have duly pass 
domestic trade, they can be subject only to the same taxes, laws, and regu 
as apply to similar domestic goods. This principle of “national treatment 
expressed in the following words: “The products of any Member country 
ported into any other Member country shall be accorded treatment no less favou 
able than that accorded to like products of national origin in respect of all laws 
regulations, and requirements affecting their internal sale, offering for sale, pu 
chase, transportation, distribution or use.” 


(b) State Trading Enterprises 

In article 31, state trading enterprises again figure, this time in relation 
protective tariffs. The governments of some countries have decreed by |: 
that all foreign trade in certain products, such as tobacco or some essent 
foodstuff, is to be conducted only by a designated company, usually a governme! 
owned enterprise. Such monopoly enterprises can buy on the world market an; 
required imports, resell them on the domestic market at a higher price, 
thereby afford protection to domestic producers of the product. The effect 
the same as that of a tariff duty. Article 31, therefore, subjects such protectiv: 
margins established through state monopolies to the same bargaining rules 
apply to tariffs under article 17. Article 31 also covers other aspects of 
operations of state monopolies, including export monopolies, to insure that the 
are not conducted in a manner that would disrupt world commerce 


8. PROVISIONS RELATED TO ARTICLE 20 


(a) Mixing Requirements 


Article 18 (paragraph 5) forbids the adoption in the future of internal quanti- 
tative regulations commonly known as “mixing regulations”. These are require- 
ments imposed by governments that a certain percentage of a domestic product 
must be used in conjunction with an imported product (e. g., domestic alcohol 
with imported gasoline). Existing requirements of this kind, which are com- 
paratively rare at the present time, are specifically exempted from this prohi 
bition. However, it is provided that they shall be subject to negotiations f 
their reduction in the same manner as tariffs under article 17. 


4. PROVISIONS RELATED TO ALL THREE KEY ARTICLES 


Consideration may next be given to some twenty articles which relate to the 
entire group of “key” provisions and whose purpose is likewise to avoid discrim 
natory treatment and to remove or reduce trade barriers. In addition, they ar 
intended to prevent many governmental actions that might counteract or nullily 
the beneficial effects of the “key” provisions. These related articles are found 
in three major groups which may be conveniently studied as follows: articles 
33 to 39 (section E of chapter IV) ; articles 46 to 54 (chapter V) ; and articles 
25 to 28 (section C of chapter IV). 
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Invisible Tariffs” 

n BE of chapter IV, “General Commercial Provisions,” governs the detailed 
s that countries apply to the handling of foreign trade shipments. 
juirements, commonly known as “invisible tariffs”, are detailed and 
moreover, they are quite different in various countries both as to 
and administration. They constitute the “red tape” which traders 
y regard as more burdensome to their operations than many tariffs. 

ect of articles 33 to 39, which cannot here be reviewed individually, is 
fy these requirements and, where possible, make them uniform in all 
untries; to reduce the costs of handling shipments; to ensure the 
impartial administration of all regulations; and otherwise to make it 
nient as possible for traders to move their goods in world commerce 
visions thus mark an important advance in a field where previous 
have been unsatisfactory 


tive Business Practices 


V, “Restrictive Business Practices”, concerns a subject commonly 
“international cartels”. It would be largely futile to remove the 
tions and reduce or eliminate the trade barriers imposed on a product 
nments if business enterprises were free under the Charter to create 
Indeed, if this were the case, governments might deliberately guide enter- 
private as well as public, to pursue policies or enter into agreements pre- 
ntrary in effect to the rules laid down in articles 16, 17, and 20. More 
ese rules presuppose that effective competition will prevail in world 
30 that the flow of trade will respond to market forces, thus avoiding its 
entation under government-to-government deals. Chapter V accordingly 
members to prevent public or private commercial enterprises from en 
n restrictive or discriminatory business practices which limit trade or 
m and interfere with the objectives of the Charter. The provisions of 
V establish the detailed obligations of members, create certain rights of 
against particular cases of restrictive practices, and empower ITO to 
sions and recommendations in respect of such complaints. 


sidies and Counter Measures 


m © of chapter IV deals with export subsidies and with domestic subsidies 
stic subsidy consists of special payments by a government to producers 
duct to stimulate its output. Unlike an export subsidy, such a domestic 
does not result in a difference between the selling price of the product 
» home market and on the export market, in case a portion is sold abroad. 
lingly, members are not prohibited from granting a domestic subsidy but 
ved under article 25 to consult with other members or the organization 
equest, with a view to agreeing upon limitations of the subsidy if this is 
y to avoid serious prejudice to the trade of others 
rt subsidies consist of special payments or bonuses by a government on the 
a product enabling it to be sold in foreign markets at a lower price than 
d at home, thus capturing markets which could not be obtained under 
competitive conditions. Moreover the subsidy payments may be so 
ered as to discriminate between different foreign markets. Competing 
s in other countries usually consider this form of subsidy to be particu- 
destructive and, in retaliation, other governments frequently resort to 
tariffs, quantitative restrictions, or other trade barriers. Thus, export 
es tend to defeat the objectives of articles 16, 17, and 20. Accordingly, 
© of chapter IV limits the use of this device. Export subsidies are pro- 
(article 26) except in the case of a primary commodity (article 27). 
hen permitted, the subsidy must not result in the acquisition of more than 
share of the world market by the member in question (article 28). In 
f conflict with other members interested in the same primary commodity, 
[TO will determine, in accordance with certain rules, what constitutes 4 fair 
of the market. Finally, other members are permitted under article 34 to 
ountervailing duties on imports of products which are subject to export 
es or domestic subsidies by another member. 


III. QUALIFYING PROVISIONS 


the drafting and negotiation of the Charter among the representatives of 
intries, it was found necessary at certain points to qualify the basic rules 
“ey” provisions laid down in articles 16, 17, and 20. Such qualifications or 
ns were required in the interest of promoting customs unions of free-trade 
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ireas, promoting the development of “under-developed” countries, protect 
country’s monetary reserves in the face of serious balance-of-payments dig 
ties, and furthering the requirements of national security. It will be noted 
a matter of great importance in connection with the fundamental purpos 
Charter, that the ITO is given substantial powers of review and determ 
or recommendation, to ensure that these various qualifications and excep} 
fo the general rules will be applied only if necessary and for the time and to 

extent they are necessary and that their administration will be fair and peggy) 


able in the light of the interests of other members. 


1. QUALIFICATIONS RELATED TO ARTICLE# 16 


(a) Customs Unions and Free-Trade Areas 


Article 44 permits members to form customs unions or free-trade areas « 
though such action would be contrary to the strict terms of article 16 reg 
nondiscriminatory treatment by each member of the trade of all other men 
Customs unions have been almost universally regarded as legitimate except 
to the principle of most-favored-nation treatment because of the economic 
to the parties concerned and, indirectly, to the other countries of the w 
Accordingly, the Charter recognizes that the rule of nondiscriminatory treat 
should not be allowed to stand in the way if two or more members are \ 
to face the adjustments that may be required by the wholesale abolitior 
harriers to trade between their respective territories. The Charter also re 
nizes that it may not be feasible to put a customs union into effect in a single ste 
Transitional arrangements are therefore permitted but ITO must approve th 
in advance to ensure that a complete customs union will be achieved with 
reasonable time 
(b) Preferences for Economic Development 

Article 15 also qualifies article 16 by permitting neighboring countries to ¢ 
to each other on certain products lower tariff rates than apply to imports of tl 
same products from other countries, in order to ensure an adequate market 
the development of new industries. To prevent abuse of this departure f: 
principle of equal treatment, it is provided that preferential arrangements und 
this article either must be expressly authorized by a two-thirds vote of ITO 
must be based upon a finding by ITO that the arrangement in question meet 
number of rigorous conditions and requirements which are set out in det 
These include limitations on the size of the margin of preference, the durati 
of the agreement, etc., as well as notice and consultation with affected memlx 
and the organization. 


(c) Scarce Currency Provisions 


Article 23 qualifies the general rule laid down in article 22 (discussed 
on page 5) that import quotas, when permitted, must be administered in 
discriminator manner Article 23 is therefore related to article 16 
concerns the subject of discrimination It is also one of the n 
and highly technical in the entire Charter since it involves inter! 
tary questions In a general w Ly this article owes its existem 

te of world nance in which only the [ S. dollar and a few 

re convertible’, as opposed to other national currencies 
for purchases in the country of issue, but cannot be freely 
exchanged for, other currencies This condition reflects 
demand for imports from the United States and the fe 


countries Article 25 permits a member which is in balance 


culties and therefore rationin its supplies of foreign curt 


imong supplying countries in its purchases to best conserve 

cies of which it is short A member can require the purchase « 
product in a “soft-currency” country even though it would be 

to buy in a “hard-currency” country Discriminations of this kind 


found in bilateral trading agreements under which two government 


reciprocal purchase and sales programs for a given period. They can 
} ‘ 


disrupt the normal and n t economical pattern of world trac 


ovisions of article 23 (and annex K) provide for their virtual ¢ 
ift the end of the postwar “transition period’ as determined for ea 
by the International Monetary Fund Moreover, after Mareh 1, 1952 
applying such measures must consult the ITO or the Fund, or both, re! 
their continued use. 


’ YT 
’ 
' 
! 
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QUALIFK TIONS 


lification of Tariff Conce 
e 40 corresponds to the “e ause recent trade agreements 
ted by the United State 
i tariff concession granted to 
of that product increase to such a ct t and 
ise or threaten serious injury to domest produce 
essary because of an unexpected 


lat home or abroad The member 


the ITO as soon as practicable concer 


nd it i obliged to consult with 
ed and the eoncessior nevert he 
Wd «len ~ i qu ent 


on 


7) if will be reenlled 
t prohil it the use of q! 
ready been noted that deviation 
n certain exceptional circumstance 
f re, in addition, two other qualific 
lin articles 13 and 21 


Quotas for Economic Deve lopment 


e 13 is written in the interest of member \ may wish, for a limited 

to impose a measure of protection against the imports of some product in 

pe of promoting a new industry The “underdeveloped” countries attach 
' 


portance to it as a means of ensuring that the rules of the Charter will 
o applied as to prevent the industrialization of their economies in future 


expressly recognized in the article that if a product has been included in a 
yreement with another member, there is no “escape” available on these 
except by negotiation and agreement The member in questi 
ide the other member to whom the commitment as made to allow 
e a quota on the product, or to increase the tariff, in exchange for an 
lent bargain 
wever, the product in question is not the subject of a previous trade 
ent, article 13 (section C, paragraphs 6-10) provides a possible escape 
the rules forbidding the use of quantitative restrictions on imports for 
purposes (article 20) and the use of internal mixing regulations 
18) The article sets forth three alternative possibilities: (1) the 
vhose trade would be affected by the action may consent to it, subject 
tever conditions are agreed upon; (2) the organization may gr i 
i ubject to certain findings and limitations; or (¢ 
rant such exemptions if it finds that certain highl 
irements are fulfilled. In this latter case, however, a time limit must 
fied for the protective measure which, moreover, ren ib] The 
e must also be so administered as to avoid um al lamage to the 
rcial or economic interests of other members, in ling their nor d 
t and domestic employment 
permit as a tra 
ng quotas for economic 
ducts and quotas in questior 
o the time the member maintain 
e reviewed by [TO in 
cle 13 and in no case may quotas 
pect to products which have been the 


Quota Systems for Monetary Purposes 


e 21 constitutes the major exception to ft 


+ 


of quantitative restrictions It allows sur 
e whole or part of its imports by a member 
vhich threaten its monetary reserve In ot 
broke in its foreign exchange accounts, it ma 
foreign goods However, ITO must be consulted b 


tative restrictions are imposed or if existing 
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\ members imposing quanitative restrictions under this article 
Charter comes into force are obliged to get rid of them as quickly as 
and ITO must within its first two years review any that may exist M 
under article 24, the International Monetary Fund is given exclusive a 
to determine the facts about the condition of the member’s reserves 


(c) Intergovernmental Commoditu Agreements 


Ch iptel vi. which includes arti les 55 to 70 and covers the subject 
rnmental commodity agreements, may likewise be regarded as a qua 


article 20. Chapter VI is included in the Charter in view of spe dif 
ties that appear to exist in the case of certain primary commodities 


ipply and demand characteristics of some of these commodities give ris 
ibility of exaggerated price declines and severe distress to pr 


* e 
When governments take certain measures to relieve this distress, such as ex 


ibsidies in conjunction with domestic price support programs, intern; 
le may become disorganized and producers in other countries ma 
‘ly affected. Accordingly, chapter VI permits members to enter int 
al agreements relating to the exports and imports of a primary co 
h agreements are subject to special requirements when they regula 
or when they regulate production or impose any controls on imports or ex 
which might have restrictive effects. They may be used only in situations 
n Which a burdensome surplus is expected, threatening severe hardship 
numerous small producers, or (b>) in which severe unemployment is expect 
owing to lack of other opportunities for jobs (article 62) Such agreements 
though renewable, must also be limited in duration to five vears or less 
must be accompanied by a program of economic adjustment designed to reme 
the underlying difficulties Moreover, countries which are principally 
sumers must have a voice equal to that of producing countries in the ope 
of such agreements, and ITO has the right to determine whether a given a 
ent meets the standards specified in chapter VI. 


4. QUALIFICATIONS RELATED TO ARTICLES 16, 17, 


(a) General Commercial Policy Exceptions 


Article 45 lists a number of exceptions commonly found in commercial treat 
and agreements and relating to such things as sanitary measures, cust 
enforcement, patent protection, gold and silver, ete. Provision is also made 
temporary measures essential to allow members to deal with shortages o 
modities through price control and rationing. There is included a genera 
guarding provision to prevent the abuse of these exceptions for purposes oth¢ 
than those for which they are intended. 

(b) National Security Parceptions 

Article 99 is a general exception for reasons of national security, applica! 
to Articles 16, 17, and 20 and to all other articles of the Charter. It provides 
that no member shall be required to disclose any information which would be 
contrary to its esential security interests. Moreover the Charter shall not 
vent a member from taking any action it considers necessary to protect 
security interests in relation to fissionable materials or traffic in war materials 
In time of war or other emergency in international relations, a member ma) 
take any action which it considers necessary to protect its security interest 


IV. SPECIAL PROVISIONS 


The articles concerned directly with the international exchange of goods have 
now been accounted for in relation to the “key” provisions of the Charter. The 
remaining articles bear upon the special subjects of employment (chapter Il 
economic development and investment (chapter III); and the functions of the 
organization as an international agency (chapters VII, VIII, and IX). A brief 
explanation of some fundamental points in these chapters follows. 


1. CHAPTER II. EMPLOYMENT AND ECONOMIC ACTIVITY 


Economic depressions and national measures to counteract them profound! 
affect foreign commerce. Hence provisions on this subject may properly find a 
place in a Charter whose primary purpose is the expansion of internation 
trade. In article 3 each member agrees to take measures, appropriate to its 
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itical and economic inctitutions, designed to maintain full and productive 
ment within its territory This objective is consistent with the policy 
irpose of the Employment Act of 1946, a postwar program laid down by 
l'‘nited States Congress for this country. Such measures must, of course, 
mpatible with the Charter, and the member must try to avoid spreading its 
ion to other countries. 
lepression occurs in one country while others remain relatively prosperous, 
ports are likely to drop while its exports temporarily remain high. Since 
reates difficulties for the other countries, chapter II provides that the 
er in question shall make its full contribution toward correcting the sitna 
ind that other members shall also take appropriate action to avoid a gen 
hrinkage of world trade 
Finally, the chapter provides that each member shall seek to climinate unfair 
standards, particularly in its export industries, and that appropriate con 
ion and cooperation with the International Labor Organization will be es 
hed. 


CHAPTER III, ECONOMIC DEVELOPMENT AND INTERNATIONAL INVESTMENT 


a significant fact that more than two thirds of the world’s two billion 
le live in countries which consider that they are underdeveloped relative to 
ndustralized nations of western Kurope and North America. The Charter 
mizes that the development through sound measures of economic and in- 
rial resources in underdeveloped countries will raise standards of living and 
and international trade. Accordingly, provision is made for ITO, in co 

eration with other international agencies, to advise members as to their plans 
economic development and help them procure further advice and assistance. 
members within whose boundaries there exist disposable capital funds, 
juipment, and technology agree not to impose unreasonable or unjustifiable 
pediments that would prevent other members from obtaining on equitable 
such facilities for their economic development. 
e general economic progress and industralization of underdeveloped coun- 
the Charter recognizes, would be stimulated if private foreign investment 
encouraged in these areas through proper protection and security. <Ac- 
rdingly, members agree under article 11 to take no unreasonable or unjustifi- 
iction injurious to the rights or interests of nationals of other members in 
enterprise, skills, capital, arts, or technology which they have supplied. 
bers also agree, in article 12, to provide adequate security for existing and 
future investments, but they may take measures to ensure that such investments 
not used as a basis for interference in internal political affairs. Likewise, 
bers retain full right to determine the conditions under which new invest 
nts, if any, may be made by foreign nationals. They have the further right 
npose, on just terms, requirements as to the ownership of existing as well 
ture investments. 
ie of the above provisions, however, can override any obligations toward 
gn investors that a member may assume under any other international 
ment If, for example, a treaty between the United States and another 
ber imposes greater limitations than does the charter upon freedom of gov 
ental action toward investments owned in either country by citizens of 
these treaty obligations will prevail In this regard, article 12 a 
that a member will, if requested by another member, participate in 

or an agreement relating to investment opportunities and secur 

ents 

mmary, articles 11 and 12 require that no unreasonable inju 

n be taken toward foreign investments, that ownership require 
” imposed on just terms, and that in general the treatment of foreign 
must be reasonable. If disputes occur between members concerning 
ition of these requirements, such as the determination of just compet 
» foreign owners whose property has been nationalized, the Ivo has 
ke decisions, and the issue may be further carried to the Intern 
of Justice under appropriate circumstances. (These procedures are 
ed in the following section of this Guide.) In this manner, principles of 
and of international law may be applied to the highly complex and varied 
imstances of individual cases. Finally, Iro may formulate and promot 
ment among members on a foreign investment code which would be more 
ed than the provisions of the Charter concerning this subject 
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CHAPTERS VII, VIII, AND IN Pile ORGANI 


An organization to administer the provisions of the Charter is proy 
apter VII It is governed by a general conference consisting of all me 
of whom has one vote and none the right of veto. Many functions 


ui 
ouference are, or may be, delegated to an executive board consisting of 18 
including as permanent members the eight states of chief economic im 
er this arrangement the United States would have a per 
Ll; among the remaining seven entitled to permanent seats w 
rance, Benelux (the customs 


ar 
i Canada, the United Kingdom, | 

of Belgium, Netherlands, and Luxembourg), China, and India Con 
posed of highly trained experts, will be established to advise the Boar 


conference on the complex technical problems which will arise in Iro's 


ds of activity 

One of the major functions of the organization is set forth in chapter VI] 

relates to the settlement of differences between members, without res 
economic Warfare” which frequently results from retaliatory measures 

one country against the actions of another. Article 92 provides that me 
bers will not have recourse to such unilateral measures and will settle 
differences in accordance with the procedures provided for in the Charter. T) 
Will consult with each other when necessary and may use the good offices of | 
to help settle their differences 

If a dispute cannot be settled by agreement between the parties, any membe 
concerned may refer it to the Executive Board. The Board must then invest 
gate and decide whether a complaining member has in fact been injured thro 
a loss of benefits under the Charter because of action or nonaction of anothe 
member The Board must next determine whether the action or nonaction was 
in violation of obligations assumed by members under the Charter, If an o 
gation has been breached, the Board may request the offending member to take 
the steps necessary to conform to its obligation. If no obligation has beer 
breached, the Board may make recommendations to the members to help then 
adjust their differences In either case the Board may also release the injured 
member from obligations or concessions granted to the offending member, to the 
extent that benetits under the Charter have been nullified or impaired by the 
action of the offending member Members aggrieved by the action of the Boar 
may appeal to the conference which can confirm, modify, or reverse the Board's 
action. Finally, any decision by Ivo may be brought, at the request of 
member whose interests are prejudiced, to the attention of the Internati 
Court of Justice by a request for an advisory opinion under the Statute of 
Court. 

The second main function of ITO concerns the administration of provisior 
which set forth qualifications or exceptions to the basie rules of the Charter 
As noted under section III of this Guide, there are numerous instances calling 
for the exercise of discretion by ITO, in accordance with prescribed standards 
in order that it may be determined whether a member may or may not take 
certain proposed measures, This introduces a necessary and desirable element 
of flexibility into the Charter and enables it to be adapted to the numerous an 
changing conditions of the modern world. 


Exutpitr No, 22 
From Department of State Bulletin, August 13, 1951] 


THE NEW INTERNATIONAL ECONOMIC CHALLENGE 


By Witiirp L, THorp, Assistant Secretary for Economie Affairs’ 


The economic problems faced by the United States have changed drastically i 
the last 18 months, and the same can be said for virtually every country 
the world. The attack on Korea gave new urgency to the efforts of the free world 
to build military strength. Greatly increased military requirements were imposed 
on the productive capacity of the world, already occupied in meeting expanding 
civilian demands. Today, our international economic problems stem from ¢ 


Address made at the University of Michigan, Ann Arbor, Mich., on July 19 and released 
to the press on the same date 
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f shortage. Stated much too simply, our immediate economic problem is 
nging requirements and production into equilibrium without permitting 
to destroy the delicate balance which exists among the many elements 
nomy 
mmmodities were also in short supply at the end of World War Il. In 
yintries, productive capacity had been disrupted, disorganized, or de 
nd the products available in the rest of the world had to be carefully 
ed and distributed At first, the great need in the war-devastated areas 
food and other necessities of life Then the requirement of relief 


ave way to those of recovery In the ist & ven these economies 


e rapid strides, and production has increased rapidly, particularly with 


Plan assistance As a matter of fact, the problem had become more 
re one of developing trade channels so that these same countries could 
cir dependence upon foreign aid by bringing their imports and exports 
nce Even that problem, usuall labeled the dollar hortnaue vas 
elding to the effort of many countries to reach a point where they could 
own way 
drastic change in the international economic scene is the result of the 
hened determination to rearm, ‘That the free countries did not feel secure 
face of the Russian threat had already been evidenced in the conditions 
ed to the establishment of the North Atlantic Treaty Organization—the 
the Russians had not disarmed after the war, and the fact that they had 
ed to give high priority to a vast armament buildup, including military 
hments for their satellites as well Llowever, the danger became erystal 
ill to see, When they demonstrated their willingness to encourage and 
rresponsible aggression. The attack on Korea forced the free world 
take its own rearmament on a new scale of magnitude and urgency 
economic area was the impact of this new development felt as severely 
that of raw materials. It is undoubtedly true that in recent years our 
ty to fabricate has expanded more rapidly than our supply of raw ma 
nd probably the rapid increase in industrial production in this country 
Western Europe in 1950 by itself alone would have put substantial pres 
the raw material markets. As an added element, the United States 
ment was active in many markets in building up its stockpile of atewic 
However, when to these was added the recocnition of the fact that 
s quantities of raw materials would be required to implement the arm 
program, a fact which had an exaggerated effect on the situation by en 
raging speculation, the raw material markets reacted immediately and prices 
wketed For some commodities, even where prices did not rise substantially 
the case of sulphur, the deficit situation was reflected in the inability of 
spective purchasers to locate any available supply. 


WORLD-WIDE EFFECT OF RAW MATERIAL SHORTAGE 


situation held a serious threat to all industrial economies where actual 
e could lead directly to serious disruption of production. In many in 
a number of different raw materials must be combined into a final prod- 
| the lack of any one of them could stop the flow of the finished product 
hermore, the problem is not only one of supply but also of price 
tremendous advance in raw material prices could not help but disturb 
omies where price structures and wage levels often were in rather uncertain 
nce, For some countries, largely producers of raw materials, the high prices 
well prove to be a bonanza, creating difficult problems of financial disci 
e often associated with the sudden attaining of unexpected wealth In other 
ies, large consumers of imported raw materials whose prices had gone up 
ore than those of the manufactured goods which they sell abroad, the 
ficulty of meeting their foreign payments again became serious. 
lo put the problem in economic terms, it was simply that the demand for 
iw materials caused by the active civilian economies and the rearmament pro 
ms exceeded the supply of those materials, and the net result was a rapid 
ease in price. In some instances, prices have declined in recent months as 
cinal speculative outburst has worn off, and as other adjustments in de- 
ir supply have been made, but, in general, raw material prices are still far 
ve other elements in general price levels. The problem of raw materials, both 
and price, has become a major preoccupation of top officials in every gov- 
ent because it not only affects the health of their civilian economies, but can 
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prove to be a limiting factor on even the most energetic efforts to build 
military structures, 

In the United States the raw material problem has been approached in a nyy 
wer of ways The first has been to endeavor to cut back the demand lo go 
extent this has been done by efforts to reduce the dollars in the hands of | 
chasers. For example, Regulation W of the Federal Reserve Board reduces 
availability of installment credit ; increases in taxes reduce purchasing power 
the hands of corporations and individuals; and the efforts to reduce the yo 
of credit have been directed at restricting business expansion and new ho 
starts. 

The problem has been attacked not only by the efforts to reduce pure} 
power, but also more directly by limitations in the use of materials 
supply. The Defense Production Authority has required the elim 
reduction in the rate of production for civilian consumption of 
essential products in order to reduce the requirements on scarce raw 
Some nonessential uses have been forbidden, and in other cases li: 
been placed on the total permissible production of finished products | 
case of certain basic materials, such as steel, copper, and aluminum, the G 
ment is now allocating the supply among producers, thus cutting back on 1 
uses. Finally, in some instances, such as rubber, tin, and tungsten, whic! 
largely from abroad, the Government is doing all the buying and ther 
able to control use within the American economy by its control over distr 

Not only are steps being taken to cut back requirements, but steps are ; 
being taken to increase the supply. In the case of rubber, the war-built synt 
rubber plants are being brought back into full operation; in the case of 
the Department of Agriculture successfully set a greatly increased acreag 
expansion projects for sulphur already under consideration give promise of 
increase of 12 percent over the 1950 domestic output; special inducements h 
been offered to producers who might otherwise be unwilling to expand 
production under present price ceilings, through accelerated tax amortiza 
direct loans, loan guaranties, long-term procurement contracts, and 
purchase commitments. 

Efforts are being made to increase foreign raw material production thr 
Eca projects, Export-Import Bank loans and long-term supply contracts 
example, credit has been extended to projects to produce manganese in Bra: 
tungsten in Argentina and Peru, and sulphur in Argentina and Mexico 
addition, exploration has been assisted in instances such as manganese, lead 
and zine in Greece; tungsten in Portugal; copper, lead, and zine in the Belg 
Congo; chrome in Turkey and New Caledonia; industrial diamonds in Bh: 
Guiana and French Morocco; and columbite in Norway and British G 
This encouragement of exploration parallels efforts in this country, wher 
Government has offered to pay from 50 to 90 percent of the cost for prospecting 
for 28 different minerals; 700 applications have been received, and a nu 
of promising projects have already been approved. By thus reducin 
effective demand and increasing the supply as much as possible, the pre 
on the markets have been greatly reduced, the necessary raw materials have 
been made available for the rearmament program, and the maintenance of price 
ceilings has been possible. 

However, the problem of raw materials is not one faced alone by the Ut! 
States. There are some strategic materials in which we are self-sufficient 
as molybdenum, petroleum, sulphur, and phosphate rock. On the other | 
there are other products which we obtain almost entirely from abroad, su 
quartz crystals, industrial diamonds, tin, nickel, long-fiber asbestos, and 
tegie mica. There are still many other products where more than a thi! 
our supply is imported, such as copper, lead, zine, and tungsten. Other cou 
of course, have different geological resources, but all face the same problem 
lependence for much of their requirements upon sources outside their own « 

Normally, we all compete in the world markets for these materials 
the face of limited supplies and high prices, many other countries have tal 
steps closely paralleling our own. The British have restricted the use of 
commodities to various percentages of 1949 or 1950 use. In many other c 
government purchasing has given the government a means of restricting 


essential uses, 


THE INTERNATIONAL MATERIALS CONFERENCE 


However, the world requirements still exceed the world supply, and in su 
a situation of shortage no amount of domestic stabilization on our part could 
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skyrocketing of world prices if other countries went into the market 
It therefore became apparent last fall that international actior 
sarv, and the United States, the United Kingdom, and France set out 
ome international machinery. This led to the setting up of what 
as the International Materials Conference The Conference has a 
Group with ten members, namely Australia, Brazil, Canada, France, 
ily, the United Kingdom, the United States, and representatives of the 
on of the American States (Oas), and of the Organization of Kuro 
nomic Cooperation (Orgec). This group provides geographical repre 
as well as that of producer and consumer countries. The Central 
responsible for initiating action in connection with any commodity 
members feel that international consideration would be helpful. 
m which action has taken has been to set up specific commodity com 
vhose members are representatives of the leading producing and con 
ntries in the free world of the particular commodity to be considered 
out a dozen countries in all Each commodity committee therefore 
the main producers and the main consumers who, after all, are those 
ncerned with the behavior of the commodity. Neither the Central 
r the commodity committees have any charter or bylaws, but they are 
a group of responsible government representatives gathered together to 
der with each other what can be done to deal with whatever seem to be the 
e problems for their particular commodity ‘There are now seven com- 
dealing with the following groups of commodities: copper, lead and 
ton and cotton linters; manganese, nickel and cobalt; molybdenum and 
pulp and paper; sulphur; and wool 
ese committees have no powers except to make recommendations to govern 
Therefore, the solutions which are devised must be so reasonable and 
ible as to Command acceptance. Up to the present time, technicians have 
to Washington by almost thirty countries to participate on one or 
ommittee, and they have been at work for several months. Each com- 
nade a survey of world requirements and supply. It has listened to 
s and received information from representatives of nonmember coun- 
Oo wished to appear. Already, agreed recommendations have been de- 
wd for the conservation of tungsten, molybdenum, manganese, cobalt, nickel, 
opper. The meetings together have also stimulated technological improve 
e, as a result of the discussions, French experts have visited this 
to learn about boron steel. In turn, French experts have made useful 
ns to reduce the sulphuric acid requirement in fertilizer production, 
we can see specific international action in four particular cases. 
gsten and molybdenum are metals of particular importance in making heat 
t steel. There is no doubt but that present world production is far short 
ent world demand. What the international committee has done, beyond 
jing recommendations for conservation, is to estimate the available supply 
en recommend to governments the fair distribution of this supply among 
irious consumer countries for the third quarter of this year. The govern- 
s concerned have accepted the recommendations of the committee. Further- 
with one exception they have agreed that the prices shall not exceed those 
have been the ceiling prices in the United States. 
third case, that of sulphur, is one in which the United States is the chief 
er and the demands by various countries for American sulphur have far 
ed our ability to supply. What the commodity committee has done is to 
i fair basis for distributing sulphur among the various countries, thus 
the United States of what would have been an exceedingly difficult prob- 
nd a type of problem hardly calculated to create friends. In the fourth 
t of paper and pulp, the committee has already agreed upon emergency 
ns of newsprint to take care of special shortage situations in some eleven 


World War II the problem of the equitable allocation of raw materials 
indled by a board with only two members—the United States and the 
Kingdom—and the decisions which were reached were effectively enforced 

the control of the world’s shipping. Today there is no such sanction 
luust rely on international cooperation. It is to me a most encouraging 
it the International Materials Conference is working so busily and so well 
ntirely voluntary and cooperative basis. International machinery cannot 
blems unless individual countries are prepared to do their part also. 


of July 2, 1951, p. 23. 
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However, international consideration can be of incalculable value in deve 
ommon national actions in the areas of supply and requirements, and of « 


ating the dangers of an international scramble for these materials yw 
nevitable results of high prices and wasteful utilization 


ALLOCATION OF MANUFACTURED GOODS 


I do not wish to make it appear that all commodity problems relate 
materials, for there are serious shortages in manufactured products 
This shows up particularly in the international field where the interest of 
countries in the American market is focused particularly on short supply 
such as fertilizer, agricultural machinery, electrical generating equipment, fr 
ears, and tin plate. In every one of these cases American supply is 
by the diversion of steel and other materials to armament production as 
the high level of demand of the American civilian economy. In every ons 
these cases foreign countries, many of which are earning large supplies 
dollars through sales of raw materials, are eager to buy in the American 
ket, and again the problem of a proper and appropriate allocation er 
the picture. Our interest in these matters is not merely one of ma 
trade channels, but of seeing that essential requirements of other count 
met, and that their programs of economic development are carried forway 
far as possible. We have machinery available through the export license syst; 
for establishing a pattern among foreign claimants by limitation, but it e 
bring about the acceptance of foreign orders by American business met 
still remains the exceedingly difficult problem of the proper division betws 
domestic and foreign requirements, and the possible necessity for meeti 
foreign requirements as are essential through D. O. orders which es 
priorities, allocations, or actual setasides 

In general, the policy of the United States is that we are willing to s 
where sharing is needed. We place armament and essential civilian req 
ments first, both at home and abroad. In terms of our immediate 
interest, we need a program of international cooperation, for we import 
more essential materials than we export. In fact, there are 70 commor 
in the list of our strategic requirements which come wholly or partly 
foreign sources More important, however, is our basic desire to build stre 
in the free world. And that requires the most effective and efficient use 
the deficit commodities throughout the world. 

I have discussed the adjustments which are being made in the supply a 
demand aspect of these commodities because that is the basic answer 
problem of efficient utilization and also to our hopes of achieving price stab 
tion. However, there is another set of problems which arise directly it 
price field. I have already discussed the combination of circumstances wh 
drove raw material prices up so rapidly—active civilian demand, armame 
demand, stockpile purchases, and speculative buying. We made a valiant eff 
to stop further price advances when price ceilings for transactions in the Unit 
States were established at the levels of the beginning of this vear. But 
of course, did not control prices in other countries, and for many commodities 
the world price level advanced still further. This meant that sellers wer 
likely to sell to purchasers in other countries wherever possible rather than 
American buyers. The United States copper ceiling was 24% cents, but 
world market price was nearer 30 cents and sales have been reported at | 
as high as 40 cents. The dilemma thus created is a real one. Either Ameri 
buyers are unable to purchase in foreign markets, or the price ceilings on imports 
must be raised with the effect of weakening the entire efforts to stabilize. The 
fore, we have a real interest in the price levels of other countries. In one 
stance, we have forced a major reduction in price, that of tin, by simply stayil 
out of the market. Obviously, that is not a long-run solution. 

As a matter of fact, this problem of domestic versus world prices has been met 
in a number of ways. Many imported products, particulary consumers’ goods 
are allowed to come in with only the American additions to the foreign export 
price being under ceiling control. For some raw materials which must be ol! 
tained abroad, where their use is limited and specialized, and where they cor 
stitute a very small part of the cost of finished goods, the ceilings have actually 
been removed. For other products, Government purchasing has been esta! 
ished and the material then resold to the American consumer. Of course, ts 
technique of Government purchase and resale might be used to equalize prices 
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he Government absorbing the difference, and this is one of the authorities 
tlv being requested in the extended Defense Production Act 
le Tam talking about our present-day commodity problems I must inter 
till one further complicating factor, and that is that the military program 
h we are interested is not merely the program of the United States but 
program of many other countries To the extent to which we assist these 
es to build their military strength by sending them equipment and other 
iry material, the process merely adds their requirement to our ow Amer 
defense production program. However, we also have a major interest in 
raging military production itself in other countries. This may mean ad 
| requirements for them in the way of raw materials as well as new ma 
fools and other equipment It may even call for finished consumer goods 
s where it has been necessary to divert productive capacity from civilian to 
ry use. These elements also have to be included in all calculations 
ve not tried to give you the full detail of the many commodity problems 
pear in a period of shortage, but merely to suggest the variety and the 
xity of considerations which have suddenly become important in the last 
nths. These are difficult problems but at least I think we are entitled to 


t we have tnade substantial progress toward increasing the 


g the most effective use both nationally and internationally of that supply 
h is available. 


upply, and in 


en the most successful plan for the distribution of goods is of little effective 
inless purchasing power is available to carry out the distribution. There 


in facing the new economic problems of the day, we must work not on 


v in 
of the prospective requirements and supplies of commodities, but in terms 
inges in the flow of dollars needed to achieve the desired flow of commod 
In the United States, this particular problem is most serious in connec 


ith the greatly increased schedules for military goods The problem there 
s that of how to assure an adequate supply of dollars in the hands of the 
iser, Which is of course the United States Government, and gets us at once 
to questions of fiscal policy, taxes, Government borrowing, and the like The 
em does not stop at that point, of course (in a broader scale, the location 
rchasing power among various groups within our economy has substantial 
ence on the effectiveness of our efforts at tabilization Th » same prob 
ire also present in every country which is accelerating the strengtheni 
ts military structure. 


PHE DOLLAR DEFICIT 


far as international relations are concerned, the dollar problem also has 
v aspects under present conditions. I shall not endeavor to discuss our inter 

nal assistance programs in terms of their full political, economic, and so 
implications, but only as they relate to their problems which I have alread 
ed concerning requirements and supply. The greatest dollar deficit is in the 
ability of dollar purchasing power in the North Atlante Treaty countries 

n certain other countries such as Greece and Turkey, to purchase those mili 
ry items which they must get from the United States in order to achieve the 
id expansion of their military strength which is contemplated. Ina sense, this 

no way a new type of American assistance. During the war we supplied 

mous quantities of miltary material to our allies under lend-lease arrange 
ents. After the war we continued to provide them with military equipment 
ugh the disposition at bargain prices of the surpluses which inevitably accu 
ited. In connection with the development of the North Atlantic Treaty Or 
zation, we undertook to share in the burden of building military strength, 
ast year assistance was appropriated for this purpose to NaTo and certain 
ler countries in excess of 5 billion dollars, a small part of which was to aid 
tary production. The proposal which is now before Congress would author 
#@ assistance in the form of military end items, military training, and military 

stance during the 1951-52 fiscal year of $6,250,000,000, of which $5,240,000,000 
8 for Europe. 

However, in spite of the tremendous strides which have been made in European 
ecovery, hot every country has reached the point where, even exclusive of mili 
ary requirements, it can completely pay its own way. ‘To be sure, several West 
ern European countries received no assistance in the form of grants last year, and 
grant assistance to the United Kingdom was discontinued at its request as of 
january 1, 1951. Some countries, however, still need economic assistance, nota 


} 


} 
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bly Greece, Italy, Austria and Western Germany, while others require a 
primarily to carry out programs of domestic production in support of their aug 
mented military programs After all, the Marshall Plan as originally contem 
plated anticipated a period of four years of operation, and it has only been 
operation for three The goals which were set at the outset seem well « 
way to achievement within the four-year period. The economic assistance 
Europe proposed for the next fiscal year is 1.650 billions. As a matter of fa 
because of the reduction in economic assistance the proposed military and ec 
nomic assistance together for Europe is approximately equal to that which was 
authorized last year in spite of the great increase in their military programs 
However, the threat of communism is not exclusively a military threat. March 
ing armies are not the only means of aggression, and we all recognize that the 
process of building strength in the free world involves defeating those allies of 
communism which lead to internal instability—hunger, disease, poverty 
hopelessness. There are enemies against which all believers in progress n 
continually fight 
For many years the United States has given assistance to other countries f 
their economic development, but last year for the first time such programs wer | 
established in legislation by Congress under a broad policy directive in the A 
for International Development We believe that economic development of 
underdeveloped areas should be encouraged on political, economic and social 
grounds, At this moment, some of the underdeveloped countries do not need 
dollar assistance for economic development because of their substantial earning 
in connection with the sale of raw materials, but there are others where this 
fortunate condition does not exist There are still other instances in whi 
cooperative programs of technical assistance, in which the United States would 
participate, are of value not only in demonstrating our interest and cooperat 
but as pilot and demonstration operations. It is to meet problems of this type 
that the Mutual Assistance Security Bill includes provisions for economic assis 
ance outside of Europe in excess of 500 millions. I should mention that included 
within this total are certain specific programs which call for special action o1 
our part. There is an amount of $112.5 millions which is to be available 
the rehabilitation of Korea whenever the United Nations Korean Reconstructio: 
Agency is able and ready to undertake its exceedingly difficult assignment. In 
uddition, there is a substantial sum to be dedicated to projects intended to con 
tribute to the resettlement of the Arab refugees. To these sums included in 
the Mutual Security Assistance Bill should be added assistance which will 
provided in the form of loans, the chief sources of which are the Export-Import 
Bank of Washington and the International Bank for Reconstruction and 
Development. 
Just as commodity requirements will not be met unless purchasing power is in 
the hands of those entitled to purchase, dollars do not constitute programs unless 
they can be converted into commodities. During 1950, as a result of all their 
economic transactions with the United States, foreign countries increased their 
gold and dollar holdings by over 3.6 billions, and this situation is continuin 
Of course, this sum is not evenly distributed among countries, and in many in 
stances is serving to strengthen their curency and other reserves. However, 
this continued out-flow of gold from the United States is at least an indication 
that commodity availability is a limiting factor on potential foreign purchases, 
although both imports and exports are moving at relatively high levels. At 
least, it reinforces the basic point that our international economie foreign 
policy must express itself both in the equitable allocation of commodities and 
in the effective utilization of dollar assistance. 
What does all this add up to? Essentially, the new situation in terms both of 
commodities and of dollars is based upon three simple propositions: 
1. The best hope of preventing another world war lies in making ourselves 
and our friends strong. 
2. To do this requires the intelligent development and utilization of the 
resources of the entire free world through international cooperation. § 
3. The strength which will come from the collective efforts of free countries W 
will far exceed the possible achievement of the national components separately 
As I have indicated, the actual carrying out of such objectives is no eas} £1 
matter. We shall have to bear heavy burdens as consumers and as taxpayers At 
(ther countries will share in carrying the economic burden, but as the richest ; 
and strongest country in the world, it will fall most heavily on us. However, 
present programs do not indicate that our share of this burden is too heavy for 
us to carry. During the war years, we devoted as much as 45 percent of our 
economic effort to war production. Present plans do not carry it beyond 20 eR 
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three years before we and our allies can once again begin to see the 
tion of the advance in our standard of living. 
st serious problems lie in the degree of effectiveness with which we 
e ourselves to meet the present temporary difficulties. We must find 
ht balance between such economic factors as prices and wages, require 
and supplies, consumption and savings, and foreign and domestic require- 
During the shortage period, we cannot permit economic forces to operate 
their normal freedom. If we can manage our aftairs with reasonable 
cence, the cost will be low and certainly the goal deserves our utmost 
We are trying to prevent World War III by building the might of 
a and with it the might and security of the free world 


And with the ability of our economy to expand, it should be only 


Exuisit No. 23 
(General Ceiling Price Regulation, Supplementary Regulation 70] 


SR 70—ADJUSTMENTS IN CEIING PRICES FOR SLAB ZINC AND PRIMARY LEAD 
PRODUCED IN THE UNITED STATES, ITS TERRITORIES OR POSSESSIONS 


suant to the Defense Production Act of 1950, as amended, Executive Order 
1 (15 F. R. 6105), and Economic Stabilization Agency General Order No, 2 
. R. 738), this Supplementary Regulation No. 70 to the General Ceiling 
Regulation is hereby issued. 


STATEMENT OF CONSIDERATIONS 


s supplementary regulation increases by 2 cents per pound the ceiling prices 
fore established for slab zine and primary lead produced in the United 

s or its Territories or Possessions 
it one-third of the zine and lead consumed in the United States comes from 
n sources and the wide discrepancy between world prices and prices in the 
d States for these strategic and critical metals has had a serious adverse 
upon the stabilization program and the defense effort. The Director of 
nse Mobilization has announced the adoption of a broad program “designed 
sure essential supplies of zine and lead at stable and reasonable prices,” and 
tion taken in this supplementary regulation. issued upon the instruction of 
Director, constitutes one step in the implementation of that program. Also 
rt of the program, we are issuing concurrently herewith Supplementary 
ition 71 to the General Ceiling Price Regulation which establishes ceiling 
for foreign slab zine and foreign primary lead at the general level of 
ing prices established herein for domestic material and prohibits any person 
huying or receiving from any source, foreign slab zinc, foreign primary 

i, or slab zine or primary lead processed from foreign raw materials owned 
m at a delivered cost in excess of the ceiling prices so established. 

In the opinion of the Director of Price Stabilization, the provisions of this 
lementary regulation are generally fair and equitable and are necessary to 
tuate the purposes of Title IV of the Defense Production Act of 1950, as 

ended. 

So far as practicable, the Director has given due consideration to the national 
t to achieve maximum production in furtherance of the objective of the De 
se Production Act of 1950, as amended, and to relevant factors of general 

plicability. In the judgment of the Director, the ceiling prices established in 
regulation for slab zine and primary lead are not below the lower of the price 
ailing just before the issuance of this regulation or the prices prevailing 

iring the period January 25, 1951, to February 24, 1951, inclusive. 
ecial circumstances involved in the promulgation of this regulation made it 
icticable for the Director to consult with industry representatives prior to 
issuance, 
REGULATORY PROVISIONS 


What this supplementary regulation does 

Ceiling price adjustments. 
initions. 

Incorporation of GCPR provision. 

\UTHORITY : Sections 1 to 4 issued under sec. 704, 64 Stat. 816, as amended: 50 U. S.C 
Sup. 2154. Interpret or apply Title IV, 64 Stat. 803, as amended; 50 U. S. C. App. 
2101-2110, BE. O. 10161, Sept. 9, 1950, 15 F. R. 6105; 3 CFR, 1950 Supp. 


SECTION 1. What this supplementary regulation does. This supplementary 
‘ulation increases the ceiling prices established by the General Ceiling Price 
egulation for domestic slab zinc and domestic primary lead. 


39888—54—pt. 4-63. 
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SEC ”. Ceiling price adjustments if vou : >a seller of 


domestic slab 
or domestic primary lead, your ceilin 


price is the ceiling price determing 
ccordance with the General Ceiling Price Regulation plus 2 cents per pound 
3. Definitions. When used in this regulation the term : 
(a) “Domestic primary lead” includes (1) lead produced in the United Sta 
or its Territories or Possessions in the form of pigs, ingots, or other shape $ 
vhich is made from ores, concentrates, or bullion even t 


SE 


hough other lead he 
x material is mixed with such ores, concentrates, or bullion, provided 
other material accounts for 50 percent or less of the lead content thereof 


lead produced in the United States or its Territories or Possessions 


rin of pies, ingots, or other shapes and which is made from lead des 
subparagraph (1) of this paragraph, even though other lead bearing 
is mixed therewith, provided that such other material accounts for 
or less of the lead content thereof 

(b) “Domestic slab zine” means zine in the form otf 


oduced inthe United States or its Territories or Possession from 


tes, or other zine bearing materials (other than scrap) 


4. Incorporation of GCPR provision \ny person subject to this 
tary regulation is also subject to all provisions of the General Ceiling P 
ation not inconsistent with the provisions of this regulation 


rhis supplementary regulation shall become effective O 


MicHagt V. DiSa 
Director of Price Stal 
CTOBER 2, 1951. 


12019; Filed, Oct. 2, 1951; 3:58 p. m.] 


General Ceiling Price Regulation, Supplementary Regulation 71 


GCPR, SR 71-—Foretan Stas ZiNc AND PRIMARY LEAD 


‘ursuant to the Defense Production Act of 1950, as amended, Executive ¢ 
der 10161 (15 F. R. 6105), and Economie Stabilization Agency General Order N 
2 (16 EF. R. 738), this Supplementary Regulation No. 71 to the General Ct 


Price Regulation is hereby issued. 
STATEMENT OF CONSIDERATIONS 


iis supplementary regulation establishes ceiling price for foreign 
and foreign primary lead at the level of the adjusted ceiling prices be 


tablisl 


slab 
ied concurrently herewith for similar domestic products and proh 

any person in the United States, its Territories or Possessions from purchasi 
or receiving, from any source, foreign slab zine, foreign primury lead, or s 
zine or primary lead processed from foreign raw materials owned by him a 
delivered cost above the ceiling pric es established herein. 

Zine and lead are strategic and critical materials having many important 
plications in our defense program. The outbreak of hostilities in Korea initiat 
a sharp upward movement in the prices for these metals and although this tre! 
was halted for dometsic output by the issuance of the General Ceiling Price 
Regulation on January 26, 1951, it continued with respect to metals produced 
outside thereof. Currently, prices being paid for zinc and lead produced outsid 
of the United States are 5 cents or more a pound above the ceiling prices esta 
lished for domestic supplies 

Since about one-third of the zine and lead consumed in the United States 
comes from foreign sources, the wide discrepancy between domestic and world 
prices has a serious adverse effect upon the stabilization program and the d 
fense effort. Sellers in the United States who normally sold imported zine an 
lead at domestic prices have discontinued such sales and the purchase of these 
metals from foreign sources by domestic consumers has contributed to the con 
tinued rise in world prices. As a consequence, normal distribution has been dis 
rupted, serious problems have been created for our allocation programs, and 
pressures have developed upon the ceiling prices established for the products in 
which these metals are used. 

At the direction of the Director of Defense Mobilization, an over-all program 
with respect to zinc and lead has been developed to correct the conditions which 
now exist. This program embraces a number of measures designed as a whole 
to stabilize the prices for such metals consumed in the United States at levels 
which can be maintained for some time and involves, among other things, actions 
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ch will lower the cost of material from foreign sources. This supplementary 
regulation, issued upon the instruction of the Director of Defense Mobilization, 
onstitutes one step in the implementation of that program. It is believed that 
he adjustment in the ceiling prices fer zine and lead of foreign origin granted 
y this supplementary regulation will operate to restore the basis upon which 
such materials were normally sold while the limitation upon the prices which con- 
sumers may pay for zine and lead obtained outside of the United States will alle 
ite to some extent the upward pressure upon world prices. While these meas 
res alone might be inadequate to solve the problems which have arisen, they are 
in integral part of the over-all program and it is anticipated that other agencies 
shortly put into effect the other aspects which fall within their areas of 
esp nsibility. 
In order to avoid undue hardship and to permit a re-adjustment of existing 
ntracts, the prohibition against imports at prices in excess of the ceilings set 
rth in this supplementary regulation does not apply to any material which is 
in transit or to any material purchased pursuant to written contracts entered 
ito prior to the effective date of the regulation if the material is shipped on or 
efore November 30, 1951, and if copies of si_h contracts 
October 20, 1951. 
In the opinion of the Director of Price Stabilization, the provisions of this sup 
ementary regulation are generally fair and equitable and are necessary to 
ffectuate the purposes of Title IV of the Defense Production Act of 1950, as 
nded. 
So far as practicable, the Director has given due consideration to the national 
to achieve maximum production in furtherance of the objective of the 
fense Production Act of 1950, as amended, and to relevant factors of general 
plicability. In the judgment of the Director, the ceiling prices established 
this regulation for slab zine and primary lead are not below the lower of the 
ces prevailing just before the issuance of this regulation or the prices pre- 
ng during the period January 25, 1951 to February 24, 1951, inclusive 


are filed with OPS by 


Special circumstances involved in the promulgation of this regulation made 
practicable for the Director to consult with industry 


representatives prior 
its issuance, 


REGULATORY PROVISIONS 


What this supplementary regulation does 
iling prices for foreign slab zine and foreign primary lead 
hibition against purchases or receipts at above ceiling prices 
efinitions 


eping requirements 
oration of GCPR provision. 
RITY Sections 1 to 6 issued under sec. 704, 64 Stat. 816, as amended; 50 U. 8. C. 
2154 Interpret or apply Title IV, 64 Stat. 803, as amended ; 50 U. 8. C. App 
ip. 2101-2110; E. O. 10161, Sept. 9, 1950, 15 F. R. 6105; 3 CFR, 1950 Supp. 


Section 1. What this supplementary regulation does. 


This supplementary 
regulation: 


(a) Establishes ceiling prices for foreign slab zine and foreign primary lead; 
nd 
(b) Prohibits any person in the United States, its Territories or Possessions 
from purchasing or receiving, from any source, foreign slab zinc, foreign primar) 
lead, or slab zine or primary lead processed from foreign raw materials owned by 
him at a delivered cost in excess of the ceiling prices established herein. 
Sec. 2. Ceiling prices for foreign slab zine and foreign primary lead 


(a) For- 
ign slab zine. 


If you are a seller of foreign slab zinc, your ceiling price is the 
applicable price set forth in this paragraph (a). The ceiling prices set forth 
herein are exclusive of applicable import duties levied by the United States 
ind such duties may be for the account of the purchaser. 

(1) The ceiling delivered price for any quantity of special high or high grade 
is the applicable price set forth in Table A. 


TABLE A 


Specifications—Maximum impurities (percent . 
Price 
Grade (cents per 
‘ | dus |  pounc 
Lead Iron Cadmium | Aluminum | ota pound) 


Special high 0. 007 0. 005 
lio? 


None 
High 


07 02 7 None 
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(2) The 


Table B is 


ceiling 
the 


delivered price 
applicable price set 


AND 


for 
forth 


CRITICAL MATERIALS 


the 
the 


any quantity of grades 


therein plus 


listed inp 
railroad carlo 


freight rate from East St. Louis, Illinois, to the purchaser's rail receiving point 


TABLE B 


(b) Foreign primary lead. 


If you are a seller of foreign 


mum impurities (percent 


h 


Cadmium | Aluminum Total 


None 
Nom 
None 
None 


primary lead, you 


ceiling price for this commodity is the applicable price set forth in this para 


graph. 


The ceiling prices established herein are exclusive of applicable import 


duties and such duties may be for the account of the purchaser. 


(1) 


a point listed in 


The ceiling delivered price for any quantity of common lead delivered to 
Table C is the applicable price set forth in that table. 


The 


ceiling delivered price for any point not listed in Table C is the price set forth 
in such table for the point nearest such unlisted point. 


TABLE C 


Price 
Point of delivery 
pound) 
Alabama: 
Birmingham_-_-_-—- ‘ 19. 
PIG knee nne 19. 
California: 
Los Angeles... 19. 
SID. nso tnccisainsibiabenstcie 19. 
I sascsinstsacettenradchisacaics 19. 
Francisco____- 19, 
Colorado: 
Denver___-_-_- — 19. 
Connecticut : 
Bridgeport___- 
New Haven-__-_- 
New London. _...-._-- 
Torrington___~- 
WOleroery...o 25s ecwc- 
Waterville 
Georgia: 
Atlanta 
Illinois: 
Aurora 
Chicago 
Cicero 
DitOG.Was 
East Alton 
Evanston 
Granite City 
| 
Greenwood Boulevaré 
Stateside 
Kensington__.._~—- 
Peoria 
Waukegan 
West Pullman_- 


00 
00 


00 
00 


00 


San 00 


00 


. O75 
. O75 


. 00 


(cents per 


. O75 | 


. 075 | 
. O75 | 
. O75 | 


Price 
(cents pe 
pound 


Point of delivery 


| . 
| Indiana: 


Charlestown... 19. 00 

WONT ciamen dawns 18. 90 

| oe 18. 90 

Hammend.............. 18. 90 

Indianapolis__-—- 19. 00 

Kokomo Beate 19. 00 

a EES 19. 00 

Muncie 00 

Whiting 3. 90 
lowa: 

Keokuk__--_-_-- _ 18.90 
Kansas: 

Topeka__-_- i 85 
Kentucky : 

Louisville : ; 9. OO 
Louisiana : 

Baton Rouge__-__- 

New Orleans___-_-- 


| Maryland: 


Baltimore 
Massachusetts : 
Boston______ 
Cambridge___ 
Springfield 
Worcester 


| Michigan: 


Detroit.___. 
Port Huron__--- 
River Rouge___- 


| Minnesota : 


Duluth J 
Minneapolis 
St. Paul 
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Point of delivery 


ssouri: 

Joplin 

Kansas City 
Neosho 
Louis 
Nebraska : 
Omaha 
Hampshire: 
Portsmouth 
New Jersey: 
Bayonne__-- 
Bloomfield 
Carney’s Point 
Dundee____-_-_- 
Elizabeth 
Grasseli 
Irvington. _~_-_ 
Jersey City 
Kearny__-— _ 
Newark . 
New Brunswick 
Passaic 
Paterson 
Perth Amboy 
Philipsburg 
Roebling 
Trenton 
Albany 
Brooklyn_— 
Buffalo 


M 


st 


New 


Glendale, Long Island 
Glens Falls 


Green Island 
Hastings ‘i 
Long Island City 


STRATEGIC 


TABLE C 


(cents per 
pound) 


Maspeth, Long Island_ 


New York 
Niagara Falls 
Richfield Springs 
Rochester_ 
Rome ‘ 
Schenectady__ 
Syracuse 
West Albany 
Yonkers 

North Carolina: 
Winston-Salem 


Akron 
Canton__- 
Cincinnati 
Cleveland 
Delta 


(2) The ceiling delivered price for each kind and grade of lead listed in T 


Pri 


18 


18. 
18. 
18. 


18 


19. 


. 00 


19. 


19. 
19. 
19. 
19. 


19 


00 | 


. 00 
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Continued 
ce Price 
(cents per 
pound) 


Point of delivery 


Ohio—Continued 
East Liverpool 
Lorain__ 
Martins Ferry 
Niles_ 
Portsmouth 
Reading 

Oklahoma: 
Oklahoma City 

Pennsylvania: 
Allentown__- 
Ambridge 
Crescentville 
Donora 
East Pittsburgh 
Erie_- 

Fort Washington 
Monessen 

New Castle 

New Brighton 
Philadelphia 
Pittsburgh 
Rankin 

Reading 
Scranton 
Wilkes-Barre 

Rhode Island: 
Bristol_ 
Pawtucket 
Phillipsdale 
Providence_ 

| Tennessee : 

| Memphis- 

| Texas: 

Dallas 
El Paso 
Houston 
San Antonio 

Virginia : 

.00 | "Norfolk___- 

- 00 | Richmond 

.00 | Washington: 

MW) | Seattle 

- OU | West Virginia: 

~0O | Charleston 
| Weirton___ 
Wheeling 

Wisconsin: 
Burlington 
Kenosha 
Milwaukee 
New Glarus 
New London 


85 
SH 
85 


19. OO 
19. 0O 
19. 0O 
19. OO 
19. OO 
19. 0O 
O75 19. 0O 
. 00 
. 00 


. 00 


00 
00 | 
.00 | 
00 | 
00 
. 00 
00 
00 
.00 | 
00 
. 00 
00 


00 | 


VO 


OO 
OO 
OO OO 
. 90 
8. 90 

on 
. 90 

90 


0O 
OO 
OO 
OO 
. 0O 


able 


is the applicable price set forth in subparagraph (1) of this paragraph plus 
e applicable premium set forth in Table D. 
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TARLE ID 


Premium 
(centa 
nd or orade per pound) 


Sorroedi “1d 1 
I 


Chemica ley I 
Copperized lead made from 
Common lead 


Corroding lead 


Sec. 3. Prohibition against purchase s 0? receipts at above ceiling prices 
Prohibition Regardless of any contract or other obligation, on and after 
effective date of this supplementary regulation you must not purchase or rec¢ 
(except as provided in paragraph (c) of this section), from any source, ar 
the following commodities at a delivered cost in excess of the applicabl 
price established in section 2 of this regulation : 

(1) Foreign slab zing 

(2) Foreign primary lead; or 

(3) Slab zine or primary lead processed by another person on a toll or eor 
version basis from foreign raw materials owned by you. 

(b) Delivered cost. The term “delivered cost” as used in this regulat 
means the price you pay, directly or indirectly, for foreign slab zine, fe 
primary lead, or foreign raw materials plus any expenses incurred by y 
purchasing and obtaining delivery of such commodities, including |! 
limited to: 

(1) Transportation costs ; 

2) Export taxes; 
3) Other commodity taxes (other than import duties levied by the Unitec 
States) 

(4) Dock and handling charges; 

(Oo) Clearance ; 

(6) Insurance; 

(7) Letter of credit expense 

(8S) Commissions and fees paid to purchzsing agents or other intermedia! 
and 

(9) Toll or conversion charges 

(c) Barceptions, The prohibition set forth in paragraph (a) of this sect 
does not apply to 

(1) Purchases or receipts of foreign slab zinc or foreign primary lead 
transit to you on or before the effective date of this regulation ; 


(2) Purchases or receipts of foreign raw materials owned by you «nd in transit 
to a processor in the United States, its Territories or Possessions on or bef 
the effective date of this regulation ; 
(3) Purchases or receipts of foreign slab zine, foreign primary lead or foreigi 
raw materials imported into the United States, its Territories or Possessions ir 
bond and re-exported ; 
(4) Purchases or receipts of foreign slab zinc, foreign primary lead, or for 
raw materials which are not imported into the United States, its Territories ¢ 
Possessions ; or 
(5) Purchases or receipts of foreign slab zine, foreign primary lead or foreign 
raw materials pursuant to written contracts entered into before the effective 
date of this regulation if (i) the material involved is in transit to you, or in the 
case of foreign raw materials, to a processor located in the United States, its 
Territories or Possessions, on or before November 30, 1951; and (ii) you file mor 
with the Office of Price Stabilization, Washington, D. C., by October 20, 1951, a way 
copy of the contract pursuant to which you will purchase or receive su 
material. 
Sec. 4. Definitions. When used in this regulation, the term: 
(a) “Foreign raw materials” means ores, concentrates, or other raw mate 
rials (including scrap), containing zine or lead and produced outside of the 
United States, its Territories or Possessions ; 
(b) “Foreign primary lead’ means primary lead produced outside of the 
United States, its Territories or Possessions ; 
(c) “Foreign slab zine’ means slab zinc produced outside of the Unite 


States, its Territories or Possessions ; 
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’rimary lead” means lead in the form of pigs, ingots, or other shapes 
e from ores, concentrates, or bullion, even though other lead-bearing ma 
s mixed with such oes, concentrates, or bullion, provided such other 
| accounts for 50 percent or less of the lead content thereof; 
Slab zinc’ means zine in the form of standard producer’s slabs produced 
ores, concentrates, or other zinc bearing materials (including scrap) ; 
You” means any person in the United States, its Territories or Posses- 


». Record-keeping requirements. (a) If you sell foreign slab zine or for 
primary lead, you must keep for inspection by the Director of Price Sta 
ion, for a period of two years, records showing 
rhe quantity of each kind, grade, shape or form of foreign slab zine or 
n primary lead produced or purchased by you, broken down on the basis 
try of origin; 
With respect to each sale of foreign slab zine or foreign primary lead: 
e and address of the purchaser; the date of sale; the quantity of each 
d or grade sold; the price charged for each such kind or grade; the country 
h the material was produced; and the disposition of transportation 


If you purchase or receive any foreign slab zinc, foreign primary lead, 


zine or primary lead processed by another person from foreign raw 

als owned by you, you must keep for inspection by the Director of Price 

ation, for a period of two years, records of each such purchase or receipt 

ing: the date theeof; the name and address of the seller or processor; the 

y of origin of the material purchased or received; the price paid; the 

if shipment and the point of delivery; the name and address of any agent 

er intermediary engaged by you to assist in the purchase; and all expenses, 

cribed in section 3 (b) of this regulation, incurred by you in connection 

such purchase or receipt. 

seo. 6. Incorporation of GCPR provision. Any person subject to this supple 

ary regulation is also subject to all provisions of the General Ceiling Price 
vulation not inconsistent with the provisions of this regulation. 

fective date. This supplemetary regulation shall become effective Octobe 


All record-keeping and reporting requirements of this regulation have been ap 
the Bureau of the Budget in accordance with the Federal Reports Act of 1942. 
MIcHAEL V. DISALLE, 
Director of Price Stabilization. 
1951 
[F. R. Doc. 51—12018; Filed, Oct. 2, 1951; 3:58 p. m.j 


EXxHIBIT No. 25 
INTERNATIONAL MATERIALS UONFERENCE 


OONFERENCE INTERNATIONALE SUR LES MATIERES PREMIERES CONFERENCIA 
INTERNACIONAL SOBRE MATERIAS PRIMAS 


Press Release No. 31, July 6, 1951 


release at 7: 30 p. m., e. d. t., Sunday, July 8, 1951, for publication in Monday 
morning papers, not to be previously published, quoted from, or used in any 
way 


DISTRIBUTION OF TUNGSTEN AND MOLYBDENUM FOR THIRD 
CALENDAR QUARTER OF 1951 


The International Materials Conference announced today that the member 
iitries participating in the Tungsten-Molybdenum Committee have accepted 
the Committee’s conclusion that an interim plan of distribution of tungsten and 
lybdenum for the third calendar quarter of 1951 should be put into operation 
once. These allocations will be in the nature of a stopgap, and should not be 
carded as establishing a permanent pattern for future allocations. The plan 
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includes an agreement on maximum and minimum prices for tungsten to ap 
during this period. While the distribution features of the plan were accepteg 
unanimously, one member expressed a reservation with respect to the question of 
prices 

Eleven member countries are represented on the Tungsten-Molybdenum © 
mittee. They are: Australia, Bolivia, Brazil, Chile, France, the Feder Re 
public of Germany, Portugal, Spain, Sweden, the United Kingdom, and the U; 
States, 

This plan has been forwarded to all affected governments for implementati, 
The Committee’s recommendations, which the participating governments ha 
now accepted, deal primarily with the distribution of ores and concentrates of 
these two metals, which in both cases are in extremely short supply. The dist; 
bution of primary products (i. e., ferro-tungsten, tungsten powder, tungstie acid 
and tungsten salts, and ferro-molybdenum, molybdie acid, and molybdenum salts 
including calcium-molybdate and molybdie oxide) has been made the subject of 
a further recommendation by the Committee to the governments. The para 
graphs below should be read as applying only to ores and concentrates of tungster 

and molybdenum. 

The plan of distribution recommended by the Committee and accepted by the 
governments is set forth in Appendix I attached hereto. The amounts show 
for each country includes both the quantities obtained from their own product 
(if any) and from imports. 

These tables are to be understood as follows: 

1. The figures of quantities are the maximum share of total production in 
the free world which the consuming country named in the table may retai: 
(a) out of its own domestic production, and/or 
(b) out of imports 
in the third calendar quarter of 1951, i. e., from July 1 to September 30, 19; 
both dates, inclusive. 


2. For this purpose any quantity exported (i. e. shipped from port 
across national borders) by an exporting country in the period July 
September 80, 1951, both dates inclusive, shall be regarded as an import 
that period into the consuming country to which the shipment is immediat 
consigned, unless clear reconsignment instructions accompany the part 
shipment. In the latter event, the country to which the shipment is re 
signed shall be regarded as the importing country. 

There will be a monthly review of the operation of the plan of distril 
the Committee. In the course of this review, any maladjustments or omissi 
will be brought to light Maladjustments in previous allocations will be 1 
fied in the ensuing six months period following the end of the quarter 
review, i. e., any maladjustments up to September 30, 1951, should be 
usted in the period October 1, 1951, to March 31, 1952. If the actual o 
of production either of tungsten or molybdenum for the third calendar q 
of 1951 proves to be either more or less than the estimates, upon which the 
of distribution has been based, the excess or deficiency would be dist: 
among the consuming countries at the same percentage rates as are set 
in Appendix I. 

Appendix II attached hereto shows the export and import quotas of tung 
and molybdenum ores and concentrates for the third calendar quarter of 1 
resulting from the plan of distribution now adopted. 

Consuming countries’ governments will be prepared, if necessary, to buy 
part of their quotas which their private importers do not purchase, and 
ducing countries’ governments will endeavor to ensure, to the best of 
ability, that estimates of production are realized, thus enabling the agre 
quotas to be fulfilled and the pattern of distribution to be followed. 

The Committee also emphasizes the importance of full control of exports 
imports of these two metals during the present emergency. ‘To assist in ens 
that allocations are implemented, full particrlars of export licenses granted 
actual exports by destination (including re-exports and exports of primary p! 
ucts) will be furnished by all governments to the IMC Secretariat; these parti 
lars will be furnished monthly, within one month after the close of each mont 
Importing governments will similarly give particulars of imports; returns 
imports will be furnished quarterly within one month after the close of e 
quarter 


é 
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also are being asked to furnish monthly figures of production and 
iption within one month of the period to which they relate. 
irrying out the arrangements above described, existing contracts will be 
ed so far as possible. If, however, such contracts provide for the supply 
ten or molybdenum to any one importing country in excess of the amounts 
mended, it is suggested that the importing country should sell shipments 
importing countries which have not yet filled their import quotas so far 
ble without upsetting the original contractual arrangements 
plan for distribution has already been notitied to interested governments 
presented on the Committee, and they also are being requested to cooperate 
plan Upon the request of any interested government, the latter may be 
by the Committee to give further explanation of its interest. 
member governments, with the exception of Brazil, agreed to accept certain 
mendations with regard to the price of tungsten for the third calendar 
er of 1951. The Government of Brazil reserved its position on the question 
ces. The agreement reached was that, as a special measure, applicable to 
third quarter, any spot transactions should take place under the following 
ons: 
Producers will not demand a price higher than $65 per short ton unit of 
WO, standard grade f. o. b. shipping port (or border, in case of over-land 
pments), and importers will purchase at prices not less than $55 per short 
n unit of WO; standard grade f. o. b. shipping port (or border, in Case of 
er-land shipments). 
» proposals apply exclusively to spot purchases and will effect no change 
long-term arrangements that may exist or may be negotiated between 
rs and purchasers, 
question of longer term contracts is of great importance and is being 
dered urgently. 
With regard to molybdenum, it is agreed that prices will, for the third calendar 
! er, be in line with those now prevailing in the United States 
Appendices I and II follow: 


APPENDIX I 
of distribution of ores and concentrates for the third calendar quarter of 
1951 
A. TUNGSTEN 
Metric tons Percentage 
of metal »f total 


content sllocated 


df oa age ‘ “ aad " , 255 44 
i Kingdom sulin ade aaaamel sede - ‘ 24 


y 
untries ! 


tal 


B. MOLYBDENUM 


1 States 
Kingdom 


tal 


ied as follows: Australia, 15; Canada, 26; Spain, 13; Yugoslavia, 16 
iS a reserve 





QO4 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


APPENDIX II 


\ 
Schedule of export and import quotas of tungsten and molybdenum for t) 
calendar quarter of 1951 
{All figures in metric tons of metal content] 
A, TUNGSTEN 
Exports Imports 
Asia ISO | Canada 
Australia L65 France 
Belgian Congo 35H Germany 
solivia 600 Sweden 
srazil 125 United Kindom 
New Zealand 5 United States 
Other Western Hemisphere 75 Yuvoslavia 
Other African 5o Other countries 
Portugal 500 
South Africa 20 
Southern Rhodesia 10 
Spain 240 
Total 2, OOF otal 
B. MOLYBDENUM 8 
Exports: Imports : 
Chile 7! France J l J 
Norway 2 Germany 12 
United States aba Sweden 
United Kingdom ; 1 } 
Other countries £7 I 
Total } < 


ExHipnit No, 27 


CORRESPONDENCE BETWEEN THE COMPTROLLER GENERAL OF THE 
UNITED STATES AND SENATOR KNOWLAND RE “PROSECUTION OF 
SUIT AGAINST FALLBROOK PUBLIC UTILITY DISTRICT,” CONGRES- 
SIONAL RECORD, FEBRUARY 4, 1953, PAGES 848-854 


PROSECUTION OF SUIT AGAINST FALLBROOK PUBLIC UTILITY 
DISTRICT | 


I j ] 


INNOWLAND. Mr. President, I ask unanimous consent to have printe 
dy of the Record some correspondence I have had with the Comptroll 
| Jnited States, relative to the action of the former administra 


Department of Justice and the Navy Department, relative 


andate of Congress and the law in the so-called 8 

ta contre rs) The correspondence I now submit includes a letter 
mptroller General of the United States to the Congress, a memorandum 

tion adopted by the Senate and the Assembly of the State of California 
ndence relative to this matter with the Comptroller General, which 

a period of several months. 
Tl being no objection, e correspondence and attached matters W 
ordered to be printed in the Record, as follows: 


1 ' 


JANUARY 30, 19% 
Hon LIAM F. KNOWLAND, 
United States Senate. 
My Dear Senator KNOWLAND: I am enclosing for your information a cop 
the Comptroller General’s report to the Congress of today, with enclosures th 


referred to, relative to the legality of expenditures by the Department of 
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in connection with the prosecution of the suit entitled “United States of 
erica Vv. Fallbrook Public Utility District et al.,” which was the subject of prior 
ommunication between you and this otlice. 
Sincerely yours, 
Frank L. YATES, 
icting Comptroller General of the United States 


COMPTROLLER GENERAL OF THE UNITrep STATES 
Washington, January 30, 1953 


CONUTESS: 


Pursuant to the provisions of section 312 of the Budget and Accounting Act, 
1 (42 Stat. 26), directing the Comptroller General to specifically report to 
Congress every expenditure made by any department in any year in violation 
iw, the following report is submitted relative to payments deliberately made, 
| apparently being made, by the Department of the Navy in direct contraven- 

n of law after being authoritatively informed that such a course of action 

ld be a violation of law 

Section 208 (d) of the Department of Justice Appropriation Act, 1953 (66 Stat. 
560), provides as follows: 

None of the funds appropriated by this title may be used in the preparation 
rr prosecution of the suit in the United States District Court for the Southern 
District of California, Southern Division, by the United States of America 
against Fallbrook Publie Utility District, a public service corporation of the State 
f California, and others.” 

The lawsuit referred to in the section was instituted by the Department of 
Justice at the request of the Navy Department. By reason of the prohibition 
against the use of Department of Justice appropriations for the fiscal year 1953 
in the preparation or prosecution of the said suit, the former Secretary of the 
Navy requested in letter dated August 18, 1952, that the Comptroller General 
render a decision as to whether the appropriations available to that Department 
ire affected in any way by the provisions of the above-quoted section. By deci- 
sion of August 29, 1952, B—110945, the Secretary of the Navy was informed that 
the employment or retention and payment from the funds available to the Navy 
Department of counsel directly to represent the United States in the preparation, 
prosecution, or defense of the lawsuit would be in direct contravention of law and 
was not authorized. 

The decisions of the Comptroller General respecting the availability and use 
if public funds appropriated by the Congress are by statute made final and con- 
lusive upon the executive branch of the Government. Section 8 of the act of 
Inly 31, 1894 (28 Stat. 208), as amended by section 304 of the act of June 10, 
1921 (42 Stat. 24, 31 U. S. C. 74). (See 5 Comp. Gen. 822, 824; 14 id. 648, 650; 
33 Op. Atty. Gen. 265; 26 id. 609; 23 id. 468; 22 id. 581.) Thus, upon the rendi 
tion of the decision of August 29, 1952, it was the plain duty of the Secretary 
of the Navy under the law to accept as final, and properly apply, such decision. 
Nevertheless, the Secretary deliberately chose to violate the law and the De- 
partment of the Navy continued and apparently is continuing the unlawful pay- 
ment of salaries and other expenses incident to the prosecution of the Fallbrook 
suit. This was not a passive or inactive disregard of the law; it was an active 
violation with full knowledge thereof. In an impossible effort to support such 

‘tion the former Secretary of the Navy contended that he is required to protect 
the interests of the United States and that his legal advisers informed him that 
the actions taken in the matter are lawful 

When the Secretary of the Navy requested and obtained a decision of the 
Comptroller General it was not left to the Secretary’s legal advisers to inform 
him one way or the other on the subject matter. The decision of the Comptroller 
General concluded the matter—it was final upon the executive branch. That is 
the simple truth of the matter and that was well known by the Secretary’s legal 
advisers, 

Furthermore, it was not left to the Secretary of the Navy to decide whether 
prosecution of the suit was necessary to protect the interests of the United 
States. That matter was decided by the Congress through enactment of the 
provision under discussion. It is fundamental in our Government that it is for 
the Congress to say how and on what conditions the public moneys shall be 
spent ; and it is not the province of the executive or accounting officers to question 
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the wisdom of legislative enactments upon the use of the public mone 
matter how much a different result at times might seem desirable. 
for use by the Congress in the consideration of this resport there is atta: 
a memorandum setting forth the material facts and circumstances in this matte; 
together with a copy of the decision to the Secretary of the Navy dated August 
29, 1952. 
In conclusion, I repeat, the action of the Department of the Navy ji 
matter Was, and apparently continues to be, a willful and deliberate vio 
of the law. lherefore, to the extent that the General Accounting Office is 
powered to do so it will hold responsible officials, and their sureties, finan¢ 
liable for all expenditures of public funds determined to be illegal. 
Respectfully submitted 
LINDSAY ©, WARREN, 
Comptroller General of the United States 


ee 


MEMORANDUM REPORT OF THE COMPTROLLER GENERAL TO THE CONGRESS RELATIVE 
ro ILLEGAL EXPENDITURES BY THE DEPARTMENT OF THE NAVY IN CONNECTION 
Witt PROSECUTION OF THE SUIT ENTITLED “UNITED STATES OF AMERICA ¥. FALI 
BROOK PusBLIc UTILITY DISTRICT ET AL.” 


COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington, January 30, 1958 

Section 208 (d) of the Department of Justice Appropriation Act, 1953, approved 
July 10, 1952 (66 Stat. 560), provides as follows: 

“None of the funds appropriated by this title may be used in the preparation or 
prosecution of the suit in the United States District Court for the Southern 
District of California, Southern Division, by the United States of America against 
Fallbrook Public Utility District, a public-service corporation of the State of 
California, and others.” 

The referred-to suit was instituted by the Department of Justice on or about 
January 25, 1951, at the request of the Department of the Navy. It appears that 
the United States owns approximately 135,000 acres of land on the Santa Mar 
garita River, Calif., presently utilized for the Marine Corps training base at 
Camp Joseph H. Pendleton, the United States Naval Depot at Fallbrook, Calif, 
and the United States Naval Hospital at Camp Pendleton. The purpose of the 
said suit, as appears from the complaint filed therein, was to have the rights of 
the United States to the use of the waters of the Santa Margarita River declared 
and the title to those rights quieted against the defendants named therein. The 
suit was prepared, filed, and conducted on behalf of the United States to a certain 
point by one William H. Veeder, then employed by the Department of Justice as 
a special assistant to the Attorney General. 

The prosecution of the suit by the Government, beyond the effective date of 
the referred-to statutory prohibition, July 10, 1952, was first brought to my atten 
tion in communications from various Members of the Congress. As a result 
thereof, under date of July 30, 1952, I addressed a letter to the Attorney General 
calling attention to the restrictive provisions of section 208 (d) and to the con 
gressional inquiries concerning the expenditure of public funds in contravention 
thereof. A report was requested as to the steps taken in the preparation or 
prosecution of the suit after July 10, 1952, together with a statement as to the 
appropriations or funds used for such purposes, and a reference to the statutory 
or other authority therefor. By reply of August 7 the Attorney General stated 
that there was no record of any expenditures from the Department's appropria 
tions in connection with the suit since the approval of the Department of Justice 
Appropriation Act, 1953, July 10, 1952; and that the Department had advised 
the Navy Department it intended to abide by the will of the Congress in the 
matter 

In that connection there is on file in the General Accounting Office a copy of 
letter from the Attorney General to the Secretary of the Navy, dated August 11, 
1952, which referred to the restrictive provisions of said section 208 (d), and 
stated that the Department of Justice could not continue to prepare for or pro 
ceed to trial in the involved suit. The letter further stated that the Department 
was advised of the desire on the part of the Navy Depurtment and the Marine 
Corps that the case should proceed because of its great importance; that in recog 
nition of that urgent necessity the Department was willing that the case go for 
ward and would be glad to qualify Navy Department attorneys as special assist 
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the Attorney General; but that in order to comply with the will of the 
gress, the Navy Department must bear all of the costs in connection with the 
eparation and prosecution of the suit. 

On the afternoon of August 12, 1952, the then Secretary of the Navy met with 
me in my Office for the purpose of discussing the matter of the suit in question, 

that meeting the Secretary of the Navy stated that he had beeu advised by the 
Judge Advocate General of the Navy, who was also present, that appropriations 

ie to his Department for the fiscal year 1953 are available for the prosecution 

‘the suit, notwithstanding the statutory prohibition in the Department of 

e Appropriation Act, 1953, and that in reliance on such authority he had 
posed and obtained the agreement of the Attorney General for Navy Depart- 
nt lawyers to continue with the suit I advised the Secretary that the Gen- 

eral Accounting Office was aware of the situation, had not taken any position 
to the propriety of the suggested action, but that the matter was such as 
require a formal decision. By letter dated August 18, 1952, the Secretary 
the Navy wrote to me requesting a decision in the matter. 

In compliance with the Secretary's request, a decision was rendered to him 

nder date of August 29, 1952, B—110945. In the said decision it was stated 

at the important question inovived in the case was whether the law and appro- 
itions made available to the Navy Department expressly authorize or require 
at Department directly to institute, prosecute, and defend action on behalf 
the United States in matters involving court proceedings. In connection 
erewith the decision quoted pertinent provisions of the Revised Statutes 

ias Fifth United States Code, 49, 306, 307, 309, 312, 314, and 316, and section 

f Executive Order 6166 of June 10, 1933, issued in pursuance of section 16 of 
he act of March 8, 1933 (47 Stat. 1517), which plainly vested in the Depart- 

t of Justice the power and authority to represent the United States in the 

rts. ‘Thus, it was stated that by reason of the plain and unambiguous terms 

such provisions of law and in the light of decisions by the courts, the deci- 
sions of the accounting officers have long recognized the rule that, in the 
absence of specific authority by the Congress for departments and establishments 
of the Government to resort to litigation in the courts, in connection with the 
performance of the duties and responsibilities with which they are charged, 
t is the duty of the Attorney General, as chief law officer of the Government, 
to institute, prosecute, and defend action on behalf of the United States in 
matters involving court proceedings, and to defray the necessary expenses inci- 
dent thereto from funds expressly provided therefor to the Department of Jus- 
tice. It was pointed out that no specific authority was contained in title IV 
of the Department of Defense Appropriation Act, 1953, approved July 10, 1952 

66 Stat. 523), making appropriations for the Department of the Navy, or other 

iw, Which would authorize the Department of the Navy to represent the United 
States in matters involving court proceedings, or incur expenditures directly 
connected therewith. The decision applied the rule to the present case and 
concluded that the funds appropriated to the Department of the Navy were not 
available for the purpose desired. 

With respect to the Secretary’s contention that the duty of the executive 
branch of the Government to safeguard the property of the United States requires 
that every legal means be employed to secure a judicial determination of the 
Government’s right here involved, the decision cited the case United States v. 
California (332 U.S. 19, 27-28), wherein the Court said that article 4, section 3, 
clause 2 of the Constitution vests in the Congress the power to dispose of and 
make all needful rules and regulations respecting property belonging to the 
United States, and, that in the exercise of such power, the Congress may limit 
the power the Attorney General to prosecute claims for the United States. Of 
course the primary duty of the executive branch is to see that the laws are 
faithfully executed—not violated. 

Returning to the specific question presented for decision, namely whether ap- 
propriated funds available to the Navy Department are affected in any way by 
the provisions of section 208 (d), it was said in the decision that— 

“I fully appreciate the deep concern which you and others feel in this matter. 
However, the matter has received careful consideration, and in answer to the 
specific question presented in your letter it must be held that the employment or 
retention by you and payment from the funds available to the Navy Department 
of counsel directly to represent the United States in the preparation, prosecution, 
or defense of the suit in question, and the defrayment therefrom of expenses con- 
nected with such litigation, would be in direct contravention of law and is not 
authorized. Such being the rule, the answer is obvious as to why it was unnec- 
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essary for the Congress to apply the prohibition to other than the Department of 
Justice appropriations. If the rule were otherwise, the evident purpose of the 
Congress in approving the provision in question seems so clear that I could not 
approve procedural or mechanical devices designed to overcome a technicality 


in order to circumvent that purpos« 

Shortly before the decision of August 29, to the Secretary of the Navy, my 
attention was called to the continued prosecution of the suit by Mr. William H. 
Veeder, special assistant to the Attorney General, and to the conflicting informa 
tion furnished by the Justice and Navy Departments concerning Mr. Veeder’s 
employment status, the Department of Justice stating that Mr. Veeder was trans 
ferred to the Navy Department as of August 4, while the Navy Department 
denied that he was on its payroll. Under date of August 20, I addressed a lette; 
to the Attorney General requesting a copy of Mr. Veeder’s notification of per- 
sonnel action or other pertinent papers showing the nature of the action, if any 
which resulted in his separation from the Department of Justice. By reply of 
August 25, the Attorney General stated that Mr. Veeder’s appointment in his 
Department was terminated at the close of business August 1, due to his transfer 
to the Navy Department on August 4, and furnished a copy of the requested 
notification of personnel action which confirmed said statement. 

Representatives of the General Accounting Office interviewed Mr. Veeder on 
September 9 concerning his activities in the Fallbrook suit in relation to the pro- 
visions of section 208 (d). He stated that he departed California by plane on 
July 12, 1952, returned to Washington, D. C., on the same date, and performed 
no work on the Fallbrook suit until August 5; that it was his understanding ar 
agreement was reached between the Justice and the Navy Departments, con 
curred in by the heads thereof, that he would be transferred on that date to the 
Navy Department on a contract basis to continue the suit, and that all expenses 
incidenc thereto would be defrayed by the Navy so that the Department of Justice 
would not be violating the prohibition of section 208 (d) ; that it was recognized 
by all concerned that the arrangement merely was a method that would enable 
him to continue with the Fallbrook suit as a special assistant to the Attorney 
Genera! ; that he left Washington for California on August 6 in a Marine Corps 
plane, accompanied by Mr. David W. Agnew, attorney in the Navy Department, 
and Lt. Col. E. B. Robertson, USMC, for the purpose of drafting the pretrial order 
in the Fallbrook suit; that he remained in California until August 25, when the 
pretrial order was approved by the court; that he left California by Marine Corps 
plane on August 26, accompanied by Mr. Agnew and Lieutenant Colonel Robert 
son, and arrived in Washington on August 27; and that since the latter date he 
has worked in his office in the Department of Justice on cases other than the 
Fallbrook suit. Mr. Veeder apparently was reinstated on the rolls of the Depart- 
ment of Justice effective September 2. 

Concerning his employment and payroll status during the period he was in 
California for the Navy Department, namely, August 3 to 27, Mr. Veeder stated 
that while in California he read in the newspapers that the Department of Justice 
and the Navy Department had both issued press releases denying that he was o 
their payrolls, but that there never was any question in his mind but that the 
agreement for his transfer to the Navy Department was in effect; that he was 
going to be paid by that agency ; and that during his infrequent telephone conver 
sations with the Judge Advocate General of the Navy no question as to his status 
ever was raised. Mr. Veeder further stated that, on August 29, he was informed 
by the Deputy Attorney General that the Secretary of the Navy had stated he 
could not pay him (Veeder) for the period in August during which he worked 
on the Fallbrook suit, but that he would take care of his expenses—as distil 
guished from his salary—the amount of which should be communicated to Mr 
John H. Dillon, administrative assistant to the Secretary of the Navy. Mr 
Veeder went on to state that he telephoned Mr. Dillon and informed him that he 
had been in California on Fallbrook business 21 days, which at the established 
per diem rate of $9 per day, would be $189, but that during such period he had 
spent a total amount of $359 of his own funds for living expenses. Mr. Veeder 
stated that shortly thereafter a messenger arrived and gave him $350 in cash and 
being sprprised as to such method of payment he immediately telephoned Mr 
Dillon, who assured him that the payment represented Federal funds which had 
been made available by the Seeretary of the Navy 

Contining consideration at this point to the source of funds used for the pay 
ment of funds used for the payment of $350 to Mr. Veeder, I am informed that 
such payment was charged to the so-called contingency fund of the Secretary of 
the Navy. That fund is included under the appropriation “Servicewide opera 
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ns” contained in title IV of the Department of Defense Appropriation Act, 
iwproved July 10, 1952 (66 Stat. 527, 528), in pertinent part as follows: 
exceed $9,132,00 for emergencies and extraordinary expenses, as author 
by section 6 of the act of August 2, 1946 (5 U. S. C. 419¢c), to be expended 
pproval and authority of the Secretar; ind his determination shall be 

d conclusive upon the accounting officers of the Government.” 
e light of Mr. Veeder’s statements set forth above, and the source and 
re of the funds used by the Secretary of the Navy to reimburse him for the 
ses incurred in connection with the Fallbrook suit during August, the mys 
is to his employment status and authority to participate in the suit, in the 
of denials by the Attorney General and the Secretary of the Navy that he 
their payrolls during that period, now is all too clear Apparently the 
rer of Mr. Veeder to the Navy Department effective August 4 never was 
ip by that agency so that the Secretary of the of the Navy technically 
d state that he was not on the payroll of his Department But, nevertheless, 
nears that the Secretary of the Navy sought and agreed to utilize Mr. Veeder 
e prosecution of the suit; that Mr. Veeder proceeded to California by Marine 
ps plant pursuant to the Secretary’s directions without intention of render 
vices gratis; and that while there he carried out his instructions, used 
Navy facilities, and otherwise was under the Secretary’s jurisdiction and control 
Such facts appear conclusive by virtue of the Secretary’s action in charging the 
ent made by him to Mr. Veeder to the so-called contingency fund, the express 
wisions of which make his determinations with regard to expenditures there 

m final and conclusive upon the accounting officers of the Government. Under 

ch circumstances, who is to question the Secretary’s determination to use the 
fund 

Nothwithstanding the adverse decision of August 29, concerning the availability 
f Navy appropriations for preparation or prosecution of the Fallbrook suit, the 

retary did not discontinue unlawful activities and expenditures with respect 
the suit, but on the contrary continued prosecution thereof. In that connection, 
the Attorney General on September 9, at the request of the Secretary of the Navy, 
jualified Mr. David W. Agnew of the Navy Department as a special assistant to 
the Attorney General for the express purposes of handling the Fallbrook suit. It 
s understood that Raymond de S. Shryock, commander, United States Navy, is 
sociated with Mr. Agnew in the conduct of the suit. In an interview with the 
Judge Advocate General of the Navy on October 3, that official stated that the 
Navy Department disagreed with the decision of August 29, and that the Depart- 
ent was going ahead with suit even though certain expenditures might be 
sullowed by the General Accounting Office. 

Under date of November 28, I addressed a letter to the Secretary of the Navy 
gain calling attention to the prosecution of the Fallbrook suit and to my decision 
uthe matter. There was requested a complete explanation as to the action taken 
y the Department in the suit since the date of my decision, namely, August 29, 
ind the legal basis, if any, therefor; for a complete citation to all vouchers, show- 
ng the appropriation charged, on which salary and expenses connected with the 
preparation and prosecution of the suit have been paid by the Department since 
July 10, 1952 ; and for a statement as to what action the Department proposed to 
ake in the future with a view to complying with the intent of the Congress in 
enacting the subject provision of law and the decision construing the same. By 
etter of the same date, I wrote to the Secretary of Defense transmitting a copy of 

letter to the Secretary of the Navy, and requested his comment on the matter 
da report as to the action taken in connection therewith. 

By reply of December 22 the Secretary of the Navy stated that he had circular 
ved the appropriate agencies of his Department for the purpose of preparing a 

plete citation to all vouchers evidencing expenditures connected with the Fall- 
brook suit, and that he would render a complete reply in connection therewith at 
ater date when the necessary information is available. The reply related the 
tivity of the Navy Department in the prosecution of the suit and the court status 
hereof. It pointed out therein that trial of the suit commenced on October 29 
efore Judge Leon R. Yankwich in the United States District Court, Southern 
Distriet of California, Central Division; that an order by the United States Court 
! Appeals, Ninth Circuit, served on Judge Yankwich on that date stayed further 
proceedings in the district court against the Fallbrook Public Utility District; 
that the trial proceeded with the Santa Margarita Mutual Water Co., the State of 
ifornia, and the United States as parties: and that the trial was terminated 
November 28, with the Government prevailing in the matter of the suit. With 
respect to the Fallbrook Public Utility District, the reply points out that the other 
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of the court of appeals on the district court staying proceedings against the saiq 
company Was granted pursuant to a petition by the company for a writ of man 
or a writ of prohibition alleging, among other things, that— 

“Trial proceedings should be suspended by reason of section 208 (ad) of 
Department of Justice Appropriation Act, 1953. 

he reply further states, in pertinent part, as follows: 

“You will note that your letter to me of August 29, 1952, is among the authorit; 

ited by Fallbrook to sustain its position that section 208 (d) of the Depart 
of Justice Appropriation Act requires the suspension of the trial proceedings 

“Thus, it is that the issue of the legality of the action I have taken in this matte 
is squarely before the United States Court of Appeals, Ninth Circuit, for decisix 
Che court of appeals has not rendered a decision nor has it set a date for a he; 
on the Fallbrook petition. Meanwhile, action in the district court involving | 
brook is stayed. 

“I know you are aware of my position that my statutory duty and my oat 
office require that I take all legal means available to protect the Government p: 
erty entrusted by my care. I have been advised, and I believe, that my actions 
within the sanction of law. In this, of course, you and I are in disagreement, a 
situation which I regret. 

“Since, however, the very issue upon which we differ is pending before the 
court of appeals, since a decision favorable to my point of view was rendered 
by Judge Yankwich on August 28 in denying a motion for a continuance, and 
since the merits of the Government’s cause of action have been blessed by 
favorable decision in the district court, I venture to express the hope that you 
will see fit to rest the controversy in the courts. Should the decision of the 
courts go against me, I will, of course, retire completely from pressing the suit 
further.” 

The reply of the Secretary of Defense dated January 2, 1953, referred to the 
reply of the Secretary of the Navy of December 22, and stated that his legal 
udvisers informed him that, in their opinion, the actions described in the latt 
letter and taken by the Secretary of the Navy to protect the interests of t 
Government are lawful. Also, the reply stated that, the matter of the proprit 
of the use of Navy funds in connection with the suit is now before the court, and, 
under such circumstances, corrective action by him at this time hardly is in order 

It will be seen from these replies that nothing is contained therein other than t 
contirm a deliberate and flagrant disregard for stautory law and the plain inte 
of the Congress. It is for the Congress to say how and on what conditions t 
public moneys shall be spent, and when the Congress has so expressed himss 
as it did in the enactment of section 208 (d), it is not given to the administrativ: 
or to the accounting officers of the Government to question its wisdom or s 
stitute their judgment for that of the Congress. ‘The General Accounting Office 
as the agent of the Congress, is responsible for seeing that the appropriations 
made by the Congress to carry out the provisions of law are disbursed and 
accounted for in accordance with the laws relating thereto. In the exercise 
of its authority to decide upon the construction of law involving the legal avail- 
ability of an appropriation for a proposed use its decision in the matter is final 
and not subject to the review of any administrative official. 

The General Accounting Office, therefore, will take appropriate action to 
disallow in the accounts of accountable officers the illegal payments of expenses 
incurred by the Navy Department in the preparation or prosecution of the 
Fallbrook suit. 


{From the Fallbrook Enterprise of January 23, 1953] 


STATE Assigns Funps To Fieat WATER Surt—REsSOLUTION Passep IN SENATS 
AND ASSEMBLY 


(Following is a copy of California Senate Concurrent Resolution 29 sent to 
the Enterprise by Senator Nelson S. Dilworth and adopted in the senate and in 
the assembly on January 17, 1953 :) 

Whereas on the 25th day of January 1951 the Attorney General of the United 
States acting at the request of the Secretary of the Navy, commenced an action 
in the United States District Court for the Southern District of California, 
southern division, being civil action No. 1247—SD against the Fallbrook Publie 
Utility District and numerous other defendants within the watershed of the 
Santa Margarita River; and 
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Whereas in its complaint the United States claimed that all of the defendants, 
whether riparian, overlying landowners, or appropriators, were by their diver- 
ns, “encroaching” upon “the paramount rights” of the United States and asked 
court to “forever enjoin these defendants from encroaching or infringing 
* * * the rights of the United States” as in its complaint set forth; and 
Whereas the Legislature of the State of California in its Assembly Joint 
Resolution 8 of the 1952 regular session, denounced the action brought by the 
United States as an unwarranted and unnecessary threat to the water laws 
of the State of California, and the water rights of its citizens; and 
Whereas to assist the harassed defendants and to better prepare a defense 
guinst the threatened assault upon the State’s property and the State’s rights to 
rol, regulate, and dispose of the use of the waters of he Sana Margarita River, 
he legislature appropriated in the budget act of 1952 $150,000 to be expended 
the division of water resources of the department of public works for surveys 
nvestigation of the water resources of the Santa Margarita River watershed 
d for the use and distribution of the waters thereof for beneficial purposes; and 
Whereas a substantial portion of the money so appropriated by the legislature 
iins unexpended : Now, therefore, be it 
Resolved by the Senate of the State of California (the Assembly thereof con- 
rring), That the State engineer and the division of water resources are re- 
sted to render to the Fallbrook Public Utility District and to the other publie 
gencies defendants in the action and in the case of United States v. Fallbrook 
hlic Utility District all such engineering and legal assistance as may be possible 
within the limits of the appropriation made by item 262.5 of the Budget Act of 
to the end that justice may be done and the laws of the State of California 
d and the jurisdiction of the division of water resources of the State be 
recognized and established and the proper administration of our water laws by 
State officials be freed from threats of Federal interference: and be it further 
Resolved, That the secretary of the senate is directed to submit a copy of this 
resolution to the State engineer and the Fallbrook public utility district 


JuLy 15, 1952. 
Hon. LINDSAY C. WARREN, 
Comptroller General, General Accounting Office Building, 
Washington, D. C. 

DeaR Mr. WARREN: My attention has been drawn to a recent article which 
ippeared in the San Diego Evening Tribune of July 8. This article would indi- 
ite that the Justice Department plans to go ahead with the prosecution of the 

se against the Fallbrook Public Utility District et al. 

Recently the Senate and House agreed on an amendment which I proposed to 
he State, Justice, and Commerce appropriation bill, H. R. 7289, which states 
at “none of the funds appropriated by this title may be used in the prepara- 

tion or prosecution of the suit in the District Court for the Southern District of 
California, Southern Division, by the United States of America against Fallbrook 
Public Utility District, a public service corporation of the State of California 
et al.” This bill was signed into law by the President on July 10, 1952 

Will you kindly check into the expenditures that are now being made in the 

Department of Justice for the preparation or prosecution of the above-mentioned 
case and kindly inform me what funds have been expended since July 1, 1952, and 
from what sources they were derived? 

With kind regards, I remain, 

Sincerely yours, 
WILLIAM F. KNOWLAND. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, July 30, 1952. 
Hon. WILLIAM F. KNOWLAND, 
United States Senate. 

My Dear SENATOR KNOWLAND: I have your letter of July 15, 1952, enclosing 
a news item, which appeared in the San Diego Evening Tribune of July 8, which 
you state would indicate that the Department of Justice plans to go ahead with 
the prosecution of the case against the Fallbrook Public Utility District in contra- 
vention of the provisions of section 208 (d) of the Department of Justice Appro- 
priation Act, 1953, approved July 10, 1952 (66 Stat. 556, 560), which expressly 

89888—54—pt. 4 64 
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prohibit the use of funds appropriated to the Department in that act for sy 
purposes. You request that this office check into the expenditures that are now 
being made in the Department of Justice for the preparation or prosecution of 
the above-referred-to case, and inform you with respect to the funds that 
been expended since July 1, 1952, and the source thereof. 

By letter of today, the Attorney General is being requested to furnish a rep 
in the matter. Upon receipt thereof, the matter will receive further conside, 
tion and I shall be pleased to advise you further with respect thereto at a 
date. 

Sincerely yours, 
Linpsay C. WARREN, 
Comptroller General of the United States 


AveustT 13, 1952, 
Hon. Linpsay C. WARREN, 
Comptroller General, 
General Accounting Office, Washington, D. C. 

DEAR Mr. WARREN: Today I have been advised by Mr. Mullin, public inform; 
tion officer of the Department of Justice, that Mr. William H. Veeder is yp 
longer with the Department of Justice and has not been since the 4th of August 
and that he has been transferred to the Navy as of that date. 

As you know, Mr. Veeder has been working for the Department of Justice ip 
their prosecution of the suit against the Fallbrook Public Utility District et a 
in the Federal District Court for the Southern District of California. Section 
208—d of the appropriations bill for the Department of Justice prohibits the use 
of funds of the Department of Justice for the prosecution of this suit. 

I have taken this matter up with the Secretary of the Navy and have been 
informed by his office that Mr. Veeder is not now, and has never been employed 
by the Department of the Navy. Nevertheless, it is my information that the 
case against the Fallbrook Publie Utility District continues and that Mr. Veeder 
is representing the United States Government. 

It would be greatly appreciated if you could look into this matter and inform 
me what the source of Mr. Veeder’s compensation from the United States Govern 
ment has been since August 4. 

With kindest regards, 

Sincerely yours, 
WILLIAM F’. KNOWLAND 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, August 20, 1952 
Hon. WILLIAM F’, KNOWLAND, 
United States Senate. 

My Dear SENATOR KNOWLAND: I have your letter of August 138, 1952, with 
further reference to the suit by the United States against Fallbrook Public 
Utility Distriet, a public service corporation of the State of California, and others, 
in the United States District Court for the Southern District of California, 
Southern Division, which was the subject of your letter dated July 15, 1952, and 
office reply thereto of July 30. 

You state in your letter that it is your information the suit in question con 
tinues, and that Mr. William H. Veeder, the attorney who has been conducting 
the suit for the Department of Justice, is representing the United States in the 
matter. You further state that you have been advised by Mr. Mullin, public 
formation officer of the Department of Justice, that Mr. Veeder is no longer 
with that Department, having been transferred to the Department of the Navy 
as of August 4, and that you have been informed by the Office of the Secretary of 

he Navy that Mr. Veeder is not now, and has never been, employed by the De 
partment of the Navy. You request that this office look into the matter and 
inform you with respect to the source of Mr, Veeder’s compensation from the 
United States since August 4. 

By letter of today, the Attorney General is being requested to furnish a re- 
port in the matter. Upon receipt thereof, the matter will receive further co! 
sideration and I shall be pleased to advise you further with respect thereto, 
including the matter referred to in your letter of July 15. 

Sincerely yours, 
LINDSAY C, WARREN, 
Comptroller General of the United States 
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COMPTROLLER GENERAL OF THE UNITED STATES, 


Washington, August 21, 1952. 
Hon. WiLL1AM F’. KNOWLAND, 


United States Senate. 
My Dear SENATOR KNOWLAND: Further reference is made to your letters of 
15 and August 13, 1952, acknowledged on July 30 and August 20, 1952, 
ively, concerning the suit brought by the United States against Fallbrook 
Utility District, and others, in the United States District Court for the 
hern District of California, Southern Division. 

As Mr. Keller, assistant to the Comptroller General, informed your administra- 
tive assistant, Mr. Wilson, by telephone today, the Department of Justice notified 
his office by letter, dated August 7, 1952, that the Department had advised the 
Navy Department of the prohibition in the Department of Justice Appropriation 
Act, 1953, and that it intended to abide by the will of the Congress in the matter. 
The Department also stated that there is no record of any funds having been 


ince the approval of the appropriation act for the fiscal year 1953, namely, July 

_ 1953. For your information, I am enclosing a copy of a letter from the De- 
partment on the subject. However, after receiving your letter of August 13, 1952, 
as 1 advised you by letter of August 20, 1952, I requested the Attorney General 
to furnish me further information concerning Mr. Veeder’s employment by the 
Department of Justice. When reply is received from the Attorney General, I 
shall be glad to advise you further with respect to this phase of the matter. 

Also, for your information, there has been received here a letter from the 
Secretary of the Navy, dated August 18, 1952, asking for an opinion as to whether 
or not appropriated funds available to the Navy Department are affected in any 
way by the prohibition against preparation or prosecution of the suit by the 
United States in the Department of Justice appropriation act. The question pre- 
sented by the Secretary of the Navy is now under consideration and I shall be 
glad to advise you of the decision reached. 

Sincerely yours 
Linpsay C, WARREN, 
Comptroller General of the United States. 


AvuGustT 28, 1952. 
Hon. LINDSAY C. WARREN, 
Comptroller General, 
General Accounting Office, Washington, D. C. 


Dear Mr. WaRREN: With further reference to the suit brought by the United 
States against the Fal!brook Publie Utility District, et al., and especially to my 
letter of August 13 concerning the person of Mr. William H. Veeder, I would like 
to call your attention to a telegram from the Attorney General to Hon. Donald 
L. Jackson, of the S xteenth Congressional District for California. Enclosed is 
a copy of the telegram, 

According to the Attorney General’s telegram, Mr. Veeder is a special assistant 
to the Attorney General assigned to the Department of the Navy for the handling 
of the Fallbrook case and that all compensation and expenses are being paid by 
the Navy. The date of the telegram should be noted, August 22. 

On August 13, I informed you that I had been advised by Mr. Mullin, Public 
Information Officer of the Department of Justice, that Mr. William H. Veeder 
had not been with the Department since August 4 and that as of that date he had 
been transferred to the Department. of the Navy. The matter was taken up with 
the Secretary of the Navy and I was told by his office that Mr. Veeder had not 
been employed by the Navy. 

After being informed of the contents of the telegram of August 22 to Con- 
gressman Jackson, a member of my staff again contacted a responsible officer of 
the Department of the Navy. The Navy reiterated its previous statement that Mr. 
Veeder was not on the Department’s payroll. At this point, it seems that both 
Departments contend that Mr. Veeder is not a compensated representative of 
either Department, in that both Departments allege that Mr. William Veeder’s 
hame does not appear on their payrolls. 

Due to the discrepancy in the two reports, the Department of Justice declar- 
ing that Mr. Veeder is no longer with them and that he had been transferred to 
the Department of the Navy, and the latter denying the allegation that Mr. 
Veeder is employed by them, I would like to ask two questions : 
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1. How can Mr. Veeder, apparently not on any Government payroll, be ASSigned 
as special assistant to the Attorney General for the handling of the Fallbrook 
case to the Department of the Navy? 

2. If not on the official payroll of any'Government department, how is it tha: 
Mr. Veeder was furnished with Government transportation, as he was, to Ca 
fornia, and be provided with personnel assistance from Navy resources? ' 

It would be greatly appreciated if you would look into these two questions 
inform me of their answers 

With kindest regards, I remain 

Sincerely yours, 


and 


WILLIAM F. KNOWLAND 


COMPTROLLER GENERAL OF THE UNITED STATEs, 


Washington, August 29, 1952 
Hon. WiLtiAM F. KNowWLAND, 


United States Senate. 


My Dear SENATOR KNOWLAND: Further reference is made to your letters of 
July 15 and August 15, 1952, acknowledged on July 30 and August 20, respectively 
and referred to in office letter of August 21 to vou, concerning the suit brought by 
the United States against Fallbrook Public Utility District and others 
United States District Court for the Southern District of California, Southern 
Division 

As stated in Office letters of August 20 and 21, the Attorney General was re 
quested to furnish a further report with respect to Mr. Veeder’s employment by 
the Department of Justice since August 4 Chere has now been received from 
the Attorney General a letter dated August 25, 1952, copy enclosed, which states 
that Mr. Yeeder’s appointment in that Department was terminated at the closé 
of business August 1, 1952, due to his transfer to the Navy Department on August 
1, 1952 Hlowever, this Office has been informally advised by the Department 
the Navy that Mr. Veeder is not now and has never been employed by that Dey 
ment However, in view of your letter of August 28, the matter is being invest 
gated further, and you will be advised with regard thereto at a later date. Ir 
that connection, and as stated in office letter of August 21, I am enclosing also 
for your information a copy of decision of today, B—110945, to the Secretary of 
the Navy, in which it is held that appropriations available to that Department 
may not be used in the prosecution or defense of the Fallbrook suit. 

I trust that the foregoing furnishes the information you desire. 

Sincerely yours, 
LINDSAY C. WARREN, 
Comptroller General of the United States. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, August 29, 1952 
The honorable the SECRETARY OF THE NAVY: 

My Dear Mr. Secretary: Reference is made to your letter of August 18, 1952, 
stating that a matter of gravest importance to the Navy Department has recently 
arisen as a result of the enactment of section 208 (d) of the Department of Jus 
tice Appropriation Act, 1953, approved July 10, 1952 (66 Stat. 560), as follows: 

“None of the funds appropriated by this title may be used in the preparation 
or prosecution of the suit in the United States District Court for the Southern 
District of California, Southern Division, by the United States of America against 
Fallbrook Publie Utility District, a public service corporation of the State of 
California, and others.” 

You state that the lawsuit, entitled “United States of America v. Fallbrook 
Public Utility District, et al.,” referred to in the quoted legislative provision, was 
instituted by the Department of Justice, at the instance of your Department, for 
the purpose of quieting the title of the United States to its vested rights in the 
Santa Margarita River, Calif.; that the litigation involves the primary water 
supply for Camp Joseph H. Pendleton, Oceanside, Calif., a major Marine Corps 
installation: that if the said litigation is not successfully prosecuted, the utility 
of the military installation will be most seriously impaired; and that it is the 
view of the Navy Department that the provisions of the above-quoted section 
208 (d), making unavailable appropriations for the Department of Justice for 
the preparation or prosecution of the suit in quesion are limited to the Depart 
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of Justice and do not extend to all appropriations or operate to destroy 
er claim or cause of action the United States may have in this suit 
stated further that the duty of the executive branch of the Government to 
uard the property of the United States, requires that every legal means be 
ved to secure a determination of the rights here involved by the judicial 
sses provided by law, and that the Navy Department, because of its vital 
terest in the matter, with the concurrence of the Department of Justice, con- 
plates providing the necessary personnel for the conduct of the suit on behalf 
e United States, and to assume such other obligations as may be required 
nd for which appropriated funds are available to your department. 
uu request a decision before taking such action as to whether or not appro 
d funds available to the Navy Department are affected in any way by the 
sions of section 208 (d), supra. For consideration by this office in reach- 
onclusion in the matter your letter cites various current appropriation 
which contain legislative prohibitions limiting or restricting the expendi 
availability of funds provided for therein, and certain published and un- 
hed office decisions, which enunciate the statutory principle that legisla- 
restrictions placed upon the expenditure of funds appropriated for a depart- 
r agency of the Government do not, as a matter of law, apply to similar 
ditures otherwise properly incurred under appropriations of other depart- 
nd agencies, and that where the Congress intends a complete prohibition 
st the use of appropriated funds for a particular purpose it has invariably 
i the words “in this or any other act” or words of similar import, to describe 
funds intended to be encompassed by a particular prohibition. 
is office extends full recognition to such well-established principles of statu- 
onstruction, but submits that in each of the cited cases, the interpretation 
ziven has been based upon the context of the law being construed together 
a consideration of the particular facts and circumstances involved. And 
ne of those cases was the rule applied so as to completely dissipate the 
iveness of, and make meaningless, the provision in the appropriation act 
vhich applied. That would be the result where such rule applied here. In 
connection, it is worthy of note that the decision (30 Comp. Gen. 516), 
d and partially quoted in your letter, after holding that the Economie Stabili- 
ition Agency Was not subject to the expenditure restrictions contained in sec- 
1212 of the General Appropriation Act, 1951 (64 Stat. 768), by reason of 
he fact that funds for the Agency were not contained in the said act, went on to 
state “However, having in mind that, by the enactment of said provision [section 
1212], the purpose of the Congress was to restrict generally payment to Govern- 
ment employees for any annual leave earned during the calendar year 1950 and 
used at the close of business on June 30, 1951, it would appear to be in keeping 
with the spirit of the act if you recommended to employees of your agency that 
their 1950 annual leave be used by June 30, 1951.”" But however that may be, 
more important question presented in this case is whether the law and appro- 
priations made available to the Navy Department in pursuance thereof expressly 
iuthorize or require that department directly to institute, prosecute, and defend 
action on behalf of the United States in matters involving cour proceedings 
Cor nside ‘ration of that question necessarily involves the provisions of sections 
189, 357, 359, 361, 368, 365, and 867, of the Revised Statutes, codified as 5 U.S. C., 
49, 306, 307, 309, 312, 314, and 316, respectively, as follows: 
“Sec. 49. No head of a department shall employ attorneys or counsel at the 
pense of the United States; but when in need of counsel or advice, shall call 
upon the Department of Justice, the officers of which shall attend to the same, 
* * * 7 . 7 * 


eC. 306. The officers of the Department of Justice, under the direction of the 
Attorney General, shall give all opinions and render all services requiring the 
ill of persons learned in the law necessary to enable the President and heads 
of departments, and the heads of bureaus and other officers in the departments, 
lischarge their respective duties; and shall, on behalf of the United States, 
ocure the proper evidence for, and conduct, prosecute, or defend all suits and 
weedings in the Supreme Court and in the Court of Claims, in which the 
nited States, or any officer thereof, as such officer, is a party or may be inter- 
1; and no fees shall be allowed or paid to any other attorney or counselor at 
law for any service herein required of the officers of the Department of Justice, 
except in the cases provided by section 312 of this title. 
“Sec. 307. Whenever a question of law arises in the administration of the 
Department of War or the Department of the Navy, the cogn'zance of which is 
hot given by statute to some other officer from whom the head of the Department 
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may require advice, it shall be sent to the Attorney General, to be by him ref 
to the prope! officer in his ds partment, or otherwise disposed of as he may 
proper. 
* s . * * * 
“SEc. 309 


. 
Except when the Attorney General in particular cases othery 
directs, the Attorney General and Solicitor General shall conduct and argu § 

and appeals in the Supreme Court and suits in the Court of Claims in which tha M 
United States is interested, and the Attorney General may, whenever he qd 
t for the interest of the United States, either in person conduct and arg 
case in any court of the United States in which the United States is inter 


or may direct the Solicitor General or any officer of the Department of Just 
do so 


* . . ° * * 
“Sec. 312. The Attorney General shall, whenever in his opinion the 
Interest requires it, employ and retain, in the name of the United States 


ot 


attorneys and counselors at law as he may think necessary to assist the distr 


attorneys in the discharge of their duties, and shall stipulate with such ass B 
attorneys and counsel the amount of compensation, and shall have supervision of 
their conduct and proceedings. 
. > * o * * 
“Sec. 314. No compensation shall be allowed to any person, besides the 
tive district attorneys and assistant district attorneys for services as an attorney 
or counselor to the United States, or to any branch or department of the Gover 
ment thereof, except in cases specially authorized by law, and then only o 
certificate of the Attorney General that such services were actually rend 
and that the same could not be performed by the Attorney General, or Soli 
General, or the officers of the Department of Justice, or by the district attorn 
> * * > * * . 
“Sec. 316. The Solicitor General, or any officer of the Department of Justice fr 


may be sent by the Attorney General to any State or district in the United States ( 
to attend to the interests of the United States in any suit pending in any of the 
courts of the United States, or in the courts of any State, or to attend to any A 
other interest of the United States.” ; 
Section 5 of Executive Order 6166 of June 10, 1933, issued in pursuance of 
section 16 of the act of March 3, 1933, 47 Stat. 1517, provides, in pertinent part, st 
as follows: F 
“The functions of prosecuting in the courts of the United States claims and S 
demands by, and offenses against, the Government of the United States, and of d 
defending claims and demands against the Government, and of supervising the al 
work of United States attorneys, marshals, and clerks in connection therewith J 
now exercised by any agency or officer, are transferred to the Department of r 
Justice. Si 
“As to any case referred to the Department of Justice for prosecution or de- 
fense in the courts, the function of decision whether and in what manner to u 
prosecute, or to defend, or to compromise, or to apeal, or to abandon prosecution 
or defense, now exercised by any agency or officer, is transferred to the Depart- - 
ment of Justice.” u 
By reason of the plain and unambiguous terms of these provisions of the law 
and in the light of decisions by the courts, the decisions of the accounting officers 
have long recognized the rule that, in the absence of specific authority by the 
Congress for departments and establishments of the Government to resort to 4 
litigation in the courts, in connection with the performance of the duties and ¢ 
responsibilities with which they are charged it is the duty of the Attorney 
General, as chief law officer of the Government, to institute, prosecute, and defend 


action on behalf of the United States in matters involving court proceedings, 0 
and to defray the necessary expenses incident thereto from funds expressly 0 
provided therefor. See Causey v. United States (240 U. S. 399, 402), and cases , 
cited therein: United States v. California (332 U. S. 19, 27-28) ; United States \ d 
Hall (145 Fed. (2d) 781); Booth et al. v. Fletcher (101 Fed. (2d) 676, 681) I 
Sutherland, Alien Property Custodian v. International Insurance Co. of New I 
York (43 Fed. (2d) 969, certiorari denied (282 U. S. 890) ; 12 Comp. Dec. 742; 22 t 
id. 230; 4 Comp. Gen. 386; 6 id. 517; 15 id. 5: 17 id. 58; 24 id. 216. Cf. A-7650 
April 25, 1925; A-27566, June 29, 1929; B-34946, June 9, 1943; 15 id. 81; 19 id 

551. Such rule has also been recognized by the Attorney General. See 21 Op 
Atty. Gen. 195. I 
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1 aware of no specific authority in title IV of the Department of Defense 
iation Act, 1953, approved July 10, 1952, 66 Stat. 523, making appropria- 

* the Department of the Navy, or other law, which would authorize the 

ent of the Navy to represent the United States in matters involving court 
lings, or incur expenditures directly connected therewith. Accordingly, 

onable basis appears for not applying the cited rule to the instant case. 
espect to your contention that the duty of e executive branch of the 
ent to safeguard the property of the United States requires that every 
eans be employed to secure a judicial determination of the Government’s 
ere involved, in the case of United States v. California, supra, the court 
hat article 4, section 38, clause 2 of the Constitution vests in the Congress 
wer to dispose of and make all needful rules and regulations respecting 
erty belonging to the United States, and, that in the exercise of such power, 
Congress may limit the power of the Attorney General to prosecute claims for 
United States. 
lly appreciate the deep concern which you and others feel in this matter. 
ver, the matter has received careful consideration, and in answer to the 
c question presented in your letter it must be held that the employment or 
tion by you and payment from the funds available to the Navy Department 
nsel directly to represent the United States in the preparation, prosecution, 
fense of the suit in question, and the defrayment therefrom of expenses 
ted with such litigation, would be in direct contravention of law and is not 
ized. Such being the rule, the answer is obvious as to why it was unneces- 
r the Congress to apply the prohibition to other than the Department of 
‘appropriations. If the rule were otherwise, the evident purpose of the 
ss in approving the provision in question seems so clear that I could not 
procedural or mechanical devices designed to overcome a technicality 
rder to circumvent that purpose. 

There has also been received a letter dated August 21, 1952, with enclosures, 
from the Judge Advocate General of the Navy to Mr. E. L. Fisher of this office. 
One of the enclosures is in the form of a copy of a cross-complaint filed in the suit 
n question on July 14, 1952, by attoraeys for defendants Max M. Henderson and 
Aurelie S. Henderson. 

It is stated that the cross-complaint was filed under authority of section 208 
a) of the Department of Justice Appropriation Act, 1953, supra, which gives 
statutory consent to join the United States as a defendant in a suit such as the 
Fallbrook case. It is suggested that such cross-complaint makes the United 
States a defendant in the suit and imposes upon the Attorney General a duty to 
defend the rights of the United States, pointing out that the prohibition of section 
208 (d), supra, against the use of funds appropirated for the Department of 
Justice in the preparation or prosecution of the Fallbrook suit, contains no 
restriction upon the use of such funds by that Department in defense of the 
said suit. 

rhe Judge Advocate General of the Navy further states that it is his informa- 
tion that the court in which the Fallbrook suit is pending will incorporate in 
the pretrial order a stipulation substantially as follows: 

“The Court finds that it is in the best interests of the parties and in the public 
interest that all rights to the use of water in the Santa Margarita River of all 
parties to this action be determined as against all others and that the filing of 
cross-complaints is unnecessarily burdensome and expensive, provided that the 
order setting this cause for separate action is not affected.” 
and that it appears, therefore, the United States must defend against the asserted 
‘laims of all other parties to the suit, and that the adjudication will quiet and fix 
not only the rights of the United States but the rights of all other parties thereto. 

It is manifest that it is not a function of this office to concern itself in procedural 
matters in the court. Furthermore, whether or not it is a duty of the Department 
of Justice to defend the rights of the United States by reason of the counterclaim 
asserted against it by the defendants Max M. Henderson and Aurelie S. Hen- 
lerson and similar claims which might be considered by the court during the 
proceedings, and whether or not such action is without the purview of the pro- 
hibition of section 208 (d), supra, are matters primarily for consideration by 
that Department. 

Under section 8 of the act of July 31, 1894 (28 Stat. 207, as amended, 31 
S. C. 74), the authority of the Comptroller General to render decisions to the 
eads of departments or establishments encompasses only questions involving 
ayments “to be made by them or under them.” (See 18 Comp. Gen. 217, 220.) 


I 
I 
I 
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Hence, I do not have jurisdiction and shall not attempt to decide on the bas 
of the present letters that part of the contention which concerns the availabj 
of funds appropriated to the Department of Justice for use in the defens¢e 
actions arising from the Fallbrook case. 
Sincerely yours, 
LINDSAY C. WARREN, 
Comptroller General of the United States 


NOVEMBER 7, 1952 
Hon. Linpsay C. WARREN, s 
Comptroller General of the United States, 
General Accounting Office, Washington, D. C. . 
Dear Mr. WARREN: On August 29, 1952, in your opinion B110945, you advised 
the Secretary of the Navy that, in the case entitled “United States of America y 
Fallbrook Public Utility District, et al.,” “it must be held that the employment 
or retention by you and payment from the funds available to the Navy Depart 
nrent of Counsel directly to represent the United States in the preparation, proses 
cution, or defense of the suit in question and the defrayment therefrom of ex 
penses connected with such litigation, would be in direct contravention of law 
and is not authorized. Such being the rule, the answer is obvious as to why it 
Was unnecessary for the Congress to apply the prohibition to other than the De 
partment of Justice appropriations. If the rule were otherwise, the evident pur 
pose of the Congress in approving the provision in question seems so clear tha 
I could not approve procedural or mechanical devices designed to overcor 
a technicality in order to circumvent that purpose.’ 
Your opinion was delivered in conjunction with section 208 (d) of the Depart 
ment of Justice Appropriation Act of 1953, approved by the President on July 
10, 1952 (66 Stat. 560), which said: “None of the funds appropriated by this tit 
nay be used in the preparation or prosecution of the suit in the United States Dis 
trict Court for the Southern District of California, Southern Division, by the 
United States of America against Fallbrook Public Utility District, a public ser 
ice corporation of the State of California, and others.” For your information, | 
am enclosing an article which appeared in the San Diego Evening Tribune of No 
vember 1 and I eall your attention to the paragraph marked in red which says 
“Hall was called to the stand by Comdr. Raymond Shryock, counsel for the Navy I 
He is associated with David W. Agnew as Government counsel in the suit.” ‘| 
In view of the above statement, it would seem that the Department of Navy 
has appeared in court on behalf of the Government in the case entitled, “United 
States of America v. Fallbrook Public Utility District, et al.” Considering th 
law quoted above and your opinion B110945, I would greatly appreciate being 


: : ; ; : I 
advised as to what action can be taken to insure that the Executive Agency of 
the Government complies with the law and with your opinion 

Sincerely yours, 


WILLIAM F.. KNOWLAND 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, November 28, 1952 
Hon, Wrr.LiAM F.. KNOWLAND, 
United States Senate. 
My Drar SENATOR KNOWLAND: I have your letter of November 7, 1952, wit! 
enclosure, with further reference to the suit by the United States against Fal 
brook Public Utility District, and others, which was the subject of prior com 
munications between you and this office 
You enclose in your letter a news item, which appeared in the San Diego 
Evening Tribune of November 1, which would seem to indicate that the Depart- 
ment of the Navy has appeared in court on behalf of the Government in the suit, 
and quote the provisions of section 208 (d) of the Department of Justice Appro ‘ 
priation Act, 1953, approved July 10, 1952, 66 Statute 560, which prohibit the 
use of funds appropriated to the Department of Justice for such purposes as wt 
as a portion of office decision of August 29, 1952, B-110945, to the Secretary of 
the Navy, in connection therewith. You request to be advised as to what action ( 
can be taken to insure that the executive agency of the Government complies 
with the law and the cited office decision. 
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n today requesting a complete explanation from the Secretary of the Navy 
hat action has been taken by the Department of the Navy in the suit since 
te of my decision of August 29, 1952, to him and the legal basis, if any, 

or; for a complete citation to all vouchers showing the appropriation 
ed on which salary and expenses connected with preparation and prosecu 
of the suit have been paid by the Department of the Navy since July 10, 1952, 
te of approval of the Department of Justice Appropriation Act, 1953; and 
i statement as to what action the Department proposes to take in the future 
a View to complying with the apparent intent of the Congress in enacting 
said provision of law and the office decision constr ling the same Also, since 
Navy Department, under section 4 of the act of August 10, 1949, 5 United 
tes Code 171, is a military department within the Department of Defense, a 
the letter has been transmitted to the Secretary of Defense for his con- 
ation and such action as he deems advisable with a report to this office 
ereon 

Upon receipt of the said reports, the matter will be given further consideration 

i I shall be pleased to advise you further with respect thereto. Also, while 

flice has completed a preliminary investigation of Mr. William H. Veeder’s 
nection with the suit pursuant to your letter of August 28, 1952, which was 
nowledged August 29, since the reports of the Secretaries of the Navy and of 
ense may shed additional light thereon, further reply to the questions raised 
that letter, if agreeable to you, will be deferred until such reports are received 


K 


nd considered. 
Sincerely yours, 
LINDSAY C, WARREN, 
Comptroller General of the United States. 


Exuisit No. 28 
STOCKPILE REPORT TO THE CONGRESS 
MUNITIONS BOARD, JANUARY 23, 1952 


MUNITIONS Boarp, 
Washington 25, D. C., January 23, 1952. 
The honorable the PRESIDENT OF THE SENATE. 
The honorable the SPEAKER OF THE House OF REPRESENTATIVES. 

Sirs: Herewith are transmitted the semiannual Report to the Congress on 
the stockpiling program and a secret statistical supplement to that report, pur- 
suant to section 4 of the Strategic and Critical Materials Stockpiling Act, Public 
Law 520, 79th Congress. These reports cover the period from July 1, to De- 
cember 31, 1951. 

Attention is respectfully invited to the fact that the statistical supplement is 
secret within the meaning of the espionage laws, title 18, U. S. ©., sections 793 
and 794. Appropriate measures should be taken to observe this classification. 

Sincerely yours, 
J.D. SMALL, 
Chairman. 


STOCKPILE REPORT TO THE CONGRESS 


Pursuant to section 4 of the Strategic and Critical Materials Stockpiling Act, 
Public Law 520, 79th Congress, July-December, 1951 


SUMMARY 


During July-December 1951, $357 million worth of material was added to the 
stockpile inventory, a reduction from the rate of $462 million established during 
January-June 1951. 

The control agencies ordered reduced allocations to stockpile in many instances, 
resulting in diversion of over $120 million worth of aluminum, columbite, copper, 
fluorspar, lead, manganese, nickel, tungsten and zinc already under stockpile 
contract. 
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On recommendation of the control agencies, the President has auth: 
release and sale of $40 million worth of aluminum, copper and lead from st 
pile inventory. 

Stockpile objectives were under continuous review during the period. Twent 
three were decreased, 10 were increased and 19 remained unchanged. The totg 
value of all objectives is now $9,298 million as compared to $9,093 milli 
June 30 

The revision of stockpile specifications continued. Major changes involved 
broadening of specifications to include additional forms and grades of thy 
materials. 

Construction of storage warehouses at four Government-owned sites is neari; 
completion, as is the construction of four tank farms for stockpile oils. Add 
tional new facilities are planned. 

The Economic Cooperation Administration arranged purchases of $11,831,087 
worth of materials for the stockpile during the last 6 months. Of this « 
$10,670,753 is covered by ECA counterpart funds. 

Transfers of Government-owned surplus material to the stockpile during t 
period amounted to $4,549,008 

The Commodity Credit Corporation continued to acquire strategic materials 
by barter for surplus agricultural commodities, for sale to the stockpile. Trans 
actions pursuant to Public Law 85, 81st Congress, now total some $33 million 


CURRENT List oF STRATEGIC AND CRITICAL MATERIALS FOR STOCKPILING 


Pursuant to section 2 (a) of Public Law 520, 79th Congress, the follow 
two lists of materials have been determined to be strategic and critical u 
provisions of the act. 

Materials in list I will be acquired through purchases pursuant to secti 
(a) and by transfer of Government-owned surpluses pursuant to section 6 
of Public Law 520, 79th Congress, and constitute group I: 


o« 


1. Aluminum 82. Graphite, lubricant and 

2. Antimony grade 

3. Asbestos, amosite . Hyoscine 

i. Asbestos, chrysotile é Iodine 

5. Asbestos, crocidolite ©). Jewel bearings, instrument jewe 
Bauxite, metal grade except vee jewels 
Bauxite, refractory grade . Jewel bearings, sapphire and ruby 
Beryl vee jewels 
Bismuth . Jewel bearings, watch and time 
Lristle, hog keeping device jewels 
Cadmium . Kyanite 
Castor oil . Lead 
Celestite . Magnesium 
Chromite, chemical grade 41. Manganese ore, battery grade 
Chromite, metallurgical grade 42. Manganese ore, chemical grade 
Chromite, refractory grade 43. Manganese ore, metallurgical grade 
Cobalt 44. Mercury 
Coconut oil 45. Mica, muscovite block, good stained 
Columbite and better 
Copper . Mica, muscovite film 
Cordage fibers, abaca 47, Mica, muscovite splittings 
Cordage fibers, sisal 48. Mica, phlogopite splittings 
Corundum . Molybdenum 
Cotton, extra long staple . Nickel 
Diamonds, industrial 51. Opium 
Feathers and down, waterfowl 52. Palm oil 
Fluorspar, acid grade 53. Platinum group metals, iridium 
Fluorspar, metallurgical grade 54. Platinum group metals, platinur 
Guayule seeds and seedlings 55. Pyrethrum 
Graphite, amorphous lump 56. Quartz crystals 
Graphite, crucible grade 57. Quinidine 
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NvT List oF STRATEGIC AND CRITICAL MATERIALS FOR STOCKPILING—Continued 


Quinine 7. Tin 
Rare earths 8. Tungsten 
tubber, crude natural 3%. Vanadium 
Sapphire and ruby Vegetable tannin extract, chestnut 
ellae . Vegetable tannin extract, quebracho 
Silk Vegetable tannin extract, wattle 
Sperm oil 3. Wool 
le, steatite, block . Zine 
lantalite 


Materials in list II will be acquired only through transfer of Government- 
| surpluses pursuant to section 6 (a) of Public Law 520, 79th Congress, 
onstitute group II: 

Pepper 
te, abrasive Platinum group metals, osmium 
ite, natural Platinum group metals, palladium 
uond dies Platinum group metals, rhodium 
ne Platinum group metals, ruthenium 
hite, crystalline fines Rutile 
muscovite block, stained and Selenium 
wer Talc, steatite, ground 
phlogopite black Zirconium ore, baddeleyite 
ptical glass Zirconium ore, zircon 


STOCKPILING PROGRAMS AND POLICIES 


x 


The stockpile being accumulated under Public Law 520, 79th Congress, is the 
Nation's reserve of selected materials designated to make up the deficit between 
able supplies and estimated total needs during an all-out war. It is national 
in scope—not just military. Its purpose is to provide for the industrial and 
ssential civilian wartime needs, as well as those of a direct military nature. 
primary objective of the Stockpiling Act is to reduce and eliminate, if 
ossible, a dangerous and costly wartime dependence upon foreign sources of 
ential raw materials. Hence the materials stockpiled are principally those 
ich come wholly, or in substantial part, from foreign sources rather than those 
which can be produced in this country in sufficient amounts to meet essential 
artime needs. 
The actions necessary to accomplish the stockpile objectives extend far beyond 
e basic Munitions Board authority. International and domestic allocation of 
ailable supplies, as well as supply expansion programs, are not the immediate 
responsibility of the Munitions Board, but have a direct bearing on the accom- 
plishment of the objectives of the Stockpiling Act. These programs of other 
agencies are reported here only insofar as they directly affect the stockpiling 
activity. 
ACQUISITION PROGRAMS 


The 6-month period July-December 1951 was characterized by the avail- 
bility of adequate stockpile procurement funds. Nevertheless, the rate of 
acquisition fell off to $357 million worth of material as compared to deliveries 
of $462 million in the prior 6-month period. 

lhe principal reason for this was the increase in direct military and defense 
supporting requirements as the mobilization program expanded, coupled with the 

. of any corresponding increase in supplies and, in some instances, decreased 
supplies. This was especially true for the major dollar items on the stockpile 
list, such as aluminum, copper, lead, zinc, tin, and rubber. Concurrently, the 

ncies responsible for the administration of the Defense Production Act have 
orded to the stockpile a lower priority than that accorded not only to direct 
military and defense supporting production but also to the continuation of suffi 
ent civilian use of scarce materials to maintain the total national economy at 
arelatively high level and to minimize avoidable unemployment. 

Under these circumstances, the acquisition rates authorized for the stockpile 
have been set in many instances below prior rates of performance. Support 
of this policy has in numerous instances resulted in the diversion to industrial 
use of materials tendered for delivery against existing stockpile contracts and, 
in the instances of copper, lead, and aluminum, actual withdrawals from the 
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Stockpile have been made. This is discussed in more detail under “Progress 


Stockpile acquisition.” 

Contributing to the present materials shortages has been the reduced jy 
portation into the United States of materials which have been selling in wor 
markets at prices higher than those the United States is endeavoring to mainta 


It) 


This effect is expected to be temporary only. 
DEFENSE PRODUCTION ADMINISTRATION PROGRAMS 


The Defense Production Administration (DPA) continued to utilize the y 
Materials Coordinating ( omlmittee as a medium for obtaining interagency co; 

feration of the problems of channeling materials in short supply to programs 
essential to national defense. The establishment and composition of this eo) 
mittee was reported in the July 23, 1951, stockpile report to the Congress I 
channeling material in short supply to all essential programs, the following 
general priorities were estal lished 

l. Military and Atomie Ene rgy Commission production to meet United States 
and allied needs 
2. Defense supporting and essential civilian production, ineludir g the mainte 

e of the United States economy at a healthy level and the support of essen 

export programs 

\dditions to the national sto kpile 

Other civilian production 
‘he channeling of materials in accordance with these priorities during 

6 months has resulted not only in the curtailment of stockpile deliveries 
ha few instances in the actual withdrawal of material from the stockpil 

Where is appears that there will be insufficient material to meet the requ 
ments of at least the top three priority activities listed above the Defense Mate. 
rials Procurement Agency prepares Supply expansion programs and, upon receipt 
of DPA certification and approval, proceeds to carry out such programs. Mat 
rials for which supply expansion programs were developed include aluminum, 
antimony, bauxite, beryl, cadmium, chromite, cobalt, columbite tantalite, copper 
industrial diamonds, diatomite, metallurgical and acid grade fluorspar, foreig 
iron and steel scrap, garnet, crucible grade graphite, iron ore, kyanitemullite, 
lead, limestone-dolimite. Magnesite, Magnesium, metallurgical] manganese, mica. 
molybdenum, hickel, potash, salt, sulfur, titanium, tungsten, and zine, 


INTERNATIONAL ALLO( ATIONS 


In addition to channeling vital materials in short supply to essential uses 
within the United States. the Defense Production Administration has taken the 
lead in endeavoring to secure international allocations of vital materials in short 
supply in an attempt to meet the total commitments of the free world in the 
present struggle with Soviet expansionism and aggression. International alloca 
tions have sought to provide the necessary materials for the essential defense 
prosrams of the free world and at the same time to reduce the inflationary pres- 
sures that would result from unrestrained international] competition for scarce 
supplies. A Deputy Administrator of the Defense Production Administration 
serves as the United States representative on the central group of the Inter- 
national Materials Conference and coordinates the activities of the United States 
members of the several committees covering copper, zinc, lead; cotton and cotton 
linters ; manganese, nickel, cobalt : pulp and paper; sulfur; tungsten and molyb- 
denum ; and wool. 


ROLE OF DEFENSE M ATERIALS PROCUREMENT AGENCY 


Pursuant to the provisions of the Defense Production Act of 1950, as amended 
by Public Law 96, 824 Congress, Executive Order No. 10281, signed on August 238, 
1951, establishing the Defense Materials Procurement Agency (DMPA), the 
following functions and responsibilities were assigned : 

1. Purchase and make commitments to purchase metals, minerals, and other 
materials for Government use or resale under section 303 of the Defense Pro- 
duction Act of 1950, as amended. This involves no change in the Department 
of Agriculture’s present authority to purchase food. 

2. Encourage the exploration, development, and mining of critical and strategic 
minerals and metals under section 303 of the act. It is expected that DMPA 
will redelegate to the Department of the Interior responsibility for the domestic 
phase of exploration for metals and minerals, 
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Make any subsidy payments under section 308 (c) of the act which may be 
necessary to maintain essential production. 
{ Serve as a guaranteeing agency in connection with the financing of pro- 
tion and deliveries or services under Government contract in accordance 
section 301 of the act. 
Install additional equipment, facilities, processes, and improvements in 
ernment-owned and private plants, factories, and facilities. 
ile it is too soon to evaluate the operations of DMPA as they may affect 
stockpile, particularly under functions 1 and 2 above, it is anticipated that 
rials produced as the result of those operations and not needed by the in- 
ial defense economy may accrue to the stockpile. The nature of the opera 
of the new agency indicates that such new or increased production as may 
tained will necessurily be over a long term. The agency also is empowered 
] the Executive order to enter into contracts involving certain necessary 
features Which could not be encompassed by procurement under Public Law 520. 
In anticipation of the effect DMPA operation may have on stockpile acquisitions, 
the Munitions Board on December 5, 1951, revised the Interdepartmental Stock- 
Committee charter to include this new agency as a member. 


DEPARTMENT OF STATE ACTIVITIES 


Because the stockpile program affects the economic and political relations of 
the United States with other governments, the Department of State has a num- 
of important functions in support of the program. 
The Department indirectly supports the stockpiling program through its many 
nsactions with foreign goveruments on commodity problems that arise outside 
the context of the United States stockpile program itself. The Department rep- 
ts the United States or participates in such representation in several organi- 
zations Whose activities affect stockpile progress. Where appropriate, the De- 
partment recommends and negotiates intergovernmental arrangements to in- 
crease commodity production and to allocate materials. 


ECONOMIC COOPERATION ADMINISTRATION ACTIVITIES 


In carrying out its statutory obligations for acquiring materials in which the 
United States is deficient or potentially deficient, the Economic Cooperation Ad- 
ministration (ECA) uses funds which come primarily from the United States 
portion (5 percent) of the local currency counterpart funds deposited to match 
grant aid received from the United States under the European recovery plan. 
In addition ECA has a special dollar fund which may be drawn upon for certain 
limited purposes in financing strategic materials development projects. The 
Emergency Procurement Service (EPS) has made stockpile dollars available to 

igment, where necessary, the 5 percent counterpart funds in connection with 
purchase contracts. The tabulation below covers outright purchases in the July 

December 1951 period in an equivalent dollar value of $11,831,087 of which 
$10,670,753 represents the equivalent of ECA counterpart funds, and $1,160.33 
represents the EPS dollar commitments on the transactions. Since the inception 

ECA, outright purchases with ECA 5 percent counterpart have been made in 
a total equivalent dollar value of $81.3 million. 


Purchases 

Commodity Country 
Feathers and down *___------- - - France and Germany. 
Aleeiing 7S 4 dca France. 
Graphite__ asdedet non Do. 
Mica a alee ; - ; Do. 
Monazite (rare earths)’ : : ._.. Netherlands 
Industrial diamonds_- 7 Do. 
Ore ets i eineees ‘ Italy. 
Magnesium 7______ S ; .._. Norway. 
Sperm oil *___- eee ; aie : Do 


New item since last report 


A total equivalent to $59,385,416 has been committed during this same period 
prospecting and developing sources of strategic materials as well as for 
expansion of their production in ECA areas. Of this sum, $54,064,991 represents 
the equivalent dollar value of the 5-percent counterpart funds obligated, and 
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$5,520,425 represents commitments from the ECA dollar fund. The contracts 
covering these commitments for ECA advances on strategic-materials projects 
require repayment, plus interest, in strategic materials for the stockpile. They 
usually include options to EPS or ECA for the purchase of additional quantities 
of strategic materials over and above those deliverable in repayment of advances, 

From its inception, ECA has committed a totai of $109.2 million for develop- 
mental projects, of which $83.9 million represents the equivalent dollar value 
of counterpart commitments, and $25.3 million represents commitments from the 
HCA dollar fund. 

Projects 


Commodity Country 
Industrial diamonds? .... British Guiana and French East Africa 
IN a thesteinitcien -........ Jamaica, Greece, and Netherlands. 
CO a. siectahiiailaeiiccnminthaiciteciteiaiiaisintpsiinsita Simian Northern Rhodesia. 
DR acs. incites ad _.. Southern Rhodesia. 
Aluminum-_-___-~~- i caieallahcn -.. France, Germany, Denmark, and Norway 
Chromite ‘ “ New Caledonia. 
Copper, lead, zine French East Africa. 
Bery!| ; 4 ata French Morocco, 
Fluorspar . Germany. 
Lead, zine’ ‘ ‘ Greece and Italy. 
Manganese... _- J ‘ . Greece. 
‘Tungsten sPattemigttis sas _. Portugal. 


1 New item since last report 


The combined commitments for purchases and developmental projects, from 
the start of ECA, amounts to $165.8 million equivalent value of counterpart and 
$46.9 million from the ECA and EPS dollar funds, a grand total of $212.2 millior 
The foregoing tabulations and data reflect only the contracts actually signed 
to December 31, 1951. 

Since the last report to Congress, Jamaica Bauxite, Ltd., has made a second 
repayment to apply on ECA advances. This repayment amounted to 1,243,432 
pounds of aluminum metal. Societe des Mines de Zellidja has delivered 2,000 
tons of lead and 400 tons of zine as their first repayment of ECA advances to 
increase production of lead and zine in French Morocco. An initial repayment 
of 6,365 carats of industrial diamonds has also been received in return for BCA 
financing of industrial diamond projects in French Equatorial Africa. As a 
whole the developmental projects have been progressing very well and many 
repayments of ECA advances are to start in 1952 as sufficient time now has 
elapsed for the projects to get into production and be in a position to start repay- 
ing advances. 


ip 


EXPORT-IMPORT BANK PROGRAMS 


With broad statutory lending authority and extensive foreign financial expe 
rience, the Export-Import Bank of Washington is the agency of the Government 
which provides the dollar loans required in connection with production and devel- 
opment of strategic and critical materials outside the United States. In close 
cooperation with the Emergency Procurement Service, the Defense Materials 
Procurement Agency, and other interested agencies, the bank establishes credits 
in favor of United States business enterprises, or foreign enterprises, govern- 
ments, and government agencies, to finance the expansion of capacity and the 
production and treatment abroad of essential materials for the United States 
stockpile, or for use by industry in the United States and the free world. Where 
such materials are to be purchased for the stockpile, the bank customarily ar 
ranges for repayment of credits within the term of the stockpile purchase Ccon- 
tract by assignment to it of a portion of the price paid thereunder for each unit 
delivered. 

Section 311 of Executive Order No. 10281 of August 28, 1951, authorized the 
bank to make loans, pursuant to section 302 of the Defense Production Act of 
1950, as amended, to assist in the production abroad and the delivery to the 
United States of essential materials upon certification by the relevant defense 
agencies where the requisite financing cannot be obtained from private sources 
or be provided under the provisions of the Export-Import Bank Act of 1945, as 
amended. 
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4s a part of its financial activities during the calendar year 1951, the bank 
established credits totaling $38 million to assist in the production in Latin 
America of Manganese and tungsten concentrates for the stockpile under long- 
term contracts. At year end, applications were under study for credits totaling 
more than $13,500,000 to assist in production for the stockpile of copper, lead, 
manganese, sisal, tantalite, and zinc. 


DETERMINATION OF OBJECTIVES 


nder the approved procedure for the determination of objectives, which in- 

s recommendations from the Munitions Board Interdepartmental Stockpile 
nittee, and joint determination by the Munitions Board and the Secretary 

f Interior, 52 materials on the list of strategic and critical materials were re- 
ewed in the last6 months. Of this number, 19 remained unchanged as to stock- 
objective, while 23 were decreased and 10 were increased. A number of ma- 

ls not now on the list were reviewed but were determined to be in sufficiently 
lequate supply that there was no justification for stockpiling. These materials 
ere asphalt, henequen, upland cotton, ilmenite, sebacic acid and germanium. 
eral others were under consideration but suflicient data have not as yet been 
ered to permit a determination to be made. Rutile, zircon, baddeleyite, and 

, which were in group II 6 months ago, were reviewed again. These studies 

ted in placing iodine in group I while the others were retained in group II. 


REVISION OF SPECIFICATIONS 


order that no reasonable opportunity to acquire units of strategie and critt- 
materials would be lost, many of the stockpile purchase specifications were re- 
1 so as to admit additional forms and grades which heretofore had been con- 
ed less desirable for stockpiling due to their limited application or for 
age reasons. In all cases such revisions were reviewed by industry groups 
posed of consumers and producers or importers who advised with regard to 
mercial usability, methods of testing and inspection, and packaging. The 
r of specifications revised totaled 23 while one new specification was issued. 
The Munitions Board continues to permit the purchase of material of lower 
than specified grades provided it can be processed or beneficiated to a specified 
crade Within a reasonable period of time. 


New speci- 
fication or Nature of revision 
revision 


Asbestos, amosite Revision I 3, 195 Broadened list of 
grades 
Asbestos, crocidolite do 8 2, 195 To conform to commercial 
ing 
Bauxite, refractory grade do 5, 195 Reduce mirimum grade 
Bismuth do 3, 195 Grade marking added 
Bristles, hog do 95 Broadened to include shorter 
lengths 
Cobalt do 5 Packaging and markirg added. 
Cotton, extra long staple do d py 3,198 Increase moisture tolerance 
Crystals, quartz, raw | do 2, 195 Revised inspection procedure. 
Emetine do 9, 195 Packnging corrected Marking 
added 
Fluorspar, acid grade do y 13 51 | Broadened to include lump ore 
Graphite, amorphous lump al a 29, 1951 Peameenne broadened. Marking 
| added. 
Hyoscine ava . Ae Packaging corrected. Marking 
| | | added. 
int dense dante ataanitiiniuls weeuied . 16,1951 | General revision 
Kyanite, mullite, and mullite- |... ; . 23,1951 | Broadened to include new types 
type refractory. | of material 
7,1951 | Packaging, marking, and ship- 
ping added 
Platinum a i tian . 19,1951 | Reduction in minimum grade, 
Pyrethrum extract cenpehie ‘ . 13,1951 | Packaging revised Marking 
added 
Sperm oil . nies piel laden = General revision. 
Tungsten powder. ...-- att ..-| Nov. 19, 1951 





1016 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


PROGRESS IN STOCKPILE ACQUISITION 


Procurement of strategic and critical materials for the stockpile and the 
administration of the stockpile are the responsibility of the General Seryieos 
Administration (GSA). The Emergency Procurement Service (EPS) of Gsa 
plans, develops, and coordinates the administration’s stockpiling operations 
Pursuant to purchase directives issued by the Munitions Board setting forth t 
materials and amounts to be purchased and the dates by which deliveries os 
such materials are to be completed, EPS develops offers and negotiations eo) 
tracts for the delivery of strategic and critical materials to the stockpile. EPs 
also is responsible for the custody, beneficiation, processing, records maintenance 
and disposal operations for the materials in the stockpile. 


STOCKPILE PROCUREMENT 


As of December 31, 1951, the Congress has made available a total of $5,026 
764,870 for stockpile procurement and maintenance pursuant to Public Law 520 
79th Congress. This total is comprised of $4,871,764,870 in cash appropriations 
excluding $22 million authorized to be transferred to another account for rehabj 
itation of Government-owned material producing plants, and $155 millioy 
contract authorizations, which will require the appropriation of additional cas 
funds in the future. Appropriations by fiscal years from 1947 through 1952 are 
set forth in table I 

Strategic and critical materials in the stockpile inventory were valued 
$5,439,717,480 as of December 31, 1951 on the basis of current prices. As of t] 
date an additional $2,209,247.786 worth of materials was scheduled for futur 
delivery to the stockpile under outstanding contracts. The total of $5,648,965.26 
worth of materials in the inventory and under contract compares with total 
stockpile objectives valued at $9,298,906.664 at present market prices. 

Contracts for a total of $588,288.374 worth of materials were placed durin 
July-December 1951 by EPS. This collpares with a total of $1,645,968,825 fo 
the previous 6-month period. Average monthly obligations and expenditures 
since July 1946 are set forth by 6-month periods in table IT. 

As a result of the tightening supply-demand position for many of the strategic 
and critical materials, particularly in the instances of such high-value items as 
aluminum, copper, lead, zine, tin, and rubber, the dollar value of new sto kpile 
acquisitions during July-December 1951 declined to $357 million from the $462 
million of the previous 6 months. However, the rate remained higher than tl 
of any 6-month period prior to 1951. The availability of many strategic ar 
critical materials became increasingly limited in the last 6 months of 1951 an 
under the priority policy of the Defense Production Administration (DPA) « 
lined previously in this report, EPS found it more difficult to enter into contracts 
for the delivery of such materials to the st« ckpile. In addition, GSA was directed 
by DPA to divert to industry scheduled deliveries of a number of materials 
covered by stockpile contracts or to hold such deliveries in special reserves for 
future distribution to industry. 

Materials affected by such directives include 45.000 short tons of aluminu 
100,000 pounds of columb te, 163,500 s! ort tons of copper, 8,000 short tons ot i ad 
grade fluorspar, 6,000 short tons of lead. 9.900 long tons of metallurgical mang 
hese ore, 2,200,000 pounds of nickel, 1,778,000 pounds of tungsten, and 26.900 short 
tons of zine. This represents a loss of more than $120 million worth of materials 
to the stockpile. The shortage of some materials became so acute that quan 
tities already in the stockpile were released for allocation to industry pursuant 
to Presidential orders recommended by DPA and the Office of Defense Mobi 
tion (ODM). Such releases included 10,000 short tons of aluminum, 55,000 short 
tons of copper, and 30,000 short tons of lead, having a total value in excess of 
$40 million. 


v 
‘ 
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TABLE I.—Appropriations for the stockpilk 


{Millions of d 


nd $190 mill 
ict authority 1 
Appropriation 
ious 1950 authoriz " 
mental Appropriation Act, 1951 Exclud 
of Government-owned material producing } 
ipplemental Appropriation Act, 1951 


Despite the decline in total dollar rate of stockpile acquisition, increased pro- 
ent activity was sufficiently successful in many of the materials of lesser 
that the average acquisition rate of all items being actively sought for the 

ckpile, unweighted by dollar value, continued to follow the trend of increas- 

g progress evident over the past 2 years. The following tabulation shows, by 

onth periods covering 1950 and 1951, the average prugress made, as percent 
resent individual stockpile objectives, for all items for which stockpile addi- 
s were desired during the respective periods. Items not on the list, or with 

then current objectives filled, during any period are excluded from the 

‘rage for that period. 


Of the 58 items included in the average for the most recent 6 months, 15 items 
owed acquisition rates from 10 percent to over 25 percent, 5 items were between 
e 6.6 percent average and 10 percent, 14 items were between the 6.6 percent 
erage and 2 percent, and 21 items were below 2 percent. Significantly, prac- 
cally all of the items in the top progress category, and most of the items which 
re of better-than-average performance, were so-called soft-goods items such 
s oils, fibers, drugs, and rubber whereas most of the minerals and metals are in 
e categories of less-than-average performance. 


39888—54—pt. 4 
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TABLE II {verage monthly obligations and expenditures, by 6 months’ perio 
Monthly 
Commitme 


July-December 1946 $5, 


January-June 1947 


July-December 1947 19, 507, 
January-June 1948 21, 113, 587 
July-December 1948 67, 036, 5 
January-June 1949 8, 998, 2 
J yer 1949 46, 539. 7 

J 1050 66, 864 
July nber 1950 71, 661, 
January 1951 274, 224, 7 
T r 1951 98, 048, 


PUBLIC PURCHASE ACTIVITY 


As previously reported, the Defense Production Act of 1950 authorizes meas 
ures for the expansion of productive capacity and supply, which are in additio: 
to the incentives to expand production provided by long-term stockpile contra 
Such measures include the encouragement of exploration, development, 
mining; purchase by the Government for its own use or resale; Government loans 
and guaranties of loans; subsidy payments on domestically produced materials 
other than agricultural commodities; and the installation of additional eq 
mont and facilities in Government-owned and private plants. 

Pursuant to Executive Order 10281, issued August 28, 1951, these function 
were consolidated under the newly established Defense Materials Procureny 
Agency (DMPA) and the Administrator of General Services was appointed its 
administrator. Since the Administrator of the new Agency is directly responsible 
to the Director of Defense Mobilization, the materials procurement and develo; 
ment programs under the Defense Production Act of 1950 are coordinated at tha 
evel. DMPA plans, directs, and coordinates the Government’s programs for 
the expansion of supply and productive capacity. Under present arrangement 


GSA is continuing to perform its responsibilities for the purchase of raw mate- 
rials under the Dofense Production Act of 1950. Accordingly, GSA continues to 
act as the exclusive United States purchaser and importer of natural rubber bot) 


for stockpiling and for resale to industry in accordance with allocations made 
by the National Production Authority. Steps are now being taken, however 
return the importation of liquid latex to industry as soon as an orderly disp 
tion can be made of the latex purchased by GSA and not transferred to the sto 
pile. Similarly, GSA is purchasing foreign tungsten both for the stockpile a 
for resale. The authority to purchase tin for Government use or resale, whit 
GSA delegated to the Reconstruction Finance Corporation, was canceled 
October 1951 since, as a result of the Government’s policy to refrain from pu 
chasing tin at what were considered as excessive prices, the program was not 
carried out. That policy was still in effect and no tin had been purchased as of 
the end of 1951. 

EXPANSION OF SUPPLY 


Continued efforts have been made under the Defense Production Act of 1950 
to expand the production of strategic and critical raw materials. Long-term 
contracts have been made under that act that will result in a substantial increase 
in the production of aluminum, copper, acid-grade fluorspar, manganese, molyb 
denum, titanium, and zinc. The production of cobalt, columbite-tantalite, graph 
ite, lead, mica, nickel, tin, and tungsten will be expanded under Defense Pro- 
duction Act programs. Appendix A lists the expansion programs for certain 
materials now on the stockpile list which have been certifled by the Defense 
Production Administration. Many of the contracts under the Defense Pro 
duction Act provide for deliveries to the stockpile. ‘In addition, the expansion 
of production as a result of such contracts cannot help but ease the supply- 
demand picture in the future and thus increase availabilities of such materials 
to the stockpile. 

As previously reported, Government-owned and other standby facilities are 
being reactivated and production of aluminum, magnesium, and synthetic rubber 
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iy has increased as a result of such reactivation. It is expected that the 
roduetion of nickel from the Government-owned facilities in Cuba will commence 
n the spring of 1952. Under stockpile contracts, substantial quantities of 
of the materials produced by the reactivated facilities will be delivered to 
stockpile. 
PRICE CONTROL 


Qn July 3, 1951, the Office of Price Stabilization (OPS) issued amendment 1 
ts General Overriding Regulation 2 covering sales of strategic and critical 
rials to the General Services Administration (GSA). Pursuant to this 
endment, sales to GSA of strategic and critical materials mined or produced 
itside of the United States are exempt from price control. Sales to GSA of 
h materials produced inside the United States are exempt from price control 
non the certification by GSA that the marginal or submarginal character of 
source or the necessity of constructing or installing substantial additional 
ties or equipment renders it uneconomical to produce such materials at 
ng prices which would otherwise be applicable. This action covers practically 
strategic and the critical materials purchased by GSA either for the stock- 
or for resale to industry. However, sales of such materials by GSA to in- 
ry are, in general, subject to the applicable price-ceiling regulations of OPS. 


EXPANSION OF PURCHASING FACILITIES 


connection with its responsibilities for the purchase of strategic and 
al materials both for the stockpile and for resale to industry, the General 
es Administration (GSA) maintains offices in London, Paris, Tokyo, and 
nnesburg. It also has an agent acting for it in Portugal. During the period 
review, branch offices to the Tokyo office were established in Hong Kong 
at Bangkok, and further extension of the GSA foreign representation is under 
nsideration. The Emergency Procurement Service (EPS), both through its 
Washington staff and foreign offices, has cooperated with the Economic Coopera- 
Administration (ECA) in obtaining strategic and critical materials for the 
ckpile through purchase with counterpart funds or in repayment of advances 
HCA for development projects. EPS has participated in negotiations for 
these materials and worked closely with ECA in order to effect the delivery to the 
ckpile of the maximum amounts of strategic and critical materials. The 
gn development functions of ECA have been extended to cover areas in 
idition to the Marshall plan countries, and this has assisted EPS in develop- 
ng stockpile contract opportunities throughout the world. In December 1951 
ie foreign development functions of ECA were transferred to the Defense 
Materials Procurement Agency and cooperation with EPS is continuing in the 
evelopment of stockpile contracts. 


COMMODITY CREDIT CORPORATION ACQUISITIONS 


In accordance with the provisions of Public Law 85, Sist Congress, the Com- 
modity Credit Corporation has been authorized by the Secretary of Agriculture 
to accept strategic and critical materials produced abroad in exchange for agri- 
cultural commodities acquired by that Corporation. Through December 1951, 
the Commodity Credit Corporation acquired approximately $33 million worth of 
industrial diamonds, metallurgical chromite and metallurgical manganese ore. 

These materials were then purchased for the stockpile by the General Services 
Administration. 


GOVERN MENT-OWNED SURPLUS ACQUISITIONS 


During the 6 months ended December 31, 1951, declarations of surplus Gov- 
ernment-owned materials valued at $8,460,231 were reviewed by the Emergency 
Procurement Service, and materials with a declared value of $4,549,008 were ac- 
cepted for the stockpile. Materials transferred to the stockpile included narcotics, 
vanadium oxide, and some scrap materials from foreign locations. In order to 
relieve the tight supply situation and to maintain the operations of industries 
using scrap-metals at a rate as high as possible, scrap aluminum, copper, lead, 
and zine, and their base alloys are no longer being accepted for transfer to the 
stockpile pursuant to a determination by the Secretary of Commerce that such 
materials are needed for the current requirements of industry. 

Section 204 (e) of Public Law 152, 81st Congress, which was approved June 30, 
1949, provides that executive agencies may accept materials determined by the 
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Munitions Board to be strategic and critical in lieu of cash payments fo; 
principal or interest installments under leases or sales of Government s Ip 
property Pursuant to these provisions, approximately 36,450 short ¢ 


pig aluminum has been transferred to the stockpile as of December 31, 1951 
STOCKPILE INSPECTION, STORAGE, AND ROTATION 


Strategic and critical materials are stockpiled at 242 locations as follows 


Military depots 
Depots operated General Services Administration ‘ 
Other Government-owned sites at which precious stones, metals, and nar 


cotics are stored 
Temporary vault locations 
Commercial locations at which rubber, cotton, silk, fiber, and other materials 
“are stored 
Commercial locations at which vegetable and sperm oils are stored in tanks 
Commercial leased sites used for the storage of ores 


Industrial plant-site locations 


Total 


Che construction of warehouses at Government-owned sites is nearing 
pletion at four locations, and materials already have been shipped to each 
location The construction of new warehouses is currently planned for n 
additional locations, and drawings and specifications are being prepared. It 
expected that the first of the buildings under this program will be ready for 
initial occupancy by the summer of 1952. 

Che construction of three Government tank farms for strategic oils has been 
practically completed. One of these farms has been filled with oil, and shipment 
are being made to the other two farms. Additional tanks are being erected at 
one of these farm locations, and a fourth farm is under construction. In ad 
tion, surveys, plans, and specifications are being developed for a fifth tank fa 

Further studies are being made to develop fire-protection standards for stoc| r 
pile storage of strategic and critical materials. Major fire-insurance companies 
and other industrial organizations concerned with fire-protection standards ars 
cooperating in the development of these standards, 

In addition to the inspection of materials for compliance with stockpile spe 
fications at the time of delivery, stockpiled materials are inspected at regul 
intervals Such inspections are made to insure that the materials or their e& 
tainers have not deteriorated and that they are correctly segregated, identified 
and stored in accordance with accepted standards and methods. When necessa 
corrective action is taken 

The rotation of rubber and cordage fibers has proceeded on the basis of su 


inspection. Analyses of samples of the strategic oils, which are sampled at t 

month intervals, have indicated that there has been such a minor degree 

deterioration that rotation of such oils has not as yet been necessary Althoug 

shellac has a short storage life in India where most of it is produced, periodi - 

sampling and analyses have not revealed any marked rate of deterioration under 

the conditions of stockpile storage, and rotation has not been required. O 4 

the basis of periodic sampling and analyses of pyrethrum extract, it appears tl 

an insoluble material has formed and that this must be removed before such 

pyrethrum can be utilized. However, the insecticidal potency of the pyrethrun 

has not been reduced to any marked degree. } 
During July to December 1951 considerable progress was made in the co! Le 


version of subgrade materials to stockpile specifications and in the classification 
of materials transferred to the stockpile as surplus from other Government 
agencies. The treatment of zinc concentrates to slab zinc meeting purchase 
specifications continued, and the major proportion of such concentrates already 
has been treated. Work continued on the classification of mica, and the piece 
by-piece sorting of certain high quality mica was completed during the period 
Special surveys were made of stockpiled celestite and cryolite in order to de 
termine the usability of such materials in industrial applications. A further 
examination was made of fluorspar in the stockpile and, as a result, it was 
determined what material may be used in its present form and what will r¢ 
quire beneficiation. 
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CONTROLS ON STRATEGIC AND CRITICAL MATERIALS 


Department of Commerce is designated as an adviser to the stockpiling 
itv under section 2, Public Law 520, 79th Congress. Since the enactment 

Defense Production Act, the Department of Commerce discharged this 
sibility through the National Production Authority (NPA). The major 
on of the NPA is to control the distribution and use of commodities (in- 
ng strategic and critical materials) in such a way as to provide adequate 
es of these commodities and materials to meet both current military and 
n requirements. 


DOMESTIC USE CONTROLS 


those instances where supplies of material are inadequate to permit meet- 
«kpile schedules NPA has been requested to take, if possible, steps that 
mit the use of such material in the civilian economy. 
the demands for materials for defense, defense supporting, and essential 
ian industries have increased far beyond available supplies, NPA, along with 
claimants, has undertaken a series of measures designated to conserve 
materials and to encourage the use of substitutes. There are four sepa- 
nds of actions which NPA has taken to accomplish these ends 
Voluntary substitution.—Through its industry advisory committees which 
onvened at regular intervals, NPA has encouraged industry representatives 
dertake voluntary conservation and substitution measures. In general, 
ration by participating industries has been excellent, and substantial sav- 
n critical materials have accrued within the framework of the capabilities 
hese industries to adjust their operations to the substitute materials 
Orders and regulations.—Where necessary to effect immediate conservation 
aterial uses in areas affecting large numbers of users or where industry 
presentatives have recommended issuance of Government regulations, NPA 
issued orders and regulations prohibiting the use of scarce materials for 
rtain purposes, In some cases, NPA, after consultation with industry, has 
d standardization and simplification orders. 


t£ III.—-Stockpile materials covered by NPA orders as of Sept. 30, 1951 
(latest revision) 


Civilian use 


Controls} Limited Inven Subst 
on deliv-| to speci-| Prohib- |tory lim-| tution 
ery, etc. fied base; ited in | itation jrequired 
period {specified ™ 
percent- | products 
ge 


A lloca- 


tion 


Material | 


(4 


Iminum 
tir ny 


tles, hog 


AAA H 


ind down 
synthetic 


lybdenum 


AMMA Med 


~ 


MAA, 
Dd bddd: bd! bdbd! bd) bebe 


AAA KAAMKAA 


tannin extract (chestnut, 
ho, wattle) 


wt 
4 


lusive Government purchase. 
thetie rubber only. 
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Reduced material allotments Where the material involved is under 

NPA allocation control, as 1s the case of steel, copper, and aluminum, subs 
has been encouraged through the issuance of allotments of materials which 
not sufficient to meet the demands of the industry Again, by directing its 
tion to the allotment of materials rather than the control of end-item pr 
tion, industry has been enc ouraged to achieve maximum substitutions. Wh ( 
possible, allotments of steel have heen increased to offset severely reduced 
ments of copper and parti ularly aluminum In the case of those items wher 
materials not in critically short supply can be substituted for cor 
materials, allotments of the latter have been senbstantially curtained 

1 Me tallurgical a alysis Control through melt sheet procedure, In the 
cobalt, tungsten, molybde 


of scarce alloying materials, such as nickel, 
and vanadium, there has heen established within NPA a proce 


columbium, 
serutiny by 


which subjects proposed uses of these metals to critical 


mittee of metallurgical experts who pass on the amount and quality of fer 


alloys which may be used for specific purposes Steel mills and other users 
must first receive an approved NPA allotment of material which directs the 


of these materials for specific purposes 





EXPORT CONTROLS 


Under its export control authority, the Office of International Trade (OF! 
severely limits the quantities of eritical and short supply materials which 1 
be exported from the United States. In exercising this authority, OIT not o1 
safeguards domestic supplies (for possible allocation to the stockpile) but a 
ehannels such materials to urgent and essential end-uses abroad in the interest 
of the speediest possible buildup of the economic and military strength of th 
free world. 

It should be noted that in addition to protecting the domestie supply of shot 
supply materials through quantitative restrictions, OIT also maintains strategi 
controls over the movement of certain commodities to all areas and over the 
movement of all commodities to particular destinations. While strategic 
controls are keyed to the production of the security of the United States, t 
also operate in the interest of United States stockpiling. 

It is also of note that in apportioning the limited export quota of stockpil 
and other short supply and critical commodities, OIT not only ailocates but als 
provides export supply assistance to satisfy the vital needs of many “project 
located abroad. With few exct ptions, these projects contribute significant 
supporting, maintaining, or increasing the production of materials st! 
to or in short supply in the United States and benefit supply conditions of 
materials in the United States or in areas in which the United States has 


ite 


the 


significant interest. 

Significantly, licensed foreign projects are presently furnishing the United 
States with all of its industrial diamonds, 95 percent of its bauxite, 90 percent 
of its tin and manganese, 50 percent of its vanadium, monazite, zirconium and 
rutile, 32 percent of its copper, 25 percent of its lead, 22 percent of its zinc 
20 percent of its tungsten, and significant amounts of many other critical 
materials. 

Restrictions over United States exports are not identical for all commodities 
The several types of quotas are classified as follows: 

“Closed,” no exports permitted, except to Canada. 

“Quantitative,” only a specified quantity may be exported within a specified 
period. 

“Restrictive,” licensed only under special circumstances and after pre\ ious 
consultation with other interested United States Government agencies, 8U 
as NPA or the Department of Agriculture. 

“Open end,” licensed without fixed ceilings, but carefully scrutinized 
assure that excessive quantities are not shipped. 

Of the 74 group I stockpile items, 39 fall within one of the above classificati 
Prohibited exports (those falling under closed quotas) include all or specitied 
forms of aluminum, hog bristles, cadmium, cobalt, copper, diamonds, graph 
kyanite, lead, magnesium, manganese, molybdenum, nickel, platinum, U2, tun 
sten, and zinc. 

Appendix B identifies the stockpile items which were subject to qu 
fourth quarter 1951, and specifies the type of quota and quantitative 
for each item. 


ns 
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DEVELOPMENT OF DOMESTIC SOURCES OF STOCKPILE MATERIALS 


DEPARTMENT OF AGRICULTURE 


strategic materials research operations of the Department of Agriculture 
oadiy under four headings: (1) Research in plant ecology of new crops 
the production and improvement of introduced and indigenous crops to 
e strategic and critical materials, (2) experiments and research in the 
ction and utilization of strategic and critical materials from agricultural 
orestry sources, (3) development of substitutes for strategic and critical 
ils either from plants native to the United States or from species from 
id, (4) development, through point 4 research and extension efforts, of 
by producing areas of critical and strategic crops. A further activity is the 
ragement in nearby areas of critical and strategic crops Activities of 
Department of Agriculture in these programs during the period were as 


Ws. 
tor oil 


e research breeding program in castor beans is providing new lines that are 
tested throughout the current areas of production for improvement in 
ds, nonshattering characteristics, disease resistance, and adaptability to 
hanical harvesting. Some of the better lines are now being increased as 
new varieties and will replace older varieties as rapidly as possible. ‘Tests also 
e studies on chemical defoliants which have contributed material to me- 
al harvesting. Work has been initiated on developing hybrid lines for 
reasing the yield somewhat like that utilized in hybrid corn 
ewly designed harvesting and processing machines have been under study, 
ha view to improvements in design. 
{At the request of the Munitions Board, the Department of Agriculture under- 
took in 1951 a domestic production and procurement program for castor beans 
processed into oil. The domestic castor bean program is financed by 
modity Credit Corporation, but provision is made for any losses it might 
ain to be reimbursed from special funds made available by the Defense 
duction Act of 1950. 
rhe program was in effect in California, Arizona, Texas, and Oklahoma, with 
some experimental plantings in Arkansas. Approximately 83,000 acres were 
planted in 1951. Castor beans were planted on a large commercial scale for the 
first time in 1951. Some promising new varieties will be available for commer- 
cial use in 1952, and larger quantities will be available in 1953. 
Despite adverse weather and the tendency of present varieties of castor beans 
to shatter, it is expected that around 15 million pounds of domestic castor oil 
will be produced in the 1951-52 season. Plans are underway to enlarge the 
domestic castor bean program in 1952-53, with the objective of producing 50 
to 70 million pounds of castor oil in that season. 


\ 


Substitutes for certain uses of castor oil 


\ research program is underway to develop from domestically produced 
materials alternates or substitutes for certain specific end uses of castor oil. 
The primary critical needs for castor oil are (1) a source of sebacic acid and 
plastics, (2) special drying oils derived from dehydrated castor oil, (3) hydro- 
genated castor oil for greases, and (4) blown castor oil for hydraulic fluids. 
Current work deals with activities which can be divided into two broad areas: 
a) Research to develop practical methods for producing dibasic acids from agri 
cultural raw materials such as vegetable oil roots and turpentine and (b) devel- 
pment of practical replacements for the drying oils by chemical modification 
f readily available soybean and other oils. 
rhe study of turpentine also gives promise of developing replacements for 
r oil It is possible, by laboratory methods, to make turbojet lubricants 
and premium plasticizers from turpentine. Work is now underway to improve 
aboratory methods so that these and similar items can be produced com- 
ercially at reasonable cost. 


ln oil 


Department of Agriculture’s continuing program of research on palm 

as now reached the point of attention to economic extraction for both large 

mall-secale producers. It is anticipated that pilot plants will be set up 

ne or more Latin American countries to help producers and governments to 
p the benefits from previous and future plantings. 
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bstitutes for certain uses of palm oil 


Laboratory investigations of replacements for palm oil in the prep 
heet steel and tinplate have progressed satisfactorily It has been fou 
tably processed inedible animal fats can replace palm oil in hot-dip 

ale mill tests to confirm these results have been carried out, but ey 


tinplate haus not been completed 


Department of Agriculture has two principal rubber programs 
ruavule and other rubber-bearing plants upon which to base 


domest . and (2) research and technica 


plantation rubber industry in the Wes 


‘ reh is chiefly concentrated on the 


Some of the better strains also show resistan 


hods of extraction of rubber from guayule have been further impr 
pproximately 4,500 pounds of low-insoluble deresinated guayule rubbe 
ipplied to tire manufacturers to be made into heavy-duty truck t 
ses and into passenger tires. The first lot of these tires has undergone 
tests on the truck fleet of the Reconstruction Finance Corporation Off 
Rubber Reserve The test was discontinued at 50,000 miles, at which | 
one of the three 100 percent hevea curcasses and one of the three 100-pe1 
deresinated guayule carcasses had not yet failed. Of the remaining two 
of each type, those made of guayule equaled or exceeded the mileage of 
hevea tires before failing. The test also indicated that tire carcasses mad 
a blend of GRS and guayule are equal to those made of a blend of GRS and he 
Kifforts to select a better solvent than acetone for deresination of guayule 
to develop a continuous process for deresinating are underway 
\ program of guayule seed and seedling propagation was conducted during 
past year Under direction from the Munitions Board, the General Services A 
nistration furnished $500,000 to the Department of Agriculture to handle t) 
activity Estimates of funds needed for the continuation of this work were 
submitted to Congress in the summer of 1951 but no action was taken bef 
adjournment. To save available funds for the seed propagation program 
Munitions Board in December 1 requested the Department of Agriculture 
liquidate the seedling activities and to apply the remaining funds solely t 
continued seed production. 
An increasing number of the older plantings of hevea in Latin America are 
coming into bearing. This has stimulated interest in further plantings ar 
increased the demand for technical assistance in several countries. 


Abaca (manila hemp) 

An abaca research program was undertaken in Latin America by Department 
specialists at the request of the Reconstruction Finance Corporation and is ope! 
ated on funds provided by the corporation. 

Soil surveys, which are the short-term phase of the program, have been con 
pleted and abaca planting for production is being made on the basis of the results 
of these surveys. 

It is still too early to expect results from the long-term research projects whic! 
include experiments in fertilization, drainage, insect and disease control, 
general cultural practices. 

Results of work being done by the Department specialists in the Philippines 
now under the point 4 program, indicate that the destructive mosaic diseases ma) 
be brought under control in this area. These specialists also are contributing to 
the general effort to revive and expand the Philippine abaca industry. 

Cotton, ertra-long staple 

Extra-long staple cotton has a number of strategic and military uses for which 
domestic upland cotton and other fibers cannot be substituted satisfactoril) 
Since domestic supplies of these special grades historically constitute only 
small proportion of requirements, programs have been developed to increase 
domestic production of certain varieties of American-Egyptian cotton. Bstablis! 
ment by the Department of Agriculture of a production goal of 75,000 bales f 
American-Egyptian cotton in 1951 and 1952 is in line with this objectiv \ 
price-support program designed to encourage increased production of specifi 
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is in effect for the 1951 crop and simils 
rudy 
Department has in effect a program to purchase high-quality planting 
ipproved American-Egyptian varitie 3 ”ASS » a supply 
production of the desired quantity of ext nle cotton it 
emergency. 
vigorous program of plant breeding «ar ‘ s for improver 
fiber quality, and other characteristics is being carried out. Sup 
» planting seed, of new varieties which compare favorably with Egyptian 
are being produced at different loca 
led commercial productior 


ions in quantities necessary for 


sa substitute for jute. The kenaf program inaugurated in the United 
in some other parts of the Western Hemi phere provide 
"a substantial quantity of kenaf seed and a limited quanti 
Lol crop. The purpose of the program 1s to place 
in a position to expand the production of kenaf fiber to me 
and military needs should it become necessary 
ing factor in the production of kenaf fiber is the lack of prope 
machinery. Progress is being made in this regard and these advances, 
her with other experiences in connection with the 1951 crop, should mate 
illy facilitate kenaf-fiber production in succeeding crop 


(true American) 
hemp program has two principal phases: (1) Studies to determine its 
ptation to areas other than the Corn Belt; (2) studies of seed-production 
ds and storage conditions that will make it possible to keep seed viable over 
riod of years. 
year’s results indicate that hemp can be grown in parts of the Kentucky 
ee-Mississippi-Missouri area, but that it is useless to try to produce it 
n poorly drained or poor-quality soils 
In a preliminary study of the keeping quality of hemp seed it was found that 
tored for 3 years under natural conditions in the Washington, D. C., area 
is no longer viable while that stored under dry and/or cool conditions lost very 
e viability in the same period. 


sevreria 
rhis fibrous plant is being tested as a substitute for abaca and sisal. Pre 
iry indications are that its characteristics will fall within a range betweer 
aca and sisal. Engineering research, conducted since 1942, has resulted in 
lesign or adaptation of field production and harvesting equipment and of 
essing plant equipment essential to undertaking large-scale domestic pro- 
tion of sansevieria fiber. Control of weeds during early stages of plant 
th has proved troublesome and expensive. However, some new chemical 
eedkillers appear very promising and it is anticipated that their practical 
plication may result in substantial labor savings. 
Opium 
A small domestic production program in 1951 resulted in the harvest of ade 
e seed stocks for planting a commercial crop of opium poppies if needed 
ing an emergency. The seed, now in storage in bonded fireproof warehouses, 
will be tested at regular intervals to detect any loss in viability. A limited 
breeding program for improvement of the strain as to alkaloid content and yield 
haracteristies is being continued. 
Satisfactory progress is being made toward development of a practicable com 
al procedure for extraction and purification of morphine direct from dried 
poppy capsules. Such a process would obviate the necessity for costly hand 
labor methods of collecting opium from the poppy plant. 
Pyrethrum 
A small amount of breeder’s seed and plants of advanced lines is being main 
ed by the Department of Agriculture as research material. There is no 
ilable seed or plant material for commercial production in the United States 
However, Department specialists, now working through the point 4 program, 
ontinuing their investigations on pyrethrum in Latin America. For ex 
, in Ecuador, superior kinds have been selected and those superior areas of 
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e highlands for pyrethrum production have been determined. As a result 
of the most important importing companies in the United States have invest; 
commercial production of pyrethrum in the Ecuadoran highlands. 


Tanning 

Since canaigre has shown the greatest promise as a domestic com: 
source of tannin material, the research program on plant selection, 
ind harvesting has been constantly revised to take into account agronom 
mation as developed In 1951, fall plantings of 20 acres in Arizona, 5 
n New Mexico, and 5 acres in Texas were made in order to take ady 
of information developed from the 1950-51 crop and to get further info 
on sucl lings as planting methods, fertilizer requirement rrigation 
arrangements, cultural handling, and harvesting. The harvesti 
for the 1950 crop proved acceptable in most respects but call for a rey 
planting arrangement, which is included in the new tests 

Some newly selected uniform-appearing lines appear to have superior « 
and yield, and plantings have been isolated to increase this breeding sto 
possible commercial production. T rve as a nucleus of planting stoc] 
case of emergency, 1,890 poun c “l have been collected from exper 
plantings, and is now in stora 


‘oncurrently with these studies, the Department is studying methods of st 
and preparation of the roots prior to extraction. Croupons (sections of 
salted hides) were tanned with blends of canaigre, chestnut, and quel 
tannins. Some of the croupons were tanned in the laboratory’s exper 
plant and the rest in a commercial tanner) he resulting leathers were fin 
by regular commercial methods The leather vill be given service tes 

ill permit an evaluation of canaigre for heav) 

Pilot plant facilities are being installed to test methods for the product 
of canaigre tannin extracts. Operation will provide data on yields and « 
as well as extracts for commercial evaluation. 

Black pepper 

Department specialists are continuing their research on black pepper in Lati 
America through the point 4 program. Certain clones and seedlings have been 
established and work on propagation, shade, cultural practices, climatic limita 
tions, ete., is under way. The better sorts from other tropical countries are 
being sought, but no planting stock is available 


Emetine (from Ipecac) 

It appears that for the first time ipecac production may be transferred from 
the bush, or wilds, to the orchard or cultivated areas in Nicaragua. Under 
cultivation it is anticipated that continuing supplies will be more dependable 
Agricultural technicians, now through point 4, are assisting in this development 
along sound lines of husbandry. 


Wool 

The Department of Agriculture is conducting various programs to encourage 
sheep and wool production and prospects appear good for some increase 
domestic-wool production in the near future. Since January 1950, it is esti- 
mated that sheep numbers have increased approximately 12 percent. However, 
it does not appear practical to increase domestic-wool production by any sub- 
stantial proportion of total United States wool requirements. This increase 
of about 12 percent in sheep numbers is expected to provide less than 4 perce! 
of our total wool requirements and the principal element in our overall 
supply continues to be importation. 


DEPARTMENT OF THE INTERIOR 


The Secretary of the Interior, through the Directors of the Bureau of Mines 
and the Geological Survey, is authorized and directed by the Stockpiling Act 
to make scientific, technologic, and economic investigations to improve the avai 
ability of strategic minerals. Until the activation of the Defense Materials 
Procurement Agency in the latter half of 1951, the Department of the Interior 
through the Defense Materials Administration, had very wide responsibilities 
in mineral production capacity and supply expansion but since then the Dr 
partment has narrowed its approach to administering the exploration prog! 
through the newly created Defense Minerals Exploration Administration 
the Department and to furnishing technical and geologic advice to DMPA 
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Geological Survey obtains background data on the mineral resources of 
ntry that are essential to the formulation of a sound stockpiling and 
development program. By geologic mapping and by research, including 
ical and geophysical surveys und some exploratory operations such as 
trenching, sampling, ete., the mineral reserves and mineral potential 
mated and areas which should be further explored for new deposits are 
d lhe factors controlling mineral deposition and ore localization are 
to provide basic guides to finding, exploring, and developing or New 
al, geochemical, and geophysical techniques for use in prospecting are 
rated and developed These investigations include special commodity 
and correlation of past records with the new and ever-accumulating 
and geologie data, to obtain for industrial and governmental use an 
picture of the situation with respect to the resources of every major 
dity. 
vork of the Bureau of Mines relates in large measure to specific com 


nvolving drilling and development of known deposits, metallurgical 


and compilation of information on production and consumption of 

rhe Bureau of Mines seeks to encourage the utilizaLion of marginal 
bmarginal deposits which can be made commercial by new technologies, 
proving of reserves large enough to justify the installation of big-scale 

ient giving low-unit costs or by other such development and demonstrations 

e Defense Minerals Administration, succeeded by the Defense Materials Pro 
urement Agency and the Defense Minerals Exploration Administration, all 
yorking with the support of the Bureau of Mines and the Geological Survey, 
igurated programs designed to meet essential civilian and military require- 
ncluding stockpile accumulation. Mineral exploration has been expanded 

ugh DMA-DMEA assistance to privately conducted operations; productive 
ity and supply are being expanded through DMA-DMPA assistance to pro- 

ers and potential producers in the form of loans, purchase contracts, accel- 
ted tax amortization, priorities on equipment and supplies, and access roads. 


4iuminum 


In view of the rapidly expanding aluminum production and the increased 
ements of other alumina-consuming industries the utilization of low-grade 
nestic aluminous materials is becoming increasingly important. In 1951 
pproximately 60 percent of the United States bauxite supply was imported ; this 
ratio will increase as requirements are increased. 
Larg? reserves of high-alumina clay, a possible source of aluminum, were 
roved as a result of joint investigations by the Geological Survey and the Bureau 
f Mines. The Geological Survey published a report on this investigation entitled 
Hobart Butte High-Alumina Clay Deposits, Lane County, Oreg.” 
‘he Bureau of Mines is engaged in several investigations for beneficiating 
mestic ores, Completion and rehabilitation of the Laramie, Wyo., experimental 
imina plant for producing alumina and a cement raw material from low-grade 
mestic materials is in progress. The operation of this plant will demonstrate 
he technological and economic feasibility of producing alumina from low-grade 
terials such as anorthosite and clay by the lime-sinter process. In coopera- 
with the Apex Smelting Co. tests are being carried out on direct electro- 
rmie reduction of clays for production of aluminum-silicon alloys. Experi- 
tal work on the beneficiation of high silica bauxites by selective leaching 
thods has resulted in a better understanding of the problems inherent in this 
ethod of upgrading “submetal grades” bauxites. A Report of Investigations, 
R. I. 4841, “Peneficiation of High Iron Arkansas Bauxite” in process of publi- 
cation, describes a new method of producing a nonmagnetic abrasive grade 
iterial and a high-iron fraction which is amenable to Bayer processing. Pres- 
ent methods of beneficiation of high-iron bauxite rejects a high-iron product that 
is too refractory for further processing. 


Ant mony 


The Defense Minerals Administration has completed negotiations with several 
mony producers and DMPA is continuing negotiations with others to increase 
mestiec supplies of antimony. Domestic mine and smelter production increased 
substantially in 1951, and although consumption likewise was greater than in 1950, 
domestic ore and concentrates were removed from price control in December 1951. 
e Geological Survey published a report on the tungsten-antimony deposits 
Stibnite, Idaho, which are our leading domestic sources of antimony. Anti- 

y deposits in central Alaska were investigated in the field. 
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Asbestos 


DMA exploration loans have been provided several firms for the purpos: 
exploring for commercial absestos deposits, particularly in Vermont, Californi; 
Arizona, and Wisconsin. Research on asbestos synthesis is being conducted } 

Bureau of Mines. 

The Geological Survey made a detailed map of the Ruberoid Corp.'s Lows 
asbestos quarry, Hyde Park, Vt., as a part of its program of geologic study of { 
areas in northern Vermont that contain asbestos and tale deposits. 

Beryllium 

Data on domestic and foreign resources of beryllium were compiled by) 
Geological Survey. 

Geologie mapping continued in areas containing beryl deposits in the southery 
Black Hills, 8. Dak. The Geological Survey also continued the compilation ; 
data from other areas and the preparation of reports on extensive beryl! stu 
of recent years 

Energetic efforts by the Bureau of Mines have continued to direct its emphasis 
toward the expansion of domestic mine output and the concentration of low-grad 
ores by means of ore dressing, metallurgical, and field research with favor 


results 
Chromite 


Domestic reserves of chromite are inadequate to permit extensive expansi 
of the domestic industry ; however, production was being stimulated in the las 
half of 1951 by a chromite purchase depot at Grants Pass, Oreg 

A DMA purchase program which may provide 125,000 tons annually of chemi: 
and metallurgical ore and concentrates, and some refractory chromite has bee) 

orked out, and some contracts are under negotiation. Expansion of the progra 
to 200,000 tons naght be achieved by increasing production from the Montar 
depos ts 

The Geological Survey began new detailed investigations of the Stillwater 
complex in Montana to get basic geologic data needed for effective exploration 
of these chromite deposits at depth. The exploration of shallow deposits dur 
World War II provided a good foundation for the new program, which w 
involve fundamental geology and exploration for critical geologic information 
A report on chromite deposits in El Dorado County, Calif., was published 


Cobalt, nickel 


The refinery of Calera Mining Co. near Salt Lake City, Utah, is expected to 
completed about April 1952. It will produce cobalt metal at an annual rate of 
3,300,000 pounds Che concentrator serving the company Blackbird Mine a 
Cobalt, Idaho, was brought into production in June 1951. A contract was col 
cluded with National Lead Co. to erect a cobalt, nickel, copper separation plat 
at Fredericktown, Mo. The plant is expected to be in operation about mid-195 
and will produce cobalt, nickel, and copper at an annual rate of 1,386,000 
1,852,000; and 1,418,000 pounds, respectively. 

Geochemical prospecting for cobalt by the Geological Survey in eastern Oregon 
and Idaho indicated much future promise for the method. Although the results 
on small deposits in Oregon were mostly negative, the work in cooperation with 
private operators in Idaho was so successful in revealing unsuspected extensions 
of a major vein that the operators adopted the Survey methods (described 
circular 125 issued in October 1951). 


Columbite, tantalite 


The Bureau of Mines started comprehensive studies in a major effort to 
increase the domestic mine output and locate new deposits, 

The Geological Survey is starting a program of investigation of all types of 
deposits that may contain columbium and tantalum in significant quantities. 1 
has already found that the Arkansas bauxite deposits probably contain about 
pound of columbium per ton of bauxite Data are being acquired that may ind 
cate that columbium and tantalum are potential byproducts from other typ 
of mining operations. 


Copper 

Much of the work of the Bureau of Mines and the Geological Survey with re 
gard to copper was directed toward cooperation with the Defense Minerals Ad 
ministration and its successor agencies in reviewing applications for loans, tax 
amortization grants, and purchase contracts, under the Defense Production Act 
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| office activities were also chiefly of a cooperative nature, making examina- 
ns of properties for which DPA assistance was under consideration and rec- 
endations based on the findings. As a result of the foregoing, several large 
pper properties will be brought into production; i. e., the Silver Bell Mine, 
pima County, and the Bisbee East Mine, Cochise County, bovh in Arizona; the 
White Pine property, Antonagon County, Mich.; and the Yerington property, Lyon 
County, Nev. About 160,000 tons of copper is scheduled for production by these 
mines through 1955, and other properties for which aid has been approved will 
tribute small additional tonnages. Many other properties were under con- 
sideration during the period and subsequent contracts will result in further pro- 
ition 
Expanded statistical reporting on copper was continued by the Bureau of 
Mines, a service to defense agencies charged with the responsibility of balancing 
supplies and requirements. A canvass of scrap metal dealers was inaugurated, 
| the results used by NPA to check the effectiveness of regulations regarding 
flow of scrap. The Geological Survey continued its long-term geologic studies 
pper-bearing deposits in the Houghton Peninsula of Michigan, the Silver City 
ea in New Mexico, the Globe Miami district in Arizona, and in California. A 
project was initiated in the Holden-Glacier Peak area in the Washington 
scades, near Lake Chelan. This area holds promise for future discovery of 
pper as well as lead-zinc, and a project here has been in the Geological Survey 
s for some time. With a producing mine at Holden, expansion of produc- 
into adjacent areas should be feasible 


ndum 
further substitution of fused alumina for corundum is under consideration 


Industrial diamonds 
rhe Bureau of Mines continued its research on industrial diamond substitutes 
\ field investigation was made of mining operations in the Belgian Congo to ob- 
erve the development program now in progress and to obtain information on the 
ssibility of additional expansion. 


orspar 

To assist in reducing the severe shortage of acid-grade fluorspar that developed 
n the last half of 1950, the Department of the Interior negotiated a number of 
contracts with private firms for the exploration of fluorspar deposits. A contract 
was also concluded for the construction of a flotation mill in Colorado and a num 
er of other expansion projects were under negotiation with producers in co- 
peration with other Government agencies. 

Geologic mapping and investigation of the fluorspar deposits in the Thomas 
Range district, Juab County, Utah, are being carried on by the Geological 
Survey. A geologic map of the western Kentucky fluorspar district was pub- 
shed and geologic maps of the Northgate fluorspar district, Colorado, were 

eased in open file. 
raphite 

The Geological Survey has completed an investigation of graphite resources 
fthe United States, and is now completing a report on the results of this work. 


fi . 
on Ore 


Preliminary estimates of iron-ore production and shipments during 1951 indi- 
ate that the totals will exceed previous record highs (1942) by at least 12 million 
ng tous. The industry is actively expanding facilities for mining, treating, 
and transporting ore with assistance from the Government in the form of cer- 
tificates of necessity for accelerated tax amortization and partial loans to finance 
exploration of iron-ore deposits. 

rhe most significant developments in terms of immediate production expansion 
have been additional beneficiation plants for treating marginal ores. Bureau of 
Mines facilities have assisted in this field by developing and testing new and 
mproved beneficiation processes, as well as the continuing attention given to 
the improvement of mining methods. Expanded output of beneficiated ore is 
mportant, since it is in effect a relief of demand for the strategic reserves of 
(direct-shipping open-pit ore. 

The Geological Survey continued long-range geological mapping programs in 
Michigan, Minnesota, and Utah. Study of mine-drainage problems was con- 
tinued in Michigan. 
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Kyanite 

The Bureau of Mines has prepared a proposed revision of National Stock; 
Specification P-27 for kyanite (and mullite), embodying impurity allowance 
and refractoriness (p. c. e.) ratings in harmony with recent experiments at its 
Norris, Tenn., laboratory, principally on synthetic materials. Several privat, 
corporations are producing or planning to produce one or the other of three type 
of synthetic mullite. This is expected to liberate the United States fr i 
pedency on imported natural kyanite. Of special interest is the increasing ut; 
lization of siliceous bauxite from the Southeastern States, 

The Geological Survey is making detailed examinations of kyanite and 
manite deposits in the two producing kyanite districts, the Baker Mounta 
Willis Mountain district, Virginia, and the Henry Knob-Kings Mountair 
trict, South Carolina and North Carolina, to determine their potential in 
tance In the kyanite areas near Celo, N. C., extensions of the known deposits 
were found in the course of geological areal mapping. 


Lead-zinc-cadmium 


During the past 6 months many requests for Government assistance und 
the Defense Production Act were received and considered. Eighty-three 
ects were recommended for exploration assistance totaling over $4 millior 

The Bureau of Mines continued its work on the Tri-State Zinc-Lead Catalog 
and the Upper Mississippi Lead-Zine Atlas. These projects provide up-to 
information on ore reserves and mine workings to serve as guides for the m 
industry in selecting exploration and development sites. 

The Leadville drainage tunnel with its several laterals to drain portior 
the Leadville mining district neared completion. Drainage at the rate of 
most 3,000 gallons per minute has lowered the water table nearly to the 
level in several flooded workings. 

Among projects considered by DMA is that of the North Butte Mining 
of Helena, Mont., to recover lead and zine from from copper leach liquors 
ditional laboratory work is being undertaken on this program by the Bur 
field station at Albany, Oreg 

The Boulder City laboratory is continuing research on methods of treating 
oxidized zinc-lead ores which are not amenable to present treatment methods 
‘fforts are centered on caustic leaching followed by electrolytic deposition 

Brown and Root, Inc., Houston, Tex., are planning the mining and m 
of large reserves of zinc ore held by them in the Oronogo-Duenweg are 
southwestern Missouri. Drilling by the Bureau of Mines in 1943-44 helped 
establish these reserves 

The Bureau of Mines and Geological Survey are continuing an investigat 
in the tri-State zinc-lead district to test the value of certain geophysical té 
niques in planning exploratory drilling. 

Substantial production of zine and lead from Pend Oreille County, W 
is now being made on ore bodies that were studied by the Geological Sur 
and drilled by the Bureau of Mines during World War II. 

The Geological Survey continued regular field investigations on the ore deposits 
of such major districts as the Coeur d'Alene district, Idaho; the Silver | 
area, New Mexico; the Pioche district, Nevada; and other districts in Wisconsi1 
Colorado, Arizona, Montana, Utah, and California. Production of zine and 
lead in the Wisconsin district is expected to increase during the next few years 
owing to the entrance of several large companies into the district partly as a 
res'It of demonstration by Survey geologists of the principles controlling the 
location of the ore deposits. The report on the zine deposits of east Tennessee 
is nearing completion. One of the two large companies in the district has ar 
nounced within the last few months that exploration carried out by them in the 
last year and a half has indicated a tonnage of new ore with a zine content 
equivalent to that mined by the company in this district during the last 35-40 
years. The geologic principles guiding this exploration were formulated during 
several years of work in the district by the Geological Survey. 


nr 


Magnesium 

The consumption of magnesium, except for the war years of 1942-45 and the 
year 1950, has not exceeded 12,000 tons per year. A more thorough knowledge 
of the properties of magnesium alloys will increase the uses of this metal and 
lead to its substitution for metals that are more expensive or in more critical 
supply. Magnesium base alloys containing lithium and aluminum have show! 
excellent fabricating characteristics and for a short time after heat treatm 
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sually high strength-to-weight ratio. The Bureau of Mines is making 
ed study of phases present in this ternary system and the transforma- 
hat occur With various heat treatment and aging cycles. <A better under- 
of low-temperature phase transitions may lead to more effective 
ion of this alloy. 
nese 
tiations between the Government and various private concerns were either 
te or in final stages for the most part in regard to beneficiation of low- 
domestic reserves to acceptable metallurgical concentrates. Such con- 
can result in ultimate production of 150,000 gross tons annually. 
Bureau of Mines’ pilot plant research on the recovery of manganese from 
earth slags has progressed to the point of negotiating for the construction 
small commercial-size plant. 
fhe Bureau of Mines drilling project on Aroostook County, Maine, deposits 
has been completed and the results are being analyzed and prepared for 
ation, 
vo DMA exploration projects in the Batesville, Ark., district have shown 
tonnages of submarginal manganese ore, and negotiations are under way 
for large-scale mining and milling operations. 
Mercury 
Mercury supplies and requirements are in relatively satisfactory relationship, 
ng all-out war. Consequently, mercury is not receiving Government assist 
inder the Defense Production Act, except for exploration loans. Such loans 
recommended for the New Almaden mine, Santa Clara County ; the Altoona 
rrinity County, both in California; and for two properties in Brewster 
inty, Tex. Other properties are being consicered for exploration assistance. 
rhe Geological Survey continued geologic investigation in the Steamboat 
rings district in Nevada which should yield valuable information to aid explora- 
nfor both mercury and antimony in other areas, 


The hot pressed mica research being conducted at the Norris Station, Norris, 

in cooperation with the Office of Naval Research has progressed to the 

t that the ONR has awarded the Brush Beryllium Corp. a contract to produce 
ntity of the material for industrial circulation and experimentation. 

[wo domestic corporations are planning to produce mica insulating paper 
board from mica scrap instead of from Indian splittings. The Bureau of 
s is investigating the potential sources of supply of scrap mica to fit the 
fications desired by these firms. 
he Geological Survey continued mapping areas containing mica deposits in 

Dakota and North Carolina. 


blenum 
tracts for stimulating the domestic production of molybdenum were signed. 
ijor inerease in production at Climax, Colo., has resulted from working extra 
s at mine and mill. This has been accompanied by development and plant 
insion that will lead to a larger supply. 
Proposals for working the low-grade fringe area of the Climax deposit and for 
pening the Urad mine are under consideration. The expansion of copper 
juction has led to an increased production of byproduct molybdenum. 
lhe Geological Survey investigated the possibility of increasing molybdenum 
production from the porphyry copper deposits in the Southwest. These deposits 
esent important long-range possibilities for substantial increases in the molyb- 
lenum supply. A field method for the determination of molybdenum in plants 
‘the use in prospecting for concealed deposits was described in circular 124. 
Vickel 
Three applications were reviewed for DMA. Recent nickel discoveries in 
ern Minnesota were examined by the Geological Survey to evaluate possible 
oration with DMEA assistance. 
Platinum 
Several applications for Government loans for exploration or exploitation of 
mestic gold placer properties, reported privately to be capable of furnishing 
usiderable byproduct platinum, were denied because of lack of evidence that 
e deposits contain significant amounts of platinum. 
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Quartz crystal 


Western Utah produced a small quantity of radio-grade quartz but knowy 


reserves are negligible 
Rare-earth minerals 


The bulk of the domestic production of monazite is coming from the Big Cre 
area near Cascade, Idaho. These deposits were uncovered as part of the vigor 
exploration program, along the west flank of the Idaho batholith, conducted 
the Bureau of Mines and Atomic Energy Commission. 

In the future bastnasite undoubtedly will contribute significantly to the or 
of our rare-earth processing industry. The California deposits are still 
examination and development and small production is coming from the Linc 
County, N. Mex., deposits. Metallurgical research continues. 

Monazite deposits in the southeastern States are currently being explored by 


he Atomic Energy Commission, the Geological Survey and the Bureau of Mir 
Deposits of possible future importance are 


AEC in the Wet Mountains, Colo., and Lemhi lass, Idaho, areas. 


Necondary metals 


Iifforts are being made by the Bureau of Mines to expand the sources of supp 
represented by scrap metals At College Park, Md., research is in progress 
the recovery and refining of nonferrous metals from scrap. Recently cot plete 
experiments dealt with removal of iron and silicon from aluminum alloys, sepa 
tion of lead from lead alloys by filtration, removal of volatile metals from 
and tin by distillation, and centrifugal separation of metals from partial solut 
of alloys. 

Work of electrolytic purification of aluminum is to be resumed when¢ 
possible 

In August, during the extreme searcity of scrap metal in the open market, w 
efforts were being made to determine the location of all scrap supplies, the Burs 
initiated a monthly survey of copper and lead scrap-metal dealer operations f 
the benefit of the National Production Authority This survey provides informa 


tion on flow of scrap and serves also for compliance purposes. The NPA also 


made use of data provided by other Bureau of Mines scrap-metal surveys 
Selenium 

The Bureau of Mines program to investigate means of increasing seleni 
recovery and to determine possible new sources of the metal is continuing. 
producing countries have indicated a possibility of increasing their recov 
Which will increase domestic production materially. 
Tale 

The DMEA has made a contract for exploration for block tale near Murpl 
N. C 

The results of diamond drilling of tale deposits in Vermont by the Geologi: 
Survey were released in open file. This drilling indicated tale reserves 
several million tons suitable for ground steatite. 


Tin 

A Government purchase contract is enabling the United States Tin Corp 
construct a small concentrator at the Lost River tin mine, in Alaska, and prepare 
the mine for operation. Under the point 4 program tin recovery from low-gracd 
and complex Bolivian tin ores was investigated. Research was centered 0 
process involving the volatilization of tin sulfides, and on fundamentals relat 
ing to the treatment of tin slimes. Tests made by the Bureau of Mines on Nort! 
Carolina spodumene have encouraged private companies to initiate commercial 
projects for the recovery of tin from this source. 

The Geological Survey continued investigations in the Lost River tin and 
tungsten areas on the Seward Peninsula of Alaska, which is the most promising 
area for tin production in the continental territory of this country. 


Titanium 


Titanium metal may be considered not only as a substitute for certain othe! 


strategic metals in short supply but also as a new metal possessing an unusu 
combination of properties. Titanium metal was produced commercially at the 
end of 1951 at a rate of 4 tons per day using a process developed by the Bur 
of Mines. 





heing investigated by the Survey and 
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search was continued by the Bureau of Mines on design and operation of a 
uous reactor. The present process, as originally developed, is a batch 
ss and therefore is inherently expensive to operate. Development of a 
nuous process is expected to lead to a substantial decrease in the price of 
im, thereby extending its uses. At its present price the use of titanium is 
imited to such items as jet engine parts, aircraft structures and ordnance com- 
ponents in which the combination of lightness, strength and corrosion resistance 
e sufficiently important to justify the high cost. 
» Geological Survey is compiling available data on the world resources of 
um. A summary of the Survey’s work in the Laramie Range, Wyo., has 
n released in open file. Ore reserves in this district are estimated at 3,600,000 
ns, carrying between 16 and 23 percent TiO, and over 5 million tons of lower 
rade 
Welding techniques were developed and utilized by the Bureau of Mines in 
roduction of titanium mortar base plates for testing by Army Ordnance. Other 
research programs include electrodeposition, galvanic, and chemical corrosion, 
ting, fabrication, and determination of phase system for various titanium 
alloys. 

Methods of chemical analyses and hardness testing were established by metal 
red to the General Services Administration under the titanium expansion 
ram. 

Laboratory investigations indicated that flotation concentrates containing 

91 to more than 91 percent titania could be produced from ores occuring near 
{fot Springs Couny, Ark. This work is described in a report of investigations, 
Mineral Dressing Investigation of Titanium Are from the Christy Property, 

Hot Springs County, Ark.,” in process of publication. The titania occures chiefly 

as brookite that is chemically identical with rutile. Previous work by the Bu- 

reau of Mines has shown that titanium chloride, source material for titanium 
etal, can be produced readily from the brookite by reduction with coke followed 
by low temperature chlorination. 


I 


Tungsten 

\ program covering the purchase of domestic tungsten concentrates over a 5- 
year period at $63 per short ton unit was announced by Defense Minerals Ad- 

nistration and General Services Administration. Expansion programs were 
nderway at the plants of several domestic producers and processors of tungsten 
Facilities for processing additional ore and low-grade concentrates were installed 
at the Bishop, Calif., plant of United States Vanadium Corp., and this plant is 
now treating large quantities of both ore and concentrates from mines and mills 
of other firms. 

Che staffs of the Bureau of Mines and the Geological Survey cooperated 

MA and DMPA in connection with my projects and programs. 

\ Geological Survey geologist visited all producing properties and most ex 
oration projects in the western States to obtain current information on 

gsten activities and to survey needs for future geologic work by the Govern- 

nt. The Geological Survey also released reports on the tungsten deposits of 
the Terre Piute district, Nevada, and on a field test for tungsten in soils for 
ise in prospecting for concealed deposits. Investigations of the tin-tungsten 
leposits in the Fairbanks and Seward areas of Alaska by the Geological Survey 
are in progress. 


APPENDIx A—-EXPANSION PROGRAMS FOR CERTAIN STRATEGIC AND CRITIOAL 
MATERIALS ON THE STOCKPILE LIst 


Section 303 of the Defense Production Act of 1950 provides for Government 
purchase of, or commitments to purchase, metals, minerals, and certain other 
row materials for Government use or resale. Under this authority raw ma- 

ils can be procured, without regard to limitations of other laws and upon 
such terms as the President deems necessary. ‘This section also authorized 
the use of funds for the encouragement of exploration, development, and mining 
of strategie and critical metals and minerals. 

The Defense Production Act of 1950 allotted $600 million as the maximum 
possible liability to be incurred under section 302 and 308 of the act. This was 
increased on June 2, 1951, in the Third Supplemental Appropriation Act of 
1951 by $1 billion. Joint Resolution No. 277, dated June 30, 1951, further 
increased the authority by $400 million, making a total authority for maximum 
possible liability of $2 billion. 


s98S88—54—pt. 4 66 





1034 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


The Defense Production Act as amended by Public Law 96 (82d Con 
sess.) approved July 31, 1951, provided for a total of $2,100 million of borrow); 
authority with the provision that contingent liability shall be considered as 
obligation only to the extent of the probable ultimate net cost. to the Uy 
States. Accordingly, all projects certified under the act-are on the new fi; 
basis, 

The following was the status of strategic and critical materials pri 
authorized under section 303, as of December 14, 1951: 


Aluminum expansior , $45,342 | June 7. 5 Contracts made 
Domestic expansio t um; gl ti ( June 28, 195 with Alcoa, K 
expanding companies pure y either Oct. 25, 195 Reynolds 
industry or Government. Oct. 26 
Aluminum sheet 5, Feb, 20,1951 | Program in 
lemporary , nt whereby t v Apr 5, 195 DMPA 
accepted it 1 of pig for the stockpil I 
order to maintain labor in fabricating 
plants which would have had to shut 
down for lack of raw materials. Sheet will 
eventually be replaced by pig 
Cobalt nickel and copper ‘ ‘ 5, 625 | . 3, 195 Letter of intent 
Procurement contract: National Lead Co GSA Contract t 
CobaJt-Nickel Reduction Co., Frederick pared by DMPA 
town, Mo 
Castor beans 9, 31, 195 In operation by Depart 
Underwriting of possible losses to Commod of Agriculture 
ity C: edit Corporatio” arising out of resale 
of castor oil to be produced from domestic 
castor beans 
mit tantalite 5 , 195 Program 
ve for domestic proc DMPA, 


nt contra 
ican Smel tefining Co., 3, 67 22,195 Contract being prepar 
r Bell Mi n t Ariz DMPA, 
Dodge Corp “as Ort 28, 195 Do 
dy, Bisbee, Ariz 
\ ial Lead Co., Santander Mine, ‘ 20, 195 Under negotai 
Peru DMPA, 
Copper Cities Mining Co., Gila County, : 1 27, Contract being prepa 
Ariz DMPA 
San Manuel Copper Corp., Pinal Coun- 5, 525 25,1951 | Under ne 
ty, Nev. DMPA, 
Anaconda Copper Mining Co., Lyor ( Contract being 
JYounty. Nev DMPA. 
ce « isting production at 30, ; Program being imp 


st domestic high cost mines by DMPA. 


gotiat 


Fluorspar 
Procurement contracts | 
Ozark Mahoning Co., Jackson County, 31, 195 Under negotiatior 
Colo DMPA, 
Fallon Fluorspar Mines, Inc., Mineral 13 : Do. 
County, Nev 
Purchase and resale , 139 , 195 Program in operat 
DMPA 
Graphite 20 tc §& Under investigat 
DMPA 


yn 


Benjamin Franklin Mine reactivation , 19% 
Iron and steel scray ; 95 Underway in DMPA 
Revolving fund for purchase and resale 2, 195 
foreign scrap 
Lea i - ° : 5, 195 Program underwa 
Purchase and resak DMPA 
Procur ment contract: National Lead Co., 5 20,1951 | Under negotiat 
Santander Mine, Peru DMPA 
Magnesium J 1951 | Program underwa 
Revolvir g fund to purchase magnesium from 1951 DMPA, 
Government-owned reactivated plants and 20, 1951 
sell it at ceiling price to industry to meet d 7, 195 
defense orders 
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contracts 
tional Mining Ci 
g, N. Mex. area 


Philipsburg, Mont 
nganese. Inc 


f dome 
ploration 

exploration, development and 

»f strategic and critical metals and 

The vernment matches in 

r proportion funds supplied by ap- 

int who will repay such amounts in the 

project is successful 


tic production 


Go 


en ent contracts: 
ix Molybdenum Corp 
in Manuel Copper Corp 


x fund for purchase and resale 
yn and engineering, Nicaro, Cuba 


g fund to purchase natural rubber 
i resell to private industry or the stock- 


tungsten anltcietaenibibea Schednenahowt 
irement contract with United States | 

Corp. to develop a deposit of tin in 
4 ka 


to guarantee domestic floor-price of 
$63 a short-ton unit for the next 5 years. 
volving fund to purchase on foreign mar- 
ket and resell to industry or the stockpile 


curement contracts: 
Appalachian Mining Co 
negar Hill Zine Co Sai 
American Zine Co., Jefferson County, 
enn | 
Eastern Smelting and 
Moundsville, W. Va. 
American Zinc, Lead & Smelting Co., 
Neck City, Mo 
National Lead Co., 
Peru 
Volean Mining Co., Lima, Peru_.._.- 
International Minerals & Metals Corp 
(Mexican ore to be smelted in United 
States 
American Smelting & 
Stevens County, Wash 
MacArthur Mining Co., Baxter Springs, 
Kans 
Purchase and resale 


Refining Co., 


Santander Mine, 


Refining Co., | 


AND 


46, 


5. 000 


10, 000 


9, 883 


679 


578 


2, 500 
200, 000 


| June 


CRITICAL 


June 2 
Oct. 


July 11,1951 


Oct. 
Dec 


Mar 
Mar. 


Mar. ; 
Apr. 2 
May 
Mar. 


| July 


Apr. 9,1951 
20, 1951 
eS 


do 


Oct. 26,1951 


Aug. 20, 1951 


| Aug. 31,1951 


do 


Sept. 20, 1951 
Nov 


27, 1951 


Aug. 16, 1951 
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pared t 

nder co 
Under inv 
DMPA 
Underway in Depart 
Interio 


DMPA, 
on by 


Under contract by 

Under negotiat 
DMPA, 

Program 


DMPA. 


under way in 


Do. 
Do, 


Under contract by DMPA 


Program under way in 
DMPA, 


Do. 


Under contract by DMPA. 
Do 
Contract being prepared by 
DMPA 
Under negotiationby 
DMPA 


Do. 


Action suspended 
of comp ‘ 

Contract signed by DMPA, 
Letter of intent sued by 
DMPA. 


at request 


Under negotiation 
DMPA 
Contract bei 
DMPA 
Program 
DMPA 


by 
prepared by 


gt 


underw in 


Ay 
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Office of international trade export quotas for stockpil 


1951 


Material 


Bauxite a 
Bauxits 
Aluminut 


t for « 


exported | Restrictive, 
fabrication 


1,000,000 1 
wire inse reen cloth, weld 80,000 pour 


d electrode 
terials for construction 
pipe ’ ( und 
te for teviontios cee i 10,000 pounds, 


, kitchen ind hospi 


105,000 pounds, 


rude fort 
crude forn 


except ¢ 


wire ! sluminum cable, 
ACSR 
yr aluminum bronze powders and 
iminum content 
Antimony ind concentrates Open end.? 
: tal and alloys Do? 
s and spinning fibers of des being | I 
procured for the national stockpile 
Crude asbestos and spinn fiber 
being procured for 
Asbestos nonspinning fi 
Asbestos waste and refust 
Bismuth ores and concent: \ limes, |) 
residues, and base bullion { 
Bismuth alloys, metal 
Hog bristles 276 ict ‘ ter 
Chinese origin (including M 
Non-Chinese origin 
Hog bristle \ 
Engined s 
Other t 


Asbestos Crude asbest testrictive 


Do 


Open end 


Do 


000 pounds 
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mate rials, hth quarter 


pounds 
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of international trade export quotas for stockpile materials, 4th quarter, 
1951—Continued 


Export forms 


containing pigi 
yhalt-chromium 
metal alloy 
cobalt alloy 
ilt included 


Copper matte, unref 
ter copper or anode copper content 
Copper ores and concentrate 
Copp rap (No, 1 serap onl 
Copper manufactures, n ‘MP 
uct 
Copperweld and copper electrod 
Copper of foreign origin exported u ‘r toll agre 
ment 
Foreign-owned copper entering the United States 
for processing purpose mly and reexport in 
copper product form 
Copper exported for conversion ir pecial wire 
products where United States facilities are i 
adequate and where the resultant product will 
be returned to the United State 
Copper alloys, except brass and bronze, nickel and Restrictive 
gold 
Refined copper in cathodes, billets, ingots, wire | 12,000 short tons 
bars or other forms. 
Copper scrap (except No. 1 serap \ 
Brass and bronze scrap (except brass mill scrap j 
CMP: Brass mill products 5,875,000 pound 
Copper pipes and tube 
Copper plates, sheet, and strips 
Copper rods and bars 
Copper wire and cable, bare (except electrodes 
Copper manufactures, n. e. s. (copper con 
tent Armored cable, sisal draft (copper 
chief value); rolls; phosphor copper (if in 
form of plates, sheet, flat and coiled strip); 
rods, bars, wire; pipes and tubes; sisalkraft, 
copper-armored 
Brass and bronze bars, rods and shapes (ex 
truded, rolled and drawn 
Brass and bronze plates, sheets, and strip. 
Brass and bronze pipes and tubes (pipe coils 
included 
Bare wire, phosphor bronze and bare wire, 
brass and bronze 
Beryllium metals, alloys and scrap in the fol- 
lowing forms (copper content 
Beryllium copper rods, bars, shapes, wire; 
Beryllium copper strips, sheets, plates 
Metal and metal composition manufacture 
n. e. s., in the following forms (copper con 
tent 
Beryllium alloy tubes; cupro-nickel strips; | 
Cupro-nickel wire; copper nickel wire; 
nickel silver wire 
Nickel silver, or german silver in the follow 
forms (copper content Bars, rods, sheet 
Wire mill products 3,800,000 pounds 
Wire, insulated, brass and bronze 
Dumet wire—copper clad steel wire (copper 
content) 
Thermocouple wire (copper content) 
Wire, cuprous, copper and nickel, resistance 
(copper content 
Building wire and cable 
Weatherproof and slow burning wire 
Insulated copper wire, n. e. s 
Foundry products 150,000 pounds. 
Brass and bronze castings and forgings 
Beryllium alloy castings (copper content 


3,000 short tons 


tes at end of table. 
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Office of international trade export quotas for stockpile materials, 4th quarter 
1951—Continued 


Export forms 


Powder 

, inufactures, n. e. 
Powder. 

ind bronze manufactu 


Powder Dutch metal; gilding; gold 
bronze; metallic 
Other 


Beryllium powder 
Phosphor copper powder (copper content 
Manila or abaca Open end. 


Manila twine, cord, and cordage (including Ma Do 
nila baler twine 
Sisal or henequen 


henequen, or other hard-fiber cordage an 


Sisal, 
twine 


ther har 


waterfowl feath 
ifactures of 


and used feath 


itural graphite 90 to 98 percent Restrictive. 


on or equivalent (Ceylon type 
e grade flake graphite Do 
Do 


ite crucibles, retorts, and stoppers I 


ial graphite electrodes for furnace or electro- 
work 
ial gr ite electrodes for other than furnace | }4,750,000 pounds 
tr 


ks, bricks, ¢ 
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MATERIALS 


fice of international trade export quotas for stockpile materials, 4th quarter, 


1951 


Molyt 
cium mo 
Molybdenum wire 
Molybdenum filaments 
Ferromolybdenum 
Molybdenum ores and 
Calcium molybdate 
Molybdenum oxide 
oxide briquettes 
Ammonium moly 
Molybdenum salts and 
Nickel alloys and scrap containing 
nickel silver 
Nickel contained 
plates, and other 
ickel ingots, pigs 
powder, rolled an 
trolytic nickel 
Nickel manufactures, 
lyst 


lenum metal, 


hdat 
xlate 


oncentra 
briquette 
. onnie? 


\ 
\ 


ckel catalyst 
ilyst 


nt nickel cat 
tenga 
kel chrome elec 


Nickel concen 
Nickel compounds 
Me 1 metal or 1 
the | Kingdor 

ie metal purchased in Canada 


nited 


Cy 


( re earths, 
Cerium compou 
I um car 
I num 

I uv num 
Rare 

( 


rtn ¢ 


ympour 


ea . 
erium metal except misch met 
Misch metal except in fabricated 


abrasives. 


at end of table. 


alloys and scray 


Continued 


(except cal 


| 10,000 pounds, m 


Do 
Do. 


Do. 


enum 


content 


lybdenum 


589,000 p unds, 
nt 


Open et 
pen ¢ 


10 short t¢ 
Restrict 

10 short tor 
Re 

Open end 
485 short tons 
Open end, 


\ 


Do 
}D 


Do. 
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Office of international trade export quotas for stockpile materials, 4th q 


1951—Continued 


Carpet wools; clothing wool; con bir 
W ool rags, wove 


Wool yar 


g wool 
sid Krilt 


W ool noils and waste, mill waste 
Journal box packing 
Other 

Wool tops 

Second-hand and used clothing 


wool chief value 
Wool cloth i dress 


goods; blankets, other wool 
fabrk wool ts; wool wearing apparel, wool 
or mot 


sll items 
Zine prod 


i 704,000 pound 

Zine slabs, pigs, blocks, 12,000,000 pour 

Zinc slabs, pigs, blocks, et« pment to United | 10,000,000 pound 
Kingdom under toll agreen 


tablished quotas for brass mill, wire mill, and foundry 


o any specif ( egory 
Operating Committee 
further notice 
: l rther notice 
May 15, 19. ntil further notice. 
hed Nov. 8, 1951 until further notice. 
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iry status of stockpiling funds and authorizations, as of Dec. $1, 1951 


*ursuant to Publi 


Item 


117, 76th Cong., . 
000, Of 


76th Cong., Aug 
10, 000, 000 
76th Cong., Mar 
( 12, 500, 000 
Law , 76th Cong., June 
47. 500. 000 


520, 79th Cong., 
3$5, 026, 764,870 3$4, 871, 764, 870 


Law 663, 79th Cong., Aug 
, 100, 000, 000 ] 000, 000 
aw 271, 80th Cong., July 
100, 000, 000 100, 000, 000 #(75, 000, 006 
80th Cong., June 
3800, 000, 000 300, 000. 000 10, 000, O00 
8ist Cong., June 
40, 000, 000 0, 000, 000 6(270. 000, OO 


8ist Cong., June f 7(120, 000, 000 


000, 000 { 000, 000 83 
, } ), 000, 000 


9, 81st Cong., Sept 
730, 000, 000 000, 000 125, 000, 000 


576, 637, 370 
, 834, 911, 000 


790 


100, OOO 


, De 


4,546 received from rot 
79th Cong., remain availabk 


© $8,845,792 received from sale 
1 to the Treasury in February 
transferred for rehabilitat 


€ 4 no 


s contract authorization 
} yntract authorization were inc] 
ind the $605 million appropriated by 
this contract authorization were inclu 
and the $790,216,500 appropriated by 
this contract authorization were included 


is amount of Public Law 150 contract 
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Expenditures of stockpiling funds, by type of cost, through Dec. 31, } 


’rocurement Se 


luplication in rep 
per category when act 


tation sales exceed cost of replace! t purchases to date 


Total obligations and erpenditures of stockpiling funds, as of Dec. 31, 1 


Under Public Law 520, Under Put 
79th Cong 76th Co 
Period 


Obligations Exnenditur Obligations 
pen ditures 


incurred incurred 


Net total “ $ 10, 5 7 $1, 828, 410 $70, 000, 000 


Prior to fiscal year 1947 
Fiscal year 1947, total. 


July to December 
January to June 194 


Fiscal year 1948, total 


July to December 1947 
January to June 1948 


Fiscal year 1949, total 


July to December 1! ‘ 402, 219, 
January to June 53, 989, 2 


Fiscal year 1950, total 680, 427, 


July to December 1949 9, 238 


January to June 1950 401, 189, 


Fiscal year 1951, total... 075, 317, 099 


Jecem ber 1950 429, 968, S2¢ 
to June 1951 , 645, 348, 


588, 288, 374 


December 1951... 588, 288, 374 





Adjusted to exclude $134,664,546 received from rotation sales 
2 Includes expenditures for materials which were later sold for wartime consumption. Rect 
these sales, totaling $8,845,792, were returned to the Treasury in February 1948. 
3 Adjusted for receipts of $149,066 from rotation sales which were transferred to Public Law 520a 
in September 1948. 
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OBLIGATIONS AND EXPENDITURES OF 
PUBLIC LAW 520 FUNDS 


MILLION $ BY FISCAL YEAR 
1600 —————————————— 





OBLIGATIONS 


md EXPENDITURES 











1ST 2NO IST 2ND IST 2ND iST 2NO iST 2ND IST 
HALF HALF HALF HALF HALF HALF HALF HALF HALF HALF HALF 


—1947— —1948- —1949-— —1950— —i95i— 1952 
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ExuHiIsiT No. 29 


STATEMENT BY G. J. TICOULAT, DEPUTY ADMINISTRATOR, DEFENSE 
PRODUCTION ADMINISTRATION, BEFORE THE SENATE BANKING 
AND CURRENCY COMMITTEE 


Mr. Chairman and members of the committee, I welcome and appreciate the 
opportunity of appearing before you. As Mr. Fleischmann has said, it has been 
my responsibility to direct the United States representation in the International 
Materials Conference. 

Among my duties is the selection, in consultation with the Secretary of State, 
of the United States representatives on the commodity committees of the IMC. 

The United States commodity representatives are chosen on qualifications of 
negotiating skill and technical knowledge. When feasible they are selected 
from the corresponding commodity divisions of the National Production Author- 
ity (NPA), the point of domestic allocation administration. If not from the 
NPA, the United States representative is at least supported by an NPA official 
either as alternate or adviser. 

By this close association with NPA the United States position in the IMC is 
kept consistent with the current United States supply position. As the NPA 
materials divisions are in regular touch with the United States industries con 
cerned with particular commodities, there is a complete awareness on the part 
of the United States representatives of pertinent industrial problems concerning 
the commodities. Another point of contact with United States industry is 
through the NPA industry advisory committees where, to a large extent, the prime 
users and prime producers are informed as to IMC operations. 

Labor is informed generally of IMC operations through DPA’s Deputy Admin- 
istrator for Labor and through the representatives of labor in other agencies 
concerned with IMC, 

It is also my duty to provide an advisory committee composed of officials 
of the interested United States agencies for each United States commodity 
representative. It is in these interagency advisory committees that the United 
States position to be taken in IMC committees on particular commodities is 
developed and generally determined. In case of interagency disagreement, the 
difference is resolved at the high-level Defense Materials Policy Committee. 
Agreed recommendations of the commodity committees, requiring further action 
by governments are sent to the Defense Production Administrator or the Director 
of Defense Mobilization, as appropriate. 

An additional link in the chain of direction for the United States representa- 
tion is the regular weekly meetings of the United States commodity representa- 
tives with me, attended by representatives of the Departments of State and Com 
merce and the Defense Materials Procurement Agency, and representatives of 
other agencies as the meeting might require. It is here that consistency is 
established to guide the representatives in their IMC work 

It is here also that a comprehensive evaluation is made of the progress in each 
of the committees and the resulting effect on the United States position in regard 
to the individual and collective IMC commodities. 

From the above outline, it may readily be seen that any position taken by 
the United States representative in an IMC commodity committee represents 
a well considered judgment generally agreed to by the United States agencies 
concerned. 

I have with me three prepared statements. One dealing with the functions of 
the central group and of IMC committees ; one dealing with expansion programs 
on defense and critical materials and one dealing with the operations and func- 
tions of the Defense Materials Operating Committee and Defense Materials 
Policy Committee. I also have statements on materials under allocation by IMC 
showing world supply for the years 1949, 1950, and 1951, prior to IMC allocations, 
together with United States consumption and the percentage of United States 
consumption to world supply. These statements also show the world supply 
and percent of United States allocation to world supply since the start of IMC 
allocations. All of these figures are on a quarterly basis per short ton of 2,000 
pounds. 


OPERATIONS OF COMMODITY CoMMITTEE, IMC 


3y the terms of the original invitations, the commodity committees were “to 
consider and recommend to governments the specific action that should be taken, 
in the case of each commodity, in order to expand production, increase availa- 
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bilities, conserve Supplies, and assure more effective distribution and utilization , f 
supplies among consuming countries.” The committees are thus limited to rec; m- 
mendations to sovernments ; no commitment is assumed by a government unless 
that government formally accepts the proffered recommendation. 

Following the preliminary phase of organizing, the committees devoted them 
Selves to factual reviews of world supply and demand in their particular com 
modities. In the case of several of the metals concerned, no such comprehensive 
set of statistics had previously been compiled. Thus, for the first time in these 
instances, statistics were supplied directly by the countries concerned on a total 
free-world basis. 

The next task of the committees was, on basis of the assembled Statistics, to 
recommend to governments what action, if any, appeared necessary to improve 
the situation 

Determination of a positive recommendation for some form of allotment de 
pends upon the nature and extent of the discrepancy between the requirements 
and the availabilities of the free world. If this indicates the need for Positive 
allotment, the genera] practice in committee is to establish the historical] pattern 
of consumption and then to adjust this consumption factor to encompass the 
additional requirements for military defense. In this adjustment, military 
requirements hold a preferred position. 

The free-world deficit in seven commodities was found to be so serious that 
international allocations were recommended to the participating governments 
beginning in the third or fourth quarter of 1951. In every case the allocation 
recommendations were accepted in whole or in substantial part by all the par. 
ticipating governments and thus became the pledged action of the free world. The 
seven commodities were: Sulphur, tungsten, molybdenum, copper, zine, nickel, 
and cobalt. The first quarter of 1952 finds the same seven commodities again 
under allocation. 

The Pulp and Paper Committee decided that newsprint shortage was not suffi- 
ciently serious to call for international allocation other than small emergency 
allotments made possible by the availability of a portion of the supplies originally 
under contract but not called for by the United States and Canadian publishers 
Actually, increased production accounted for most of the allotments. Of the 
remaining committees, the Wool Committee failed to agree on the scope of the 
Shortage or on steps to alleviate it; the Cotton and Cotton Linters Committee 
concluded that the situation did not require any unusual action. Both com 
mittees are presently inactive but are in position to assemble quickly should 
circumstances warrant. Metals under review by the other committeos which 
were not considered of such serious shortage to warrant special treatment were 
lead and manganese. These two commodities remain under constant review 


OPERATIONS OF CEN rRAL GROUP IMC 


The function of the central group is to determine the need of new commodity 
committees and, when needed, to organize them ; to supervise the Secretariat and 
in general to service the commodity committees, being careful in so doing to 
observe the autonomy of the committees. It was felt that the principle of 
autonomy within commodity committees would better permit objective and 
technical analysis of the commodity in question without extraneous pressures 
and thus provide the basis for clear-cut recommendations. Such a relationship, 
moreover, precludes any charge of dictation to the many by a selected few 


EXPANSION OF SUPPLIES oF MATERIALS 


The various nations of the free world participating in the International Ma 
terials Conference are undertaking projects to expand the supplies of all of the 
materials currently under allocation so that international allocations can be dis- 
pensed with as quickly as possible. The United States has done much in the 
field of expansion of supplies through the various incentives made available by 
various recent acts of Congress since the Korean war. The United States has 
available to it the following tools to aid expansion: Accelerated tax amortiza- 
tion, direct loans, fuaranteed loans, procurement contracts, guaranteed floor 
prices, exemptions from the Excess Profits Tax Act for specific materials, and 
advances of funds to be repaid from production. The Defense Materials Pro- 
curement Agency (DMPA), headed by Mr. Larson, is responsible for all govern 
mental activities in connection with the expansion of supplies of most strategic 
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ritical materials. Expansion programs have been established for every 
nd mineral under IMC allocation including copper, lead, zinc, manganese, 
cobalt, tungsten, molybdenum, and sulfur. The Secretary of Agriculture 
ponsible for the expansion of supplies of cotton and wool, as well as cer- 
ther specifically mentioned food items. 
Defense Materials Procurement Agency (or its predecessor, Defense Min- 
iis Administration, DMA) has forwarded to the Defense Production Adminis- 
definite expansion programs covering every one of the metals and min- 
inder IMC allocation. These expansion programs have been approved 
Defense Production Administration and the necessary funds for execution 
fic projects have been certified to the DMPA by the DPA. As of Decem- 
1951, slightly over $1 billion of the $2.1 billion authorized for expansion 
the Defense Production Act had been certified to the delegate agencies, 
iding Defense Materials Procurement Agency, Reconstruction Finance Corpo- 
Export-Import Bank, Department of Agriculture, and the Department of 
Interior. In addition, the Emergency Procurement Service of the General 
es Administration has made numerous contracts calling for the expansion 
itegie and critical materials under authority of the Stockpile Act, while 
Secretary of Agriculture is expanding supplies of agricultural! commodities 
igh the normal price-support authorizations. 
‘he activities of the United States in expanding supplies of strategic and 
al materials have not been limited to continental United States, and we 
e made, where necessary, contracts calling for the expansion of production 
reign countries Whereby the United States will receive all or a significant 
n of such expanded output. It is too early for the effects of the authorized 
insions to be noticeable, since many months are normally required to 
» mineral properties for proper exploitation. However, the operation of 
expansion programs is expected to add to United States supplies in future 
rs and will result in either increased IMC allocations to the United States, 
uickly as possible, in complete elimination of the need for either interna- 
itllocation or domestic controls on use. Foreign countries, within the lim- 
their resources, are also expanding the supplies of materials. Such efforts 
being made by Canada, Belgium, the United Kingdom, France, and many 
er IMC participants. 


FUNCTIONS OF DMPC AND DMO( 


Vithin the Office of International Activities and Defense Materials of the 

nse Production Administration, Mr. Fleischmann established, effective as of 
ber 23, 1951, two defense materials committees, a policy committee and an 
ting committee. 
Defense Materials Policy Committee meets on call (usually twice a month) 
ew international activities and defense materials problems and policies 
dvises the Administrator on appropriate action. The types of problems 
ilicies reviewed are as follows: 

\(lvises on positions to be taken by the United States representatives in the 
itional Materials Conference, upon request of the Committee Chairman: 
omprehensive objectives, policies, and programs required for the procure- 
f materials needed for the defense effort, at home or abroad: 

Plans and methods to control or limit price increases for needed materials, 
ng multi-Nation action; 

’lans, programs, and problems referred for review by the Office of Defense 
ation, the Administrator, and the Defense Materials Operating Com- 

and 

Makes recommendations to the Administrator on such problems and policies. 
Policy Committee provides a forum where important problems in the inter- 

nal and defense-materials areas are resolved. Decisions made, as a result 

s committee’s recommendations, can be expeditiously implemented by the 
s mobilization agencies inasmuch as the administrators or top-level repre- 
ves of the following member agencies attend these meetings : Department 

State, Department of Defense (Munitions Board), Department of Agriculture, 
tment of the Interior, Department of Commerce (National Production Au- 
vy), Defense Materials Procurement Agency, Office of the Director for 

il Security, and Economic Stabilization Agency. In addition, top-level 

sentatives attend as observers from the following agencies: Office of Defense 
zation, National Security Resources Board, and the Bureau of the Budget. 
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The Defense Materials Operating Committee meets weekly and acts as a yp 
of coordination in Government operations affecting strategic and Critica] 
rials and advises the Administrator on appropriate action through the chai 
of the committee. The Operating Committee reviews problems and policies 
the following types: 

1. Supply-requirements data for strategic and critical materials inclu 
the national stockpile program, determining their rate of acquisition and 
division of limited supplies of materials; 

2. Recommends control and conservation measures intended to iner¢ 
available supply of vital materials for essential programs and limit thei: 
unessential programs; and 

3. Advises on procurement programs intended to expand supplies of s 
materials. 

In the main, the Operating Committee is composed of representatives of 
same agencies as the Policy Committee. 


COBALT 


Cobalt is of prime importance in the defense-mobilization program and ra 
high in the list of strategic and critical materials. While its principal uses 
in alloy steels, it has vital nonferrous applications and special military uss 
Cobalt is used in jet-engine alloys, as a binder in making tungsten Carbide { 
tools and armor-piercing shot cores, radar magnets, etc., through a long list of 
military items, 


United States consumption prior to IMC allocations 


I hort tor 


Total free United State 
world supply | consumption 


lable, 


Distribution plans as recommended in the IMC and subsequently agreed ti 
all member governments have been in effect beginning with the fourth quarter 
1951. Results to date follow: 


Total free United States t 
world supply share 


1, 280 . 
1, 501.3 


Important efforts are being made to increase world production. For exan 
large investments are being made in the Belgian Congo (now providing two-th 
of the world supply) in mining operations and the improvement of transport 
tion and facilities. Expansion of output is underway in northern Rhodes 
and production is rising in French Morocco. In the United States a refiner) 
the Calera Mining Co. is expected to be completed near Salt Lake City in A) 
or May which will produce cobalt metal at an annual rate of 3,300,000 pou! 


COPPER 


Copper is a widely used metal both in the defense mobilization program and 
essential civilian production. It is one of the strategic and critical metals 
tightest supply. 

Distribution plans as recommended in the IMC and subsequently agreed 
in whole or in substantial part by all member governments have been in e 
beginning with the fourth quarter of 1951. 
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method back of the IMC distribution plan was a priority for direct defense 
rements, provision for minimum strategic stockpiles, and the distribution 
ie reaining supply for civilian requirements on the basis of « 


In the first quarter of 1952, owing to the acute shortage, no specific provi- 


hsumption in 


was made for stockpiling. 


United States consumption prior to IM¢ operat 


ons 


juarter, 1951 
irter, 1952. 


MOLYBDENUM 
An additive alloy, used generally in the hardening of steel. It is, in many 
ses, interchangeable with tungsten and it is well to review figures on molyb- 
im and tungsten together, 
Because of its tight supply position and its peculiar importance to the defense 
mobilization and defense-supporting programs, molybdenum was recommended 
by the IMC for allocation, beginning with the third quarter, 1951. The recom- 
endation was accepted by all member governments. Basis for the recom- 
dation was both the historical use levels and the stated requirements with 


ecial weight given to defense requirements. 


United States consumption prior to IMC allocations 


rly average, 1949. 
y average, 1950. 
first 2 quarters, 1951.. 


Results of the IMC recommendations as they affect the 


{In short tons] 


' Net, i. e., after export of primary products. 


89888—54—pt. 467 
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NICKEL 


Nickel ranks near the top in any list of strategic and critical materials jp 
short supply throughout the free world. It is of basic importance in the defense 
production program. For example, military items such as jet engines, a 
plating and gun steels use considerable nickel. While principal usage 
alloy steels, nickel has important nonferrous uses. 


United States consumption prior to IMC operations 


A 
In short tons 
lotal free United States 
world supply | consumption 
17, O87. 5 ; 
24, 787. 5 
20, 483. 3 
Beginning with the fourth quarter of 1951, the International Materials Con 
ference recommended plans for distributing nickel among the free nations which 
were accepted by all the member governments. The total distribution of forms 
of nickel covered by the recommendations and the United States share are as \ 


follows 


lotal free United States 
world supply Share 


The free world supply of nickel is expeced to show considerable increase 
beginning in the second quarter, principally because of the yield of the Nicaro 
(Cuba) project financed by the United States, and French production from New 
Caledonian ores. Other projects are being contemplated or developed for future 
production by various nations, including the United States. 


SULFUR 


Sulfur is among the important raw materials because it is basic to a 
variety of industries, urban and agricultural, and cuts across the economies of 
all nations, be they highly developed or underdeveloped, It is vital in the pro- 
duction of steel and other metals which produce guns, ships, tanks, and planes 
It is necessary in the production of agricultural fertilizers and insecticides, 
textiles, pulp and paper, rubber, petroleum products, chemicals, and many other 
essential items. 

Because of increased demands for sulfur as such, world production has been 
unable to satisfy these requirements, and the sulfur shortage has developed. 
The shortage was in the magnitude of 1,200,000 long tons in 1951, and is esti- 
mated at 1,500,000 long tons for 1952. In March 1951 the Sulfur Committee of 
the International Materials Conference was established to consider the world 
shortage and to make recommendations to governments to alleviate the shortage, 
and to recommend effective distribution of available supplies. The committee 
has recommended three plans of distribution covering the third quarter of 1951, 
fourth quarter of 1951, and the first 6 months of 1952. These recommendations 
have been accepted by governments. 

The following table shows the United States production, consumption, and 
exports compared with the total free world production: 
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Crude sulfur (native and recovered) 


[ Thousand lor 


production - 
tates production. 


sllocation 


ates consumption. 


ted States exports (crude). 


| exports do not correspond to export quotas due to export license 


*s being issued in one peri 
wing made in a subsequent period. 


TUNGSTEN 


additive alloy, used generally in the hardening of steel. It is, in many 
nterchangeable with molybdenum and it is well to review figures on tung- 
| molybdenum together. 
idering its scarcity and its peculiar importance to the defense mobiliza- 
d defense supporting programs, the IMC recommended to governments a 
tion pattern for tungsten in the third quarter, 1951. Basis for this dis- 
was, in part, the historical use levels and, in part, the stated require- 
ts, With special weight given to defense requirements. 
is a price ceiling and floor for spot purchases. 
epted by member governments. 
ent in IMC was again reached on a distribution plan in the fourth 
r and the first quarter, 1952. In these two quarters agreement was not 
| on tungsten price. 


Recommended also by 
Both recommendations 


nited States consumption prior to IMC recommended distribution 


[In short tons] 


sverage, 1949 
sverage, 1950 
t 2 quarters, 1951 


of the IMC recommended distributions as they affee nited States 


larter, 1951 
larter, 1951 


1959 


ZINC 


is a metal of importance both in the defense mobilization prog 


am 
ssential civilian production. It has been in extremely short suppl) 
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Zine has been considered in the Copper-Lead-Zine Committee, IM¢é 
treated in a Similar manner to copper in reaching a recommendation t 
ments for distribution 


gun ption prior to IM¢ ope rations 


Distribution plans within the IMC on zine have been in effect beginn 
the fourth quarter 1951. The results of the IMC distribution plan as i 
the United States are as follows: 


PULP AND PAPER 


Early in 1951, the Pulp and Paper Committee, IMC, surveyed the position 
wood products, principally newsprint, kraft pulp, and dissolving pulp 
survey indicated that the free world shortages of kraft pulp were insignifi 
and that the shortages of dissolving pulp, while more serious, were insuffi 
to justify an allocation program. ‘These commodities have been kept un 
review 

In the case of newsprint, it was decided that emergency allocations y 
necessary to aid a number of countries in which supplies were critically 
These allocations were made possible by the Governments of Canada an 
United States with the cooperation of their producers and publishers. In 
production accounted for most of the allotments. The newsprint supplied by 
United States and Canada was in the approximate ratio of 5 parts from C; 
to 1 part from the United States. 

Less than three-tenths of 1 percent of the free world’s annual supply of n 
print comprised these emergency allocations and were distributed among 
countries as follows: 

Short tona | Short t 
Brazil caiamibomiae 322. 8 | Malaya and Singapore__-_ 694 
Chile = deimaareas 102. | Nicaragua__. eacimes ‘ 44 
Dominican Republic sata 551. Pakistan , 45) 
Ecuador ‘ dicdatien ceibinalsttbinite 551.1] Philippines____- ssid 2 67 
France — ee ee 
Germany, Federal Republic Turkey sea 

of sade 7 deri 716. 1 | Uruguay 
Greece __ si 587. Yugoslavia 
SRO fected : wat 480. 

Indonesia 5 ». > oS. Total —_- 
Israel dusictlinibentiass icciaiatgies 440. 


* Allocations to France, Greece, the Philippines, Turkey, and Yugoslavia 
financed in whole or in part by ECA (MSA) funds, 

Expanding production and a softening in demand has recently relieved 
critical supply problem. ‘The committee, therefore, is now working on a prog 
to stimulate the resumption of normal trade through commercial channels 
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your particular attention to the fact that in making our comparison for 
1949, we are using consumption figures, which figures are public in- 
n, in order to avoid divulging of classified material that might show the 
tus of our stockpile. 
ecurred to me that you might be interested in knowing just how we came 
ir allocation in the fourth quarter of 1951 and the first quarter of 1952, 
per. 
the difficulties of obtaining acceptable statistics on consumption and 
by country, we had the problem of implementation and of getting accurate 
tion promptly enough to determine whether or not we were receiving our 
n in the fourth quarter While our total allocation including about 17,- 
for the stockpile was 366,000, we have now determined that we were 
12,500 tons short of receiving our allocation. 
first quarter it now appears that we may be as much as 50,000 tons short 
ing our allocation of 103,000 tons, partly due to failure of dom ic pro 
to reach expectations. Possibly we could have made up a part of the 
vy through increasing imports by the abandonment of our price ceiling. 
that such a move would amount to burning down the house to get rid of 
rmites. 
mendations have already made for allocations for the second quarter 
ll cases these figures compare favorably with the tonnages allocated to the 
d States for the fourth quarter. 
case of copper the amount allocated to the United States will be slightly 
in the amount allocated to us for the first quarter, but the supply figures 
e more realistic so that the United States should come closer to obtaining 
cation and the effect should be a larger supply of copper to the United 
the second quarter than was actually obtained in the first quarter. 
whole arrangement has appeared to me to be a sensible business deal to 
ir receiving a proper proportion of the world supply at a reasonable 
Without such an arrangement I do not believe that we would have re- 
as great a proportion of the world supply as we have under IMC unless we 
repared to pay any price for the material. Even then there is some doubt 
w much of the material we would have received and certainly such an 
would have resulted in terrific inflationary pressures within the United 
and the loss of cooperation of our friends in the world. 


Exutseit No. 31 


TEMENT OF ROBERT F. LOREE, CHAIRMAN, NATIONAL FOREIGN 
TRADE COUNCIL, INC. 


Loree. Mr. Chairman and gentlemen of the House Committee on Banking 
Currency, the National Foreign Trade Council, Inc., which comprises in 
embership manufacturers, merchants, exporters, and importers; rail, sea, 

r transportation interests; bankers, insurance underwriters, and others 
ed in the promotion and expansion of the Nation’s foreign commerce, 

es to place itself on record as supporting the enactment of H. R. 7157 
e council supports enactment of the proposed measure as a me ; of termin- 
the domestie controls now being exercised under the Defense Production 

plement commodity controls established by the International Materials 
ence, where “the domestic production of any commodity n exce of 
nt necessary to meet allocations for defense, stockpiling, and military 

nce to any foreign nation authorized by any act of Congress.” In the 

f the council, the commodity control activities now ‘ried on by the 
ational Materials Conference are not only unnecessary ut are inimical 
economic welfare of the American people and to our nations conomy. 
council is concerned that, through the domestic controls whi ave been 
up to implement controls established by the International Materials Confer 
we are attempting to put into effect the commodity provisions of the 
ana Charter for an International Trade Organization. Chapter VI of the 
ina Charter provided for the consummation of intergovernmental avreements 

h would involve the regulation of production, the imposition of quantita- 
controls over imports and exports, and the fixing of prices of primary coin- 
ties embraced in such agreements. These charter provisions also envisaged 
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intergovernmental action designed, among other things, “to assure the equita! 
distribution” of primary commodities in short supply. 

The National Foreign Trade Council strongly opposed the Habana (} 
and the provisions of that document relating to intergovernmental commod; 
agreements. The views of the council in regard to the charter were set fort} 

a comprehensive report entitled “Position of the National Foreign Trade ( 
With Respect to the Habana Charter for an International Trade Organiza 
which was presented by the chairman of the council to the House Committe: 
Foreign Affairs at a hearing before that committee on April 27, 1950. 

Membership and particpation by the United States in the International 
Organization Hearings before the Committee on Foreign Affairs, Hous 
Representatives, Nighty-first Congress, second session, on House Joint R 
tion 236 April 19, 20, 21, 25, 26, 27, and May 1, 2, 3, 4, 5, 9, 10, 11, 12, 1950, 4 
summary of the council's analysis and conclusions regarding the intergoy 
mental commodity provisions of the Habana Charter, as set forth in the at 
mentioned council report, is contained in an appendix to this statement. 

Briefly, the position of the council was that the provisions of the H 
Charter relating to intergovernmental commodity agreements were unsound 
unworkable and would serve only to aggravate the conditions they sougl 
rectify. The council felt that the charter reflected in large part the philoso 
of economic nationalism, planned economy, and Government control of pr 
tion, trade, and exchange which were the concepts of the Socialist or totalita: 
state, not those of free, private, competitive enterprise on which the econo 
well-being and liberties of the American people are based. 

Congress refused to accept the Habana Charter. As indicated, the Nati 
Foreign Trade Council regards the International Materials Conference as 
attempt by foreign nations and by the executive branch of the United St 
Government to put into effect the intergovernmental commodity provisions 
the Habana Charter without congressional approval or sanction. 

The idea of allocating and stabilizing the prices of primary commodities 
not a new or sudden concept. Nor is it a scheme only for temporary applica 
during a time of commodity searcities. 

In the opinion of the National Foreign Trade Council, the International M 
rials Conference is only the latest of a series of steps, both national and inte: 
national in character, designed to carry out the objectives of the Habana Charté 
relating to intergovernmental commodity agreements. The idea of dealing wit 
commodity surpluses by means of intergovernmental commodity agreements 
that is, intergovernmental cartels—has long been favored by many Eur 
countries. 

This method of Cealing with commodity surpluses has also had the w 
endorsement of the executive branch of the United States Government over a 
period of years. The Habana Charter concept of intergovernmental commod 
agreements first appeared in the Proposals for Expansion of World Trade ar 
Employment, published by the United States Department of State in November 
1945. In March 1947, Willam Taylor Phillips, Acting Chief of the Internatio 
Resources Division of the Department of State, in testifying on the commodit 
section of the proposed charter for an international trade organization at hea 
ings before the Senate Committee on Finance, stated : 

“Tt is not only the Department’s policy but, as you know, it has been approved 
by the other Government agencies that were engaged in compiling it, getting it 
together, thinking it out. It has gradually merged over a period of years. This 
particular chapter first appeared in the ‘Proposals’; then in the United States 
‘Suggested Charter’; then in the London Draft; and, more recently, in the New 
York Draft—with, I think, the important provisions unchanged, or relatively 
unchanged. 

“Tnternational Trade Organization. Hearings before the Committee on Finance 
United States Senate, Eightieth Congress, first session, on Trade Agreements 
System and Proposed International Tratve Organization Charter—part I, testi 
mony, March 20, 21, 24, 25, 26, 27, 29, 31, and April 1, 2, 3, 1947.” 

The International Materials Conference represents merely a revival of the 
intergovernmental commodity concept first snonsored by this country in the 
above-mentioned Department of State “Proposals for Expansion of World Tra 
and Employment.” 

The CHAIRMAN. May I ask you a question? 

Mr. Lorre. Yes, sir. 
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CHAIRMAN. What committees have jurisdiction over that subject in the 


Lorer. The Foreign Affairs Committee 
The CHAIRMAN. They have jurisdiction over the legislation affecting the 
ject on which you are talking? 

\ir. Loner. Yes, sir; they had at that time. 

The CHAIRMAN. Well, has there been any effort to make any change in that 

he Defense Production Act? 

Mr. Loree. Well, what is happening is that the provision of the Defense Pro- 

n Act on control of prices and allocations is being used to implement these 

itions made by this international body, the International Materials Con 

e, which has been set up to do the things that were proposed to be done 
der the Habana Charter, and which Congress would not ratify and would 

permit. 

CHAIRMAN. Then this is not attempted to be done under the Habana 

rter because that was not ratified by the Congress? 

Mr. Lorer. That is correct, what is being done, is trying to be done, in part, 

er the International Materials Conference, and we are implementing that 
hout it having been approved by Congress, through the Defense Produc 

Act. 
he CHAIRMAN. Well, I am just wondering what jurisdiction we have over 

subject, but you may continue. 

Loree. This amendment would remove the power from under the Defense 

luction Act to implement these controls that the IMC is engaged in. 

it is the reason we are supporting this amendment. 

The CHAIRMAN. Well, we will consider that. You may go ahead with your 

itement. 

Loree. The intergovernmental commodity concept contained in the Habana 
irter and the International Materials Conference has been vigorously sup 
rted over a number of years by organs and agencies of the United Nations. 

te only a few instances (a more extended summary of actions by United 

ns agencies in furtherance of the intergovernmental commodity concept 
ontained in an appendix to this statement), a report on national and inter- 
ational measures for full employment, prepared by a group of experts appointed 
by the Secretary-Generai of the United Nations and made public in December 
1949, recommended, as a means of stabilizing the incomes of producers of primary 
commodities, the use of international commodity stabilization schemes. 

The Economie and Social Council of the United Nations, in a resolution 
adopted on September 13, 1951, recommended that members of the United 
Nations “continue to accept the principles of chapter VI of the Habana Charter 
for an International Trade Organization as a general guide in intergovern- 
mental consultation or action with respect to commodity problems.” 

Another United Nations report entitled “Measures for International Economic 
Stability,” prepared by another group of experts appointed by the Secretary- 
General and published in November 1951, also recommended the employment 
of intergovernmental commodity agreements as a means for “stabilization of 
world commodity markets in the face of the temporary ups and downs of de 
mand and supply.” The report expressed the hope “that the current discussions 

the international allocation of scarce materials will be accepted as an oppor 
tunity for introducing permanent stabilization schemes for a number of com 
modities,” adding that “the possibility should be considered of converting these 
emergency (IMC) schemes into permanent stabilization arrangements.” The 
report expressed the further belief that no new international agency was needed 
to administer a comprehensive scheme for intergovernmental commodity agree- 
ments, stating that existing international bodies, including the International 
Materials Conference, could be used for this purpose. 

Mr. PatMan. Mr. Chairman, since we are going to meet at 11 o’clock, and 
we will have to leave here before 11, this gentleman has some very interesting 
information, but we cannot get through by 11 if he reads his entire statement. 
I wonder if he would consent to answering some questions and filing his state- 
ment? 

lhe CHAIRMAN. The statement may be inserted in the record and then he may 
answer questions. 

Mr. Lorer. The foregoing United Nations report entitled “Measures for Inter- 
national Economic Stability” is now on the agenda for consideration at the May 
1952 meeting of the Economie and Social Council. 
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As regards the efforts that are currently being made through the Internationa 
Materials Conference to effectuate the commodity objectives of the Habana 
Charter without congressional! approval, it will be pertinent to mention that, at 
the time of the above-mentioned hearings before the Senate Finance Committee 
in 1947, the Acting Secretary of State sent a letter to the chairman of the commit. 
tee, stating that, “insofar as such commodity agreements impose any obligations 
on the United States requiring legislative implementation in any way, it is t 
intention of the Department that they should be submitted to the Congress,’ 

Apparently, the Department of State feels that it has found a means through the 
International Materials Conference to effectuate intergovernmental commodit 

agreements without requiring “legislative implementation in any way.” At a 
rate, the IMC allocation and price-contro] agreements have been formulated ; 
put into effect without consultation with or the sanction of Congress. 

It might be argued that the implications of the International Materials Cor 
ference are not as broad as those of the commodity provisions of the Haha 
Charter. But, as stated, the Council believes that the aims of the commodit 
provisions of the Charter and those of the International Materials Confer 
are identical. 

The National Foreign Trade Council appears here today in support of H. R 
7157 because the Council believes that United States participation in the activities 
of the International Materials Conference should not have been undertaken wit} 
out congressional sanction and without legislative guidance governing suc} 
American participation. Further, the Council is opposed to the Internatio 
Materials Conference in the principle and believes that United States participa 
tion in it is undesirable 

It may be pointed out that the International Materials Conference was set 
following a meeting between former Prime Minister Attlee of Great Britain a 
President Truman in December 1950, and subsequent consultation with t 
French Government. In January 1951 the Governments of the United States 
Great Britian, and France announced that an International Materials Confer 
ence would be formed for the purpose of allocating scarce materials amoun 

countries of the free world. 

As of today, provision has been made for seven International Materials Cor 
erence commodity committees. These include committees relating to copper 

inc, and lead: sulphur: tungsten and molybdenum: manganese, nickel and co 
alt; cotton and cotton linters; wool; and pulp and paper. Of these committees 
he first four mentioned have ;: 

ular periodic basis. The Pu 

vet found it necessary to a 


allocated materials within their jurisdiction on 
Ip and Paper Committee, on the other hand, } 
locate the entire free world supply of pulp 
but has made emergency allocations to meet specific shortage situati 
The two other committees, those dealing with cotton and cotton linters 
wool, | eas vet taken no allocation action. 
A brief survey of the operations of the active committees of the Internat 


Materials Conference shows the following 


results: 
The Conper, Zine, and Lead Committee, consisting of 12 nations, distribut 
' 


the free world’s supply of copper and zine among 40 countries by issuing to the 


in 
alled entitlements for consumption In accepting these allocations, 
nts assume responsibility for seeing t! 
ry 


at their entitlements are not exceeded 


Sulphur Committee, comprising 14 countries, distributes the total 
e 


sulfur among 32 grouns of countries n effect. 90 nercent 
nong ; j I 


contributed by the United States To accomplish this distri 
ational Materials Conference has assiened exnort quotas to the U 


1 to three other exporting countries. The United States quota has 


supply o 


v restricting domestie sulfur consumption through allocations and by 
e domestic price helow the export price so as to assure the necessars 
for export It might be of interest in this connection to note that 

United States internal price ceiling on sulfur is approximately $23 per ton ar 
that the United States export price is about $26 per ton, while Italian sulfur 
heen quoted at prices in excess of $100 per ton. It mav also be noted i 
Mexico, one of the other three countries assigned an export quota by the Inter- 
national Materials Conference, has banned all exports of sulphur until all domes 
tie needs of that country have been satisfied. 

The Tungsten and Molybdenum Committee, consisting of 11 nations, has es- 
tablished import and export quotas for these commodities for all nations of f! 
free world. As a principal supplier of molybdenum, the United States has been 
assigned an export quota. In allocating tungsten for the third quarter of 1951, 
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mittee took an additional step and decreed that no producer of tungsten 
ites in any nation could demand a price higher than $65 per ton and 
» importing country could purchase at less than $55 a ton. Thus, this 
tee operates as a world OPS for this commodity. 
Manganese, Nickel and Cobart Committee, comprising 11 countries, has 
d the free world supply of these critical commodities to 38 nations. 
the above-mentioned allocations have been implemented in the United 
through a combination of the allocation and price control powers of the 
se Production Act. The enactment of H. R. 7157 would make it impossible 
United States Government to employ these powers to implement the allo- 
iud price control action of the International Materials Conference 
e the Pulp and Paper Committee has not made any overall allocation 
) or paper, it has made emergency allocations to a number of countries 
ing, among others, Greece, India, Pakistan, Yugoslavia, Israel, and Spain 
International Materials Conference, in making these allocations, stated: 

\{s sufficient newsprint for this emergency allocation was not obtainable 

izh normal trade channels, the newsprint allocated will be supplied from 

h American sources by diversion from. contracts between Canadian and 

ted States mills and publishers in these countries.” 

While this diversion may have been arranged with the cooperation of mills 

iblishers, the National Foreign Trade Council would regard as especially 

ngerous and undesirable any allocation agreements which might require the 

vation of contracts between private-enterprise firms, whether of the United 
ates or any other country. 

An especially objectionable feature of the International Materials Conference 

gram has been its interference with the stockpiling program of the United 
tates, as authorized by Congress. Under the stockpiling program of this coun 

, the Munitions Board, not the Defense Production Administration, is charged 

th the responsibility of carrying out the Congressional mandate relating to 

ckpiling. 

There is ample evidence that, as a result of International Materials Confer- 

ce operations, the stockpiling program of the United States is not being carried 
it as contemplated under the Stockpiling Act of this country For example, 
G. J. Ticoulat, Deputy Administrator of the Defense Production Administration 

d principal United States representative on the International Materials Con- 
erence, in referring to International Materials Conference copper allocations in 

recent written statement filed with the Senate Committee on Banking and 

rency, stated (Defense Production Act amendments, hearings before the 
Committee on Banking and Currency, United States Senate, S2d Cong., 2d sess., 

S. 2594 and S. 2645, pt. 2, March 17, 18, 19, 20, and 21, 1952.) : 

In the first quarter of 1952, owing to the acute shortage, no specific provision 

nade for stockpiling.” 

Similarly, a report on operations of the International Materials Conference, 
released by the International Materials Conference for publication on April 30, 

52, stated (p. 25): 

In the allocation plans for the first quarter of 1952, the Copper-Zinc-Lead and 
the Manganese-Nickel-Cobalt Committees found it inadvisable to provide any 
pecial allowance for stockpile purposes, but maintained the principle of making 
uch provisions in connection with future allocations when the supplies were 

licient to permit it.” 

Apparently, the Defense Production Administration and the International 
Materials Conference have taken over the functions of the Munitions Board 
without congressional sanction. 

Besides preventing or curtailing additions to the United States stockpile of 
strategie and critical materials, International Materials Conference activities 
have also resulted in the removal of important commodities from this country’s 
stockpile of such materials in order to meet International Materials Conference 
allocations to foreign nations. The outcome of both of these International Ma- 
terials Conference operations seems to be a plain frustration of the aims of 
Congress in enacting the Stockpiling Act. 

The International Materials Conference is, in effect a supergovernmental cartel. 
Governmental representatives, sitting on International Materials Conference 
committees, make decisions affecting the economy, living standards, and national 
income of all countries of the free world. The International Materials Confer- 
ence has concerned itself not only with allocation of materials for defense, but has 
undertaken to distribute all of the free world supply of commodities embraced 
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in International Materials Conference among all free nations, neutrals as 

as our allies in the NATO group or in the Pacific defense pacts. As a matte 
of fact, the bulk of allocations in respect of many commodities embraced 
International Materials Conference program has been for civilian, rather 
military, uses. 

It may be noted that these civilian allocations embraced substantial ar 
for economic-development purposes in underdeveloped countries. The grant 
International Materials Conference allocations of scarce materials to und 
veloped countries follows in its application a resolution adopted August 13, 195) 
by the Economie and Social Council of the United Nations, which recommended 
that industrialized countries “make every possible effort to insure that supph 
difficulties do not interfere with the development plans of underdeveloped coun 
tries,” 

The enforcement of the International Materials Conference commitments |] 
resulted in unemployment in the United States because materials produced 
this country have been diverted to foreign nations; because the Internatio: 
Materials Conference has allocated to the United States inadequate quantitie: 
materials not produced in this country: or because the International Mat 
Conference has prevented American producers from supplementing their a 
tions by purchasing in foreign countries available materials and import 
them into this country. 

One of the most harmful consequences of International Materials Confere1 
operations has been their effect on marginal producers of scarce raw mater 
commodities in this country. One of the functions of the price mechanism under 
a free-enterprise economy is to bring into production the marginal prod 
This is ace ‘omplishe d by a rise of prices to the level necessary to make profitable 
the operation of marginal producers. 

By refusing to permit prices of scarce commodities to rise to the level requir 
to obtain the output of marginal producers, those responsible for operatior 
the International Materials Conference program have denied to this countr 
and to the free nations generally the increased production of scarce commodit 
vitally needed to meet the defense and civilian requirements of the free w 

The ultimate effect of the Government-sponsored International Materials Con- 
ference international cartels is to lower the American standard of living. Because 
of lack of raw material supplies due to International Materials Conference : 
ties, American firms are prevented from producing needed consumer goods, both 
for domestic consumption and export: the American consumer cannot buy <¢ 
goods which he is able and willing to purchase; and his inability to buy thes¢ 
goods will contribute ultimately to additional unemployment in the United 
States 

Even if the International Materials Conference commodity allocation scher 
were acceptable on grounds of principle, which they are not, they would 
be objectionable because of the way in which they have been operated 
Ticoulat, in the above-mentioned statement filed with the Senate Committes 
Banking and Currency, stated that “the method back of the International Mate 
rials Conference distribution plan was a priority for direct defense req 
ments, provision for minimum strategie stockpiles, and the distribution of 
remaining supply for civilian requirements on the basis of consumption in 1950.” 
On this basis and using data supplied by United States Government official 
before congressional committees and statements made by other officials of ou 
Government, the allocations received by the United States under the Int 
tional Materials Conference, despite assertions to the contrary by administrat 
of the United States defense program, have been considerably less than 
country is entitled to under the International Materials Conference's 
formula 

For example, under the International Materials Conference formula, this 
country should receive 19.6 percent of the total available copper supply of the free 
world for defense purposes and 36 percent of the supply for its civilian require- 
ments, or a total for both purposes of 55.6 percent of the free world copper supply 
However, under the International Materials Conference copper agreement the 
United States allocation is only 49.1 percent of the free world’s copper sup] 
or 6.5 percent less than the proportion to which this country should be entitled 
on the basis of the above-mentioned formula. This deficiency of 6.5 percent of 
the free world’s copper supply to which the United States is justly entitled on the 
above-stated basis is presently equivalent to 214,000 tons of copper per year 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 1059 


1943, in which the United States copper consumntion reached its all time 

k of approximately 1,700,000 tons, the copper production of the free world 
nted to a total of about 3 million tons. In 1952, according to International 
Materials Conference estimates, the free world production of copper will total 
283,000 tons. This represents an increase of 283,000 tons. Yet, despite this 
se in the free world production of copper, the United States copper alloca- 

n 1952 is 88,000 tons less than this country consumed during the peak year 


cite another example, in 1950 the United States obtained 48.2 percent of 
tal available free world’s supply of zine. But the proportion of the free 
's zine supply allocated unded the International Materials Conference zine 
nt to the United States amounted during the first quarter of 1952 to only 
ercent, notwithstanding that this country’s requirements for zine have 
increased due to the expansion in production of military weapons and 
products which the United States has undertaken to meet its own needs 
hose of the rest of the free world. In order to meet these needs the United 
s must, of course, curtail its consumption of zinc for civilian purposes. It 
ious that the International Materials Conference formula was not applied 
is instance, 
ention one additional commodity, sulfur, the free world production of 
ommodity in 1952 is estimated by the International Materials Conference 
it 6 million tons, The International Materials Conference estimate of 
d States production of sulfur for the same year is approximately 5,300,000 
or about 88 percent of the total free world production. The estimated 
d States production of sulfur for 1952 represents an increase since 1937 of 
imately 2,560,000 tons, or over 93 percent. In spite of this tremendous 
“ase in United States production, American consumption of sulfur has been 
ricted due to the necessity of meeting an International Materials Conference 
t quota. This export quota was assigned to the United States by the Inter- 
onal Materials Conference because foreign nations naturally preferred to 
ise American sulfur at about $26 per ton instead of purchasing sulfur from 
ly, an important export source, at prices reported to be in excess of $100 per 


As to prices of International Materials Conference allocated commodities of 
which the United States is a net importer, it is obvious that this country may 
receive even the quantities of materials allocated to it so long as the OPS 
nduced to set unrealistic price ceilings on the affected commodities substan- 
y below world prices. The fact is that this country gives other nations 
ars which are used to bid up the free market prices of such commodities. 
ring the period from July 3, 1948 to June 30, 1951, the ECA furnished almost 
million to European countries for the purchase of copper, 78 million for the 
ise of zine, and 57 million for the purchase of lead. Thus, United States 
have been used by European countries to compete with the United States 
dding up the prices of materials controlled by the International Materials 
erence. 
es affected by the practices just mentioned varied greatly in different 
ntries. The following examples are illuminating. According to the March 
2 issue of International Financial Statistics, published by the International 
tary Fund, the price of copper in the United States in January 1952, was 
) cents per pound. As of the same date, the prices of copper per pound in 
iin Huropean countries, expressed in United States currency, were as follows: 
ed Kindom, 28.4 cents; the Netherlands, 43.6 cents; France, 45.3 cents; 
| Italy, 60.8 cents. 
In the case of lead, prices per pound on the above-mentioned date were as 
ws: United States, 19 cents; Italy, 21.2 cents; United Kingdom, 21.9 cents; 
nd France, 26.8 cents. 
\s regards zine, the prices per pound on the date mentioned were as follows: 
ited States, 21.3 cents; United Kingdom, 23.8 cents; France, 29.7 cents; and 
Netherlands, 30.3 cents. 
While it is not contended that other factors did not influence these differences 
prices, certainly it must be accepted that the prices shown above are to a large 
tent extremely artificial and due almost entirely to the esablishment of con- 
ed prices on commodities produced on a world-wide basis. World prices 
uld be established in a competitive free market based on the natural laws 
t supply and demand. 
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The effects, which International Materials Conference operations have had ‘ 
commodity prices, and the harmful consequences to the American econo) 
which have resulted from International Materials Conference commodity 
cations, serve to emphasize the dangers inherent in the International Materia)s 
Conference to the economic welfare of the American people and to the fre¢ 
enterprise system of this country. As has been indicated, the Council does not 
consider the allocation and other agreements arrived at through the Internationa) 
Materials Conference and its commodity committees as proper foreign poli 
objectives of the United States Government. 

It is not proper for the United States Government to endeavor, either throug 
the International Materials Conference or through other means, to supply 1 
materials to enable other countries to meet civilian needs or to hold down yn oa 
of raw material commodities needed by these countries from abroad. Nor 
necessary or desirable for our Government to endeavor to stabilize produ | 
or prices of primary commodities or other products produced by foreign count: 
or to assure to underdeveloped countries raw materials or other products nee 
for their economic development. It is particularly undersirable for the ey 
tive branch of our Government to enter into arrangements with other g 
ments to accomplish these purposes. The claim that these “voluntary” arra 
ments are not commitments is disingenuous. 

The restriction on importation of commodities embraced in these agreeny 
has the further undesirable result of reducing the total volume of imports tl 
would otherwise come into this country and, thus, operates to cause or intensif 
balance-of-payments difficulties of other countries vis-a-vis the United State Ri 
Such restriction on imports of the affected commodities, a great proportior 
which comes from underdeveloped countries, deprives these countries of dol 
required for purchase in the United States of productive facilities needed for 1 
economic development of these countries. And this, in turn, has resulted 
increased outlays of United States Government funds for economie aid to und 
developed countries and the consequent imposition of needless heavy burdens 
upon the American taxpayers 

At this point it may be observed that the restrictions, which the Internatio. 
Materials Conference places on United States imports of primary commodities 
produced by underdeveloped countries, run counter to one of the principal « 
clared objectives of the point 4 program. This was to bring about an expans 
in the international exchange of goods and services, not to reduce such excha 
as do the International Materials Conference commodity agreements. 

As regards the price-fixing features of the International Materials Conferences s 
commodity agreements, it should be pointed out that the United States Goverr 
ment, in seeking to bolster the economies of our partner nations in Europe by 
utilizing these agreements to keep down the prices of primary commodities 
required by these countries from abroad, contributes to the economic difficulties 
of countries such commodities and, thus, tends to cause resentment against the 
United States among the latter countries. Latin American countries, in particu- 
lar, strongly resented action taken by the United States in restricting the prices 
of raw material commodities and, thus, tends to cause resentment against the 
United States among the latter countries. Latin American countries, in particu- 
lar, strongly resented action taken up the United States in restricting the prices of 
raw material commodities purchased from them by this country during World 
War II, and similar resentment is resulting from the present price restricting 
activities of the International Materials Conference. The avoidance of such 
resentment against this country should, alone, constitute sufficient ground for 
abandoment of the International Materials Conference commodity programs 

The National Foreign Trade Council is strongly opposed to restrictions on 
the domestic consumption and it can be justified only if necessary to enable the 
United States to meet the requirements of its own rearmament program or to 
assist cooperating free nations in carrying out similar programs. The coun 
does not favor transforming the American economy into an economy of austerity 

The prime objective is certainly an adequate supply of raw materials essential 
to the defense program of the United States and cooperating free nations at re 
sonable prices. The council believes that the realistic wav to attain this obje 
tive is to permit the operation of the factors of supply and demand. This, in turn, 
means removing those allocation and price controls which are required for the 
implementation of the International Materials Conference program. 

As indicated, the council does not regard the International Materials Confer- 
ence allocation agreements as either necessary or desirable. Even if they were 
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rwise acceptable, they should not, in the opinion of the council, have been 
aken without legislative sanction and prescribed stipulations by Congress 
ning United States participation in such agreements. Such legislative au- 
ation would have involved congressional appropriations and controls, 
eas under the International Materials Conference scheme the United States 
ernment can give away American raw materials without any limitation by 
gress. 
} all of the foregoing reasons the National Foreign Trade Council strongly 
ves the enactment of H. R. 7157, thereby eliminating those allocation and price 
rols which are primarily directed at the implementation of our commitments 
iuder the international materials program. 
Mr. Chairman, I would like to have inserted in the record appendixes A and B, 
ttached to the statement. 
lhe CHAIRMAN. They may be inserted. 
(The information referred to is as follows:) 


“APPENDIX A 


SUMMARY OF ANALYSIS AND CONCLUSIONS OF NATIONAL FOREIGN TRADE COUNCIL 
GARDING INTERGOVERNMENTAL COMMODITY PROVISIONS OF THE HABANA 
ARTER 


rhe report, entitled ‘Position of the National Foreign Trade Council With 
Respect to the Habana Charter for an International Trade Organization,’ con- 
ed a detailed analysis of the Charter provisions relating to intergovernmental 
nodity agreements. The views of the Council regarding the commodity 
visions of the Charter are indicated by the following excerpts from the Coun- 

i's report: 

In the opinion of the National Foreign Trade Council, intergovernmental 
mmodity agreements are objectionable not only in principle but also because 
ey inject government into trade, to the ultimate detriment both of private enter- 
rise and of producers and consumers of the commodities to which the agree- 

ts relate. The Council’s objection to the provisions of the Charter relating 

utergovernmental commodity agreements runs both to the basic principles 
d commitments embraced in these provisions and to many of the proposals set 
I in the Charter for their implementation. 
In view of the Council, intergovernmental commodity agreements are de- 
gned primarily to do the very things that are prohibited to private enterprise 
ler the provisions of the Charter relating to restrictive business practices, 
namely, to restrict output, allocate markets, and regulate prices. * * * It is cer- 
iin that, because of their very nature, intergovernmental commodity agreements 
not only prove inefficacious as a means of preventing or eliminating malad- 
istments in the supply and demand for particular primary commodities but will 
oduce consequences which may endanger both the national economy and the 
erican way of life. 
No scheme for restricting production and regulating the price of a primary 
mmodity can be succesfully operated without a large measure of govern- 
ental control and regimentation of the affairs of the producers of such com- 
modity ; and, since schemes for production control and price maintenance nor- 

lly result in the development of lower-priced substitutes and other attempts 
0 circumvent such schemes, it is very probable that, in an endeavor to make such 
schemes work, governments will eventually tell consumers what they can and 
anont buy or, rather, so control materials, labor, and credit that only the things 
can be produced which governments want produced. And the ultimate conse- 
lence of any extensive resort to intergovernmental commodity agreements, 
which the charter would encourage, will very likely be complete regimentation 
f the national economy and of the lives of the people concerned. For the United 
States this would mean the end of the liberties and way of life which the Amer- 
can people have come to cherish. 


Che only real solution of the problem of overproduction in a particular 
ndustry is the shift of productive facilities and producers out of such industry. 
And the most—in fact, the only—effective means of bringing about such shift 

the unfettered operation of the supply and demand factor on the price of the 
inmodity in question. 

‘In this connection, there is one basic fact that must not be lost sight of if the 


people of the United States—or of any other country, for that matter—wish to 
erve free enterprise and the free institutions and liberties that go with it 
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That fact is that it is not possible, under a free-enterprise system, for governm 
to stabilize both prices and production. For the price of a given product is + 
barometer which determines the amount of that product which should be p, 
duced If too much of a product is being produced in relation to the effect 
demand for the product, the price will fall and output will decline; if, on th, 
other hand, the demand for the product exceeds the supply, the price will rise ang 
production will increase. Price thus is the mechanism in a free-enterprise e 
omy which regulates output in relation to effective demand. It, however 
perform this func n only if it remains unfettered. If prices are arbit) 
fixed or controlled by government, then there is no means by which the eco 
can regulate production and this function must, of necessity, be undertake: 
government. But, as we have pointed out, government can undertake this f{ 
tion only at the expense of free enterprise and of the free institutions and 

ties on which the free-enterprise system is based. 

‘‘Summing up its position regarding the provisions of the charter relating | 
intergovernmental commodity agreements, the council believes that thes 
visions are unsound and unworkable and would serve only to aggravate th¢ 
ditions which they seek to rectify. The council further believes that « 
restricted application of these provisions would involve the United Stat; 
onerous and futile financial outlays, and that any attempt to apply them < 
extensive scale could endanger the financial and economic structure of 
country. The council, therefore, strongly opposes acceptance by the Ur 
States of the charter provisions relating to intergovernmental commodity 
ments.’ 

“APPENDIX B 
“SUMMARY OF ACTIONS BY UNITED NATIONS AGENCIES IN FURTHERANC! 
INTERGOVERN MENTAL COMMODITY CONCEPT OF HAVANA CHARTER 


“Following is a brief outline of steps taken by organs and agencies of the U: 
Nations in promoting the Havana Charter concept for dealing with prin 
commodity problems through intergovernmental commodity agreements 

“The Economic and Social Council, in a resolution adopted on March 28, 1947 
recommended that, pending the establishment of the projected Internatio 
Trade Organization, members of the United Nations, in dealing with problems 
affecting primary commodities, be guided by the principles laid down in chapté 
VI of the Havana Charter. The resolution also requested the Secretary-Gener 
of the United Nations to appoint an Interim Coordinating Committee for Int 
national Commodity Arrangements ‘to keep informed of and to facilitate 
appropriate means such intergovernmental consultation or action (as envisaged 
under chapter VI of the Havana Charter) with respect to commodity problems.’ 

“In view of the failure of the Havana Charter to obtain ratification by 
United States and the consequent failure of the projected International Trade 
Organization to come into being, the Economic and Social Council, on Sept 
ber 13, 1951, adopted a resolution recommending that members of the Unite 
Nations ‘continue to accept the principles of chapter VI of the Havana Charter 
for an International Trade Organization as a general guide in intergovernmenta 
consultation or action with respect to commodity problems.’ 

“In addition to the resolutions of the Economic and Social Council discussed 
above, the Department of Economic Affairs and various agencies and commissions 
of the United Nations have made studies and recommendations designed to effec 
tuate the objectives of the charter regarding primary commodities. Among 
studies dealing with this subject is a report on National and International Meas 
ures for Full Employment, which was prepared by a group of experts appointed by 
the Secretary-General at the request of the Economic and Social Council. This 
report, issued in December 1949, stressed the need, from the standpoint of pro 
moting full employment, of stabilizing the incomes of producers of primary com 
modities. In this connection, the report stated: ‘The most suitable method for 
maintaining agricultural incomes is the stabilization of the prices of staple con 
modities in the world market, either through international commodity stabiliz 
tion schemes, such as the International Wheat Agreement, or through the 
tional commodity stabilization schemes of those countries which control a sub 
stantial part of total world trade in any particular commodity.’ The Interna- 
tional Wheat Agreement, obligating participating wheat-producing nations to 
export and participating wheat-importing nations to import specified quantities 
of wheat at fixed prices during a 4-year period, is among the types of agreements 
provided for under the Habana Charter. 
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ost recent United Nations action with respect to the question of primary 
lities was the publication of a report on Measures for International Eco- 
Stability, prepared by another group of experts appointed by the Secre- 
General pursuant to a resolution of the Economie and Social Council. This 
iade public in November 1951, declared that the essential objective, in 
with primary commodities, should be ‘the stabilization of world com- 
markets in the face of the temporary ups and downs of demand and 
rhe report stated that, for this purpose, ‘many different arrangements 
suitable for different types of commodities, including long-term contracts, 
ral quota systems of the Wheat Agreement type, and buffer stocks, either 
n combination.’ With regard to intergovernmental commodity agree- 
it involve buffer stocks, the report suggested that the International Bank 
feconstruction and Development might indicate a willingness to assist in 
ncing of such schemes. 
nnection with its proposals for dealing with primary commodities, the 
further stated, ‘We hope that the current discussions of the international 
of scarce materials will be accepted as an opportunity for introducing 
inent stabilization schemes for a number of commodities. * * The possi- 
should be considered of converting these emergency schemes into permanent 
ition arrangements.’ 
nother point the report stated: ‘We do not believe that any new interna- 
iwency to administer a comprehensive scheme for a range of different com- 
s is necessary or practicable. The arrangements needed differ from com- 
y to commodity, and must be worked out and put into effect by the coun- 
ainly concerned in each case. Coordination of general structure and policy 
the various schemes is important, but international bodies—such as the 
1 Coordinating Committee for International Commodity Arrangements and 
rnational Materials Conference—already exist and can be used for this 


ther international agency, though not directly related to the United Na- 
s, through its espousal of price stabilization activities of the Interna- 
Materials Conference, given support to some of the objectives of the com- 
provisions of the Habana Charter. The Organization for European Eco- 
Cooperation (the Marshall plan organization for Europe), in a report on 
stability and the fight against inflation, published in November 1951, 


International cooperation in the distribution of the major raw materials such 
t dealt with by the International Materials Conference is an essential part 
measures required to prevent inflation. A fair distribution of supplies is 

ry if production is to be maximized. A most important aspect of raw 
il distribution is the prevention of price rises, except when they are justi- 
the necessity of expanding production. The rise in raw material prices 
e last year has been one of the most important factors causing the general 

n prices; a further injection of this sort of inflation would have serious con- 

ices for European countries.’ ” 
Murer. I was going to suggest, Mr. Chairman, that he tell us something 
his personal background to supplement his statement, if he would, please. 
Loree. I am sorry, I did not hear you. 
Murer. In order to supplement your statement, would you tell us some- 
about your personal background and interest in the subject? 
Lorre. Well, I was vice president of the Guarantee Trust Co. of New 
nd engaged in foreign business for some 30 years, being in charge of all 
foreign business, and I have been chairman of the National Foreign Trade 
| for the last 5 years, having retired at the end of 1946. 
\MuULTER. How is that council made up, sir? 
LoreEE. That council is made up of about a thousand members from all 
ple interested in foreign trade. 

sriefly, they are bankers, insurance people, transportation people, exporters, 
ters, people who have investments abroad—all types of people. 

MULTER. Thank you, sir. 
CoLeE. Mr. Chairman. 

he CHAIRMAN. Mr. Cole. 

Cote. H. R. 7151, which you support, is an amendment to section 101 of the 
ense Production Act of 1950 as amended. 

LOREE. That is correct. 

Cote. Will you briefly and in your own words state what the impact of 

mendment would be? What would it do? 
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Mr. Lorer. The impact of that amendment would be to prevent the use of p 
and alloeation controls by the Defense Production Act to implement the alloca 
tions of the International Materials Conference beyond those that are neces. 
sury for defense operations, our own and those of people allied with us in those 
operations, and our stockpiling effort, and will leave free for our own economy, 
the other supplies that are in the world 

Mr. Cote. How will that be in contradiction with any agreements which o 
State Department has made, or which ary otber branch of our executive depart 
ment has made in connection with the International Materials Conferency 

Mr. Lorer. Well, I am not sure that our State Department admits that there 
l agreements 

Mi Col I see 

Mr. Lorer. But they have the effect, apparently, of agreements, because the 
International Materials Conference, which has some 12 committees, have under. 
taken to allocate to all the free world certain percentages of the world supply 
of critical materials. Some of these committees have not functioned. The 
Cotton Committee and the Wool Committee, I believe, have not set any percent 
ages, but, for example, take the copper situation, which has been to the fore 

00d many people’s minds. They have allocated to the United States some 49 
percent of the world’s production of copper, which is about what we received 


before we entered into the defense program 
And now, they have llocated to other countries an increased portion, whereas 
r defense allocation must come out of what we always received, practically 
Mr. Cote. Let me ask one more question, then. If this amendment were made 
part of the law, and if any commodity is in excess of the amount nec 
oO meet allocations for defense, stockpiling, and so on, then there shall be 
restriction or limitation imposed upon the right of any person to import 
commodity from any foreign country; is that right? 
Mr. Loree. That is about what the amendment does, yes. 
Mr. CoLte. That is all. 
The CHAIRMAN. Would that give any preference or immunity to imported 
oods over domestic goods of the same character? 
Mr. Lorer. No; that would not give any preference. 
The CHAIRMAN. Would it make them freer from allocations? 
Mr. Loree. It would make them freer from allocations, 
The CHAIRMAN. Well, that is a preference, is it not? 
Mr. Lore! No, sir, because that would also apply to the domestic goods 
heyond the need. 
Mr. Co_tkr. Who would make the finding that domestic production is in excess 
the amount necessary? 
Mr. Lorer. Who would make the finding? 
Mr. Coir. Yes, sir 
Mr. Lore I believe the President would make the finding 
Mr. Corr. Thank you. 
The CHAIRMAN. Well then, those priorities, as far as their use in this country 
is concerned, would be subject to the Defense Production Act just as ot 
iorities? 
Mr. Lorer. That is right, as far as defense and stockpiling and all the 
probably save us from having to take out o 
Here in this morning’s paper it is indicated that we 
to take another 20,000 tons out of copper stockpiles. We to 
me 200,000 tons out last year. The picture as we see it is, taking the 1 
fisures, our allocation out of 1,300,000 tons, which would come to us out of 
copper production of the world is some 520,000 tons of that, and that would have 
to be allocated for defense, leaving only 780,000 tons to take care of our ordina 
domestic commercial needs, which normally took 1,300,000 tons. 
The allocation for 1952 of some of our other people in the defense effort, su 
Belgium—Belgium got a 25-percent increase in its allocation. The United 
Kingdom got a 4-percent increase. France got a 15-percent increase. The Unite 
at a decrease. And that caused unemployment, which was partly sav 
‘elease by the President, from stor kpile, of 200,000 tons of copper. 
The CHAIRMAN. How would your bill stimulate the increased production in the 
I States? 
Loree. Because that would lay open to us the outside supply. 
» CHAIRMAN, There would be no restriction on that? 


+} 
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LoreE. No, sir, not after we had provided what was necess: 
ing, and for the defense efforts of our friends? 

CHAIRMAN. Who would decide that? 

Loree. The President would decide what was required for these parts of 
omy, and when he had decided we had received all of that we needed, 

t of it would be free for our economy. 

CoLe. Mr. Chairman, may I ask another question? 

CHAIRMAN. Mr. Cole. 

CoLeE. Has the Foreign Affairs Committee done anythin ith this par 

endment or bill? Have they had any hearings o 1@ point which 
raising? 

LoREE. So far as I know they have had no hearings since the half and a 
was formed. 

NICHOLSON. Hasn’t some committee of Congress looked into this matter of 
ind the importation and distribution of them? 

LOREE. I do not think that there has ever been any reference to any general 

tee of Congress of the executive branch's participation in these inter 
controls. 

Cote. I think you have a very important subject here and a very inte! 
ne. I am only concerned about the fact that, personally, so far as I 
erned—and I would not be surprised if that were not true of the rest 

members of the committee—we are a little at sea on this proposal and 

fraid you are not going to get the proper consideration you should have 
to me to be a subject which would require considerable study I wish 
| give it the study. 

CHAIRMAN. It is a question that is primarily within the jurisdiction of the 

gn Affairs Committee. 

LorEE. With your permission, we would like to submit this same state- 
the Foreign Affairs Committee. And perhaps to the military, because 
seem to us that our stockpile is threatened with these international 

1OnSs., 

CHAIRMAN. I suggest that you do submit the same statement to the Foreign 
Committee and let them study it. 

Loree. Thank you. 

MuLTER. Mr. Chairman, I do not want to delay the matter too much be- 
seems that it does belong before another committee, but I must point 

Under section 2 of the bill you would vitiate everything you attempt 
the Defense Production Act .Under that section if the country needed 
unce of copper that was coming into the country for the defense effort, and 
nted to buy abroad, you, individually, or your company, wanted to buy 
all the copper you could lay your hands on, to bring into this country 
ke ashtrays of it, under section 2 you would be permitted to do so. 

LOREE. No, sir; not if I read it correctly. This bill provides 

MuLTER. Let me read it to you. Section 2 says: “No rule, regulation, or 

tion under this title shall apply to purchases by any person of any material 
of the United States or its Territories and possessions for importation 

e United States of America for his own use or for fabrication by him into 

roducts for resale.” 

t does not mean that, I would like to have your explanation 

LOREE. Don’t you have to read the first part of this before you get to the 

1? “If the domestic production * * *” 

MUuLTER. The first section amends section 101 of the Defense Production 
|! your second section amends section 402 of the act. 

is not your intent to accomplish what I say the bill accomplishes, then 

you ought to have the bill corrected. That is my impression from a 

t iding. 

OREE. No, I think what would happen-—-as you know, under the Defense 

tion Act, there are two methods of control. One by price and the other 

cation, 
e copper, for example. Copper is really not the thing that is of much con- 

\ctually, up to now, anybody who was engaged in the manufacture of 

ng with copper could buy at any price he wanted outside the United States, 

ug it into the United States, as long as he didn’t sell it. 

wanted to pay Chile $1.50 a pound for copper, I could have done it, and 

rought it in and used it to make something that I was manufacturing 


T 
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But, if 1 brought it in, then my tickets on allocation would be reduced 
it would apply against my quota. We are not suggesting that that contro} 
taken away. The only thing that we are suggesting is that we be permitt 
to buy it, and that we are not subject to the control of the International M 
terials Conference and its allocations, and that after the Defense Produ 
people have received what they need for defense purposes, then we can b¢ 
to buy it and use it 


and 


EXHIBIT No, 32 
DEFENSE PRODUCTION ADMINISTRATION 
[Advance release for 2 p. m., Tuesday, June 17, 1952} 


THIRD QUARTER COPPER ALLOTMENTS INCREASE: FOWLER 
STATEMENT 


Defense Production Administrator Henry H. Fowler today announced 
creased allotments of copper and copper-base alloys totaling an estimated 16,000 
tons monthly so as to make possible foreign purchases up to the limit of Int 
national Materials Conference entitlements. 

Mr. Fowler explained that this can now be done because the recent decline ir 
world copper prices made it possible to revise the Government’s price poli 
as to permit United States producers to pass on to consumers 80 percent of 
differential between the foreign and domestic price of copper. With these 
tives, it is anticipated that United States producers will import more copper! 

Specifically, he said, the actions will: 

l. Increase considerably the allotments for defense supporting and esse1 
programs which heretofore received relatively low allotments. 

2. Increase the third quarter allotments for the producers of some consu 
type iteins from the present 35 percent of their base use to 50 percent of base 

3. Increase the authority of “B”’ product manufacturers to self-certify amount 
up to the maximum of 40,000 pounds per quarter. 

4. Increase the authority of builders to self-certify amounts of copper for 
commercial construction from 200 to 750 pounds per project per quarter, and a 
self-certification increase for home builders and housing. 

5. Assure by issuance of certificates of entitlements equitable distribution of 
foreign as well as domestic copper supplies. 

6. Begin by these actions to bring into better balance use and inventories « 
copper and other materials. 

7. Enable a start in replenishing the strategic stockpile of copper which | 
been depleted because of the urgent needs of the defense effort. 

(Details of the orders involved in today’s actions are contained in releass 
NPA—2830, to be issued tomorrow. ) 

In connection with today’s action Mr. Fowler issued the following stateme! 


FOWLER STATEMENT ON COPPER 


American industry has not been able to purchase the full amount of foreigr 
copper to which we are entitled because of the sharp disparity between the fixed 
domestic price and the cost of foreign copper. Foreign copper prices have recently 
declined. The Government's action of last week in permitting producers to pass 
SO percent of the excess foreign cost to consumers provides an incentive 
overcome the price obstacle without upsetting the stabilization program 

Today's action by NPA in increasing the overall third quarter allotments of 
copper by approximately 10 percent, provides American industry the authority to 
use its full share of international copper supplies available. Industry has 
have the allotments for copper—the “tickets” from the National Product 
Authority—to procure the copper. Today's action increases these tickets 

These actions simply mean that it is now economically more practical for 
American producer to purchase more copper than he has been buying of the 
world supply. 

Copper is still in critically short supply. However, through the controlle 
materials plan we are supplying the copper needs of the armed services as fa 
as their designs and construction schedules permit them to make use of it. I 
addition, through CMP we have distributed, for defense supporting industry and 
civilian requirements, the remaining supply of domestic and foreign copper avai 
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We will continue to do this with the added foreign supply expected to be 
ed by most American producers, now able to reflect most of the added cost 
oreign copper in the prices they can charge for products made from 
s copper 
annot be emphasized too strongly that the basic purpose to be achieved by 
rizing these increases is to assist American industry in acquiring our full 
of the free world’s supply of copper in the third quarter of this year. The 
ynent’s actions make this possible. It is now squarely up to industry to 
full advantage of the availability of our share of the world supply. 
order to assure an equitable distribution of foreign as well as domestic 
we will allot domestic and foreign copper separately. Thus producers of 
products will get their fair shares of the available foreign copper, which 
e based on their proportionate use of domestic copper. This will assure 
or all consumers, small and large. 
do this the National Production Authority will shortly revise the copper 
erials distribution order M-—16 to insure equitable distribution of both 
and foreign refined copper to authorize separately requests for the 
ity of domestic refined copper and the amount of foreign refined copper to 
he producer of copper produc ts wi have an entitlement. 
have realized the previous price situation made it economically difficult 
he American producer to augment his share of domestic copper with all of 
reign copper which he might have liked to purchase. The change in the 
i price situation has now made this feasible and compatible with the stabi 
prosram 
order to understand clearly the background of the action taken today, which 
ed up to our present national copper situation, | believe it would be helpful 
ew the essential facts about copper that comprise the complete picture 
country, for many yeurs the world’s largest consumer of copper, imports 
one-third of its refined coppe1 However, from a World War peak of 
m pounds of copper and copper base alloys consumed in 19438, postwar 
ents declined until in 1949, brass mill, wire mill, and foundry shipments 
| only 3,600 million pounds. In 1948, Europe began using substantial qua 
of copper. After Korea, the European rearmament program, encouraged by 
ountry, swung into high gear and produced an increasing demand for copper 
pper base alloy products. 
ting in the second quarter of 1950 and, of course, after July 1950, shipments 
ir fabricating mills and foundries reached high levels and stocks were drawn 
to unusually low levels. Total shipments for 1950 and 1951 have amounted 
out 5 billion pounds per year. 


EARLY CONTROL MEASURES 


hus, in 1950, demand far exceeded supply. With the adoption of the Defense 
duction Act, it became possible for the Government to direct the flow of copper 
he most important uses for defense and civilian purposes and to limit produ 
an amount equal to the supply of copper. This was begun through a series 
regulatory measures. 
ese included orders such as Order M-12, which limited the amount of copper 
person could use to a percentage of his base period use, and other orders 
affected specific end products. Certain uses of copper were prohibited, 
| substitution of other materials for copper was encouraged 


CONTROLS UNDER CMP 


ng with the third quarter of 1951, the controlled materials plan, began 
ting first with the so-called open end, and moving to a complete controlled 
terials plan in the fourth quarter of 1951 
In August 1951, the Copper Division of NPA commenced allocating refined 
er and scrap to the wire mills, brass mills, foundries, and miscellaneous users 
such material. The allocations of refined copper are based on monthly esti- 
mates of the amount available from domestic and foreign sources as reported 
by producers and importers. 

The purpose of this allocation system is to assure each user of refined copper 
lls fair share of the quantity available and to enable him to schedule his accept- 
ance of orders. 

rhe copper situation was aggravated by several factors, among which were 
(he impact of increasing military demand, the necessity for stepping up certain 


f 
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defense supporting activities, such as the power program and comm niecati 
program which are large users of copper, and the fact there was a substar 
demand for large sizes of wire and items such as bus bars in the plant expansio; 
program 

lo accomplish these vital needs, civilian items had to be held to 
This level was considerably below 50 percent of pre-Korea basis in many cases 

To help maintain even this low level, it became necessary in the third quart 
of 1951 to suspend stockpiling In fact, because of strikes which develope 
the United States and Chile and other 


a low leve 


interruptions to production, it be 
necessary to withdraw substantial quantities of copper from the sto¢ kpile 


OTHER MEASURES 


The Government recognized early in the emergency that the copper short 
probably would continue for some time. Accordingly, working originally 
the Defense Minerals Administration and later with the Defense Mater 
Procurement Agency, copper expansion programs were launched. 

Since the low grade of the ore in most large domesti 


tic deposits requires substan 
tial investment and at least 2 to 3 years time to start production, expansio) 


programs were started to provide for the following additional supplies 
domestic sources ; 


Pounds 
40, OOO, OOO | 1954—- 
Stncnnnae OG) UUU), GU | LUOD 


Pounds 
216, 000, 000 
450, 000, 000 

To assure a supply from our principal foreign sources at reasonable prices 
tariff on copper was suspended and an agreement was entered into with the 
Chilean Government in May of 1951 which guaranteed to American producers 80 
percent of the production of the large Chilean mines at a price of 2744 cents 
At this time, the fixed price of domestic copper was 2414 cents. The world pi 
was far above this, averaging about 55 cents. 


rHE INTERNATIONAL MATERIALS CONFERENCE 


With the United States facing substantial deficits in other vital metals and 
materials, such as nickel, cobalt, columbium, and tungsten, it became apparent 
that if we were to receive a fair share of materials either not produced in this 
country or produced here in insufficient quantities, some form of internationa 
cooperation would have to be devised. 

The International Materials Conference was initiated in December of 1950 an 
individual commodity committees started work in the early part of 1951 Wit 
objective of the IMC is to see that each of the 28 participating nations of the 
free world receives its fair share, not only of the materials it produces in surplus 
but also those it has to import. 


The individual committees were set up with this 
objective: 


“To consider and recommend to governments the specific actions which should 
be taken to expand production, increase availabilities, conserve supplies, and 
assure the most effective distribution and utilization of supplies among consumer 
countries.” 

It is important to note here that the so-called allocations of IMC to the member 


nations are only recommendations until and unless they are voluntarily accepted 
by the nations involved. 


Another fact is worth noting: That the United States is making the major 


contribution to the free world defense effort and therefore is entitled to the n 
share of the world supplies of critical materials. 
in IMC recognize this 

Thus, since the inception of IMC, the United States has received entitlements t 
consume more than its normal share of the free world supply. For instance, in 
the first quarter of 1952, the United States received an entitlement for more 
copper than it was using in the years immediately before IMC came into existenc 

The simple fact is that United States producers did not buy all the copper to 
which the United States was entitled. 


aj 


All the participating nations 


rHE CURRENT SITUATION 


The reason the United States has not obtained the quantity of copper it was 


entitled to consume under IMC was primarily due to the disparity between the 
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d States’ prices and world prices and the determination of the United 
es to maintain its economic stabilization programs 
It should be borne in mind that until recently world prices averaged about 55 
Our domestic price was 24% cents, and we had an assured supply of 
in production at 2744 cents 
as felt that to permit American producers of copper products to purchase 


tional copper at world prices in the open market and to add the 


additional 
to their prices would cause tremendously inflationary pressures on our 


estic economy. To have permitted users to buy directly and absorb the cost 

d have made copper available according to ability to pay rather than in 

ce with the importance of its use. It also would have served to maintain 

nflated foreign price. Finally, it would have made fair and equitable distri- 
under CMP impossible 

h the termination of the Chilean agreement by the Chilean G« 


vernment 
S of this year, the entire copper supply picture changed 


‘ The cancella 
f this agreement was brought about in part by the softening of world prices 
had dropped to approximately 85 cents 
Chilean Government was thus unable to sell the 20 percent reserved for 
1:account at the former high world price. This meant that although we no 
had an assured supply from Chile, we had a world condition which made 
wear that substantial quantities of foreign copper could be purchased at a 
re nearly approaching our domestic price 
he face of this situation, it was determined that domestic coppet would be 
ted equitably to fabricators in this country and they would be authorized 
hase foreign copper in a total amount greater than the United States 
nreceiving. To encourage the purchase of this additional foreign copper, 
re now permitted to pass through to their customers 80 percent of the 
sed price they have to pay. 
plan, it is believed, will make available a substantial increase in imported 
d copper. 
1ust be remembered that the increased availability hoped for is only a 
fraction of our total supply. As long as large a percentge of copper is 


ul remains 


by the direct military and defense supporting programs, the need 

iaring the balance equitably 
llowever, to enable American industry to use the increase available, additional 

tickets must be issued. Third quarter tickets, based on former supply 
iates, have been outstanding for some time. Accordingly, the steps enumer- 
lat the outset are now being taken 

sh to emphasize that unfortunately, even with the anticipated increase in 
orts, both stockpiling and civilian use will still be at a low level 


ExHrsitT No. 33 


BOW REPORT 


REPORT TO REPRESENTATIVE JOSEPH W. MARTIN, JR., OF MASSACHUSETTS, REPUB- 
ICAN LEADER OF THE HOUSE, ON THE LEGALITY OF THE INTERNATIONAL MATE- 
tIALS CONFERENCE 


ort is by a specially appointed committee of the following Republican Rep 
resentatives : Representative Frank Tl’. Bow, of Ohio, chairman; Representative 
Charles B. Brownson, of Indiana; Representative Thomas B. Curtis, of Mis- 
souri; Representative Harmar D. Denny, Jr., of Pennsylvania; Representa- 
tive George Meader, of Michigan: Representative William E. Miller, of New 
York; Representative Thruston Ballard Morton, of Kentucky; Representa 
tive Robert Tripp Ross, of New York; Representative Edward L. Sittler, Jr., 

Pennsylvania 

BACKGROUND OF THIS COMMITTEE 


This is the report of a committee of Republican Representatives which was 
uested to make a study of the legality of the International Materials Con- 
ference. The committee was appointed on March 10, 1952, by Representative 
Joseph W. Martin, Jr., of Massachusetts, the House Republican leader, at a 
meeting of approximately 70 Republican Congressmen from areas where mate- 





1070  STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


rials shortages had caused considerable unemployment. The materials short 
in turn were due in large measure to the activities of the International Mate 
Conference. 

Three additional committees of Republican Representatives were appointed 
vy Mr. Martin at the same meeting. The report of the electrical manufacturing 
committee, filed on May 3, 1952, declared that the United States, under th 
formula that Was supposedly guiding the IMC, has been shortchanged by 214,000 
tons of copper a year. This deficiency was responsible for much of the w 
spread unemployment in the electrical and other industries whose output 
controlled by the supply of copper 

The report of the automotive committee, filed on May 24, 1952, declared that 
the IMC, by restricting United States copper consumption, brought considerable 
unemployment and distress to United States auto workers at a time when 
oher automaking countries in IMC were expanding their production or showing 
only a slight decrease. 

The report of the committee that studied IMC actions as they have affected 
sulfur, newsprint, construction, agriculture, and small business declared that 
the IMC has hobbled onr economy and has operated to the detriment of our 
interests by placing artificial and arbitrary limits on the amounts of basic com 
modities that may be consumed. The report was filed with Mr. Martin on 
June 7. 


WHAT IMC HAS DONE 


The International Materials Conference evolved from a meeting in December 
1950 between President Truman and Clement Attlee, then Socialist Prime Min 
ister of Great Britain. It is now a formal worldwide body with 28 non-Cor 
munist nations as members. The IMC functions through a headquarters or 
ganization called the Central Group and seven standing committees. The 
committees are: 

Copper, zine and lead 

Sulfur 

Tungsten and molybdenum 
Manganese, nickel, and cobalt 
Cotton and cotton linters 
Wool 

Pulp and paper 

The committees have placed the following basic materials under allocation 
sulfur, tungsten, molybdenum, copper, zinc, nickel, and cobalt. Zine allocations 
were dropped on May 29, 1952, but the others are still in effect. In addition 
so-called emergency allocations of newsprint have been made to a number of 
individual nations 

The effect of establishing allocation systems is to tell the United States and 
other nations—member and nonmember—the amount of each material it may 
consume, Thus, IMC is in control of a considerable portion of the resources 
and activities of the non-Communist world. 


THE LEGAL ISSUE 


From the standpoint of IMC’s legality, there are two main issues: 

1. Is there any legal standing, under American law, for United States partici 
pation in IMC? 

2. Are the powers conferred on the President by the Defense Production Act 
being misused by him in implementing domestically the global decisions being 
made by IMC? 


‘ NO AUTHORITY FOR IMC 


The first question about IMC from a legal viewpoint is simply this: Was it ever 
authorized by the Congress? 

The answer was stated in a letter dated January 24, 1952, from Assista! 
Secretary of State Jack K. McFall, to Representative Hamer H. Budge, of 
Idaho 

“There is no specific statutory authority for the participation of the United 
States in this conference (IMC), as it is one of the many activities carried out 
in furtherance of the foreign policy of the United States.” [Emphasis supplied 

What Mr. McFall is saying in effect is that the President has unlimited autho! 
itv to do as he pleases so long as he is dealing with foreign nations. 

President Truman has indeed stretched the concept of his powers to extreme 
lengths It was only a few weeks ago that the Supreme Court of the United 
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tes rejected the theory that the President possesses inherent powers beyond 

Constitution and declared that the President has only the powers that are 
ted to him by the Constitution and the Congress. Yet, in the case of the 

rnational Materials Conference, the President has taken a leading part in 
izing a body that was never authorized by the Congress, and his adminis- 
n has participated in all of the activities of that body. 

When Manly Fleischmann, then Defense Production Administrator, appeared 
e the Senate Banking Committee on May 15, 1952, he was asked: “Under 
authority does the IMC, so far as American participation is concerned, 

Fleischmann replied : “It operates first under the authority of the Defense 

duction Act, and secondly under the authority of the President to conduct 
gn affairs.” 
en Mr. Fleischmann was asked: “The second one has nothing to do with the 
ise Production Act. If vou had no Defense Production Act, could you have 
ted the IMC as you did?” 
Fleischmann replied : “No, sir; it could not be made effective.” 
rst, it is seen that Mr. Fleischmann’s answer was considerably different from 
McFall’s. 
ond, the Congress never intended that the powers conferred on the Presi- 
by the Defense Production Act should be used to carry out the orders of 
Such a use of the Defense Production Act was not mentioned in the debate 
rding the bill and was never foreseen by the Congress. The powers con- 
rred on the President were intended to serve an entirely different purpose, and 
ose powers have been misappropriated by the President 

Legally, then, IMC boils down to this: 

IMC is, from the standpoint of the United States, an extralegal organization 
United States participation, through the device of the Defense Production 
is a shocking misappropriation of Presidential powers. 


IS IMC VOLUNTARY? 


\ frecuent answer to criticism of United States participation in the Interna- 
il Materials Conference is that IMC actions are purely voluntary. This, 
submit, is just the opposite of the truth. 

As far as the Truman administration is concerned, IMC pronouncements have 

force of law. In fact, they are obeyed much more literally than many of the 
statutes that have been enacted by the United States Congress. 

We need only look at the IMC release of December 20, 1951, announcing copper 

itions. This release speaks of “entitlements for consumption” and defines 
entitlement as follows: 

rhe amount of metal which may be processed or consumed by the country 

cerned, either from domestic production or imports.” 

hat language is crystal clear. If additional proof is needed, it is another 

ntence in the same release, which reads : 

In accepting the distribution plans, governments assume the responsibility 

r seeing that their allocations are not exceeded.” 

There is nothing voluntary about that—especially to the many thousands of 
American men and women who have been thrown out of jobs hecause of IMC. 
This was made plain in testimony before the House Newsprint Subcommittee on 
February 8, 1951, by Theodore L. Sweet. Mr. Sweet bore the titles of Chief of 
the Combined Materials Branch of ECA and United States Representative on 
the Sulfur Committee of IMC. He was asked by Representative James I. Dol- 
liver of lowa: “Your particular group (the IMC’s Sulfur Committee) does not 

dertake to say what shall be done; you merely suggest what should be done?” 

Mr. Sweet replied : 

They make recommendations to the governments. Naturally, since the 
governments have representatives on the committees, the representatives are 
not supposel to make recommendations which they do not think the governments 
will accept.’ [Emphasis supplied. ] 

The IMC too has inadvertently exploded the argument that its allocations are 
voluntary. Its report on operations, covering the period February 26, 1951, to 
March 1, 1952, says: “Each country is entitled to one vote, a majorty of the 
members of a committee constituting a quorum.” If all these doings are volun- 
ary, why the necessity for voting except to determine whether there is unanimity? 

The IMC report goes on: 

“Formal recommendations are made to member governments in writing by 
unanimous consent of the members of the committees. If unanimity cannot 
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be reached on a point, a majority recommendation or report may be made, a 
companied, if so requested, by an adequate presentation of minority views,’ 
Again, if all this is voluntary, how can there be a “majority” and a “minority 
An article in the London Economist, December 29, 1951, that was hig 
friendly to IMC, cites two instances of IMC actions that were anything 
voluntary to some of the countries concerned. One of the examples: 
“The significant point about the tungsten allocation was that a recommendat 
was passed by a majority vote instead of being unanimous. For the allocation 
in the last 38 months of this year, the (IMC allocation) committee recommend 
that the price formula should be retained Bolivia, a tungsten prod 
objected; but the objection was defeated on a vote.” | Emphasis supplied 
rhe assertion that IMC decisions are “voluntary” is a false and unscruy 
piece of propaganda that will fool no one who looks into its operations 


A SUPER-CARTI VITEL UNLIMITED POWER 


powers which the IMC has bestowed upon itself are stagg 


le, the article in the London Economist states: 
th in membership and in territorial extent the IMC is larger 


ns of cooperation as the Organization for European Economic Co 
the North Atlantic Treaty Organization Its organization is as k 


flexible as that of the British Commonwealth and its constitution al 
unwritten It relied, not on legal formulas, but on the will to cor perate 

The IMC’s report on operations puts it even more explicitly with the 
ment that the IMC’s seven commodity committees “were created as a 
bodies without being subject to review by any other body.” 


Thus, it is seen that the IMC is literally a power unto itself and tl 


1 
I 
legal formulas” that might place some restraint on its actions are re; 


quaint relics of the past 

The IMC report on operations continues: 

“The seven commodity committees are responsible for considering met] 
establishing a better balance between supply and demand of certain str 
materials and recommending to the governments concerned, the specifi 
which should be taken in the case of each commodity, in order to expand prod 
tion, increase availability, conserve supplies, and assure the most effective dis- 
tribution and utilization of supplies of materials among the consuming ¢ 
tries Within this framework they may consider any aspect of existing 8s) 
problems for the commodities under their review.” [Emphasis supplied 

What this means, in so many words, is that IMC may do as it pleases regardi 
the essential materials under its control. With this power the IMC is in 
position to be the absolute czar over the economies, the national income 
the living standards of the non-Communist countries. 

Does this make IMC a cartel of far greater magnitude fhan any in previo 
history? Of course it does. When Mr. Fleischmann appeared before the Sen: 
sJanking Committee on March 21, 1952, he denied the IMC is a cartel. But then 
he went on to give the following definition of a cartel: 

“As I understand cartels in the legal sense, they refer to agreements amo! 
both producers and consumers as to what they will do.” 

Che above quotations from the IMC report prove this is precisely what IM( 
does. Some IMC agreements go far beyond questions of allocation. For instance, 
IMC has attempted to impose direct controls on the price of tungsten rhe 
IMC report on operations states that in imposing an allocation plan for the 
third quarter of 1951, “an arrangement was introduced whereby the spot-pur 
chase price of tungsten was to be not less than $55 f. o. b. per short-ton unit 
and not higher than $65.” 

It is ironic that each time the question of price control comes before the 
United States Congress, there is prolonged, wide open debate before a decision 
is reached. But IMC has imposed worldwide price control by holding secret 
meetings and telling the public nothing of its deliberations. 

If a group of private individuals or companies in the United States ever had 
the temerity to engage, even on a small scale, in the kind of market-splitting 
price-fixing, and other monopolistic practices of the IMC kind, they would 
promptly be subject to criminal prosecution for violation of the antitrust laws 
But those practices, when conducted by IMC, are vociferously defended and 
ardently blessed by the Truman administration. 

It is clear to our committee that the IMC is repugnant to American tradition 
and the spirit of American law, and that the countries who have promoted 
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rtels in the past are the countries now mired in economic stagnation. Let us 
rn from their experience and recognize the IMC supercarteil for the sure 
th it is to our system. 


SIMILAR PROGRAM REJECTED TWICE BY CONGRESSIONAL COMMITTEI 


The IMC is the brainchild of the United States State Department 

Back in 1947 the Senate Finance Committee was holding hearings on a charter 
the proposed International Trade Organization. As Senator Homer Fer 

son, of Michigan, has pointed out, this body was to have a program remark- 
similar to the present program of the IMC, with so-called intergovern- 
tal commodity arrangements filling the role now played by the IMC’s en- 
ments for consumption, 

One of the witnesses before the Senate committee was William Taylor Phil- 

Acting Chief of the International Resources Division of the State Depart- 

Testifying on the origin of the “intergovernmental commodity arrange- 

ts,” Mr. Phillips was asked whether they were ‘a definite part of State 

Department policy.” He replied: “Yes, sir. It is not only the Department’s 

icy, but, as you know, it has been approved by the other Government agencies 

at were engaged in compiling’ it, getting it together, thinking it out. It 

has gradually merged over a period of years. This particular chapter first ap- 

eared in the proposals ; then in the United States suggested charter; then in the 

don draft; and more recently in the New York draft—with, I think, the 
portant provisions unchanged, or relatively unchanged.” 

Shortly after, Senator Eugene Millikin, of Colorado, committee chairman, re- 
quested reassurance from the State Department on the question of congressional 
approval of such international agreements. Dean Acheson, then Acting Secretary 

State and now Secretary of State, replied as follows on April 15, 1947: 

‘Insofar as such commodity agreements impose any obligations on the United 
States requiring legislative implementation in any way, it is the intention of the 
Department that they should be submitted to the Congress.” 

United States participation in IMC does require legislative implementation— 

the Defense Production Act—yet the IMC’s commodity agreements have never 

submitted to Congress. Nor was any approving legislation reported follow- 
the Senate committee hearings. 


In 1950, the House Foreign Affairs Committee took up the final draft of the 
ITO Charter, which had been written in Habana. This committee too declined 
to recommend approval of the ITO Charter. 

Yet today, despite the refusal of two congressional committees to accept the 
ITO Charter and despite Mr. Acheson’s promise, the very intergovernmental 

‘tels proposed by [TO have come into being through the IMC. 


THE ROLE OF THE U.N, 


The United Nations, like the State Department, has been busily promoting the 
idea of supercartels. As Senator Ferguson has shown, the U. N. established in 
1947 an Interim Coordinating Committee for International Commodity Arrange- 
ments to lay the groundwork for this pet project. To give an idea of the kind 
of thinking represented on this U. N. committee, Senator Ferguson quoted the 
following from its 1951 report in regard to tea: 

The present tea agreement covers the four producing countries of Ceylon, 
India, Indonesia, and Pakistan. The agreement regulates the acreage to be 
devoted to tea and prohibits the export of tea-planting material to countries not 

ty to the agreement.” [Emphasis supplied.] 

This quotation shows that U. N.-sponsored cartels are the same as any other 

rtel—they are devoted to restricting production and freezing the status quo. 

Various U. N. bodies have taken additional actions in behalf of international 
commodity deals, but it is sufficient here to quote from a booklet titled ““Measures 

xr International Economic Stability,” published by the U. N. Department of 
Economie Affairs in 1951. The authors are stated to be “a group of experts 
appointed by the Secretary-General.” 

The report recommends “a series of commodity arrangements of various types 
as a means of keeping short-run movements of primary product prices, both up- 
ward and downward, within reasonable bounds, and of helping to stabilize the 
international flow of currencies.” 

Among the “main types of possible arrangements” mentioned in the report are 
agreements covering maximum production quotas, maximum export quotas, 
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maximum import quotas, minimum and maximum prices, and “buffe1 
schemes.” 

How would such an all-embracing cartel be set up? Very simply; it is alr 
in existence. The report says: 

“We do not believe that any new international agency to administer a c 
hensive scheme for a range of different commodities is necessary or practi 
The arrangements needed differ from commodity to commodity, snd must 
worked out and put into effect by the countries mainly concerned in each « 
Coordination of general structure and policy amongst the various schemes 
important, but international bodies—such as the Interim Coordinating Con 
tee for International Commodity Arrangements and the International Mats 
Conference already exist and can be used for this purpose.” [Emp! 
supplied ] 

With such clear-cut evidence, who can doubt that the IMC is intended 
into a much larger pattern for turning over gigantic powers to worldwide or 
izations who will be responsible only to themselves? Could this be the 
for world socialism? 


rHE ROLE OF THE STATE DEPARTMENT 


We have shown above that the State Department is primarily responsil 
taking the United States into IMC, The State Department’s avid interest in IM 
continues down to this moment IMC’s offices in Washington were in a 
Department building for a time. IMC’s telephone number in Washingtor 
publie 5600, is the number of the State Department. The first important 
defending IMC was the one made by Edmund Getzin, Office of Materials | 
of the State Department, in New York on February 19, 1952 

When Mr. Sweet appeared before the House Newsprint Subcommittee or 
ruary 8, 1951, he was asked whether the IMC allocation committees had bes 
up by ECA. He replied: “No. They were set up by the United States Gi 
ment through the State Department. They report now to a central g1 
that is, the individual members report to DPA, which is the Defense Prodi 
Administration. DPA acts only in an advisory capacity.” [Emphasis supp 

All the evidence points to the fact that the State Department has beet 
driving force behind United States participation in IMC and that the Stat 
partment’s activities in this regard are a natural result of the Departm« 
deep-seated socialistic tendencies 


HAS IMC STABILIZED PRICES? 


The best answer to this question is found in a recent publication by the I 
national Monetary Fund comparing prices in different countries as of January 
1952. Copper varied from 24.5 cents in the United States to 60.8 cents in It 
Lead varied from 19 cents in the United States to 26.8 cents in France. Z 
varied from 21.3 cents in the United States to 30.3 cents in the Netherlands 

At first glance, it might appear that the United States was benefiting from ft 
lower prices prevailing here. However, it must be kept in mind that a larg: 
part of the funds used by foreign countries to bid for these metals came from t 
United States in the form of foreign aid. From July 3, 1948, to June 30, 1951 
ECA supplied $326 million to European countries for the purpose of buying cop 
per, $78 million for zine, and $57 million for lead. In other words, United States 
dollars were used by European countries to obtain the materials we needed, and 
the United States taxpayers who furnished the dollars in the first place were 
paid off in unemployment. 


IMC BLOCKS STOCKPILING 


A key part of our defense effort is the program for stockpiling scarce materials 
Congress, in enacting this program, placed responsibility for it in the Munitions 
Board. 

One of the most appalling aspects of IMC is that it has in effect assumed cot 
trol of a substantial portion of our stockpiling program and that it has decid 
in a number of instances that there will be no stockpiling. This is best told 
IMC’s own words, on pages 24 and 25 of the Report on Operations: 

“In developing plans of distribution for the metals it was necessary for 
committees to consider what policy should be followed in allowing materials for 
stockpiling purposes during a period of scarcity. The problem was discussed 
several of the commodity committees and many differences of opinion were 


] 
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expressed as to whether stockpiling should continue to be pursued under existing 
reumstances. The Copper-Zinc-Lead Committee and the Manganese-Nickel- 
balt Committee decided, in connection with their fourth-quarter allocations, 
» recognize, in principle, the requirements for strategic stockpile purposes; but, 
view of the tight supply, they recommended a special allowance for such re- 
rements in the plans for copper, zinc, and cobalt, only to the extent of a small 
centage of consumption during a given base period. In the case of commodi- 
es where the shortage was more acute (nickel, tungsten, and molybdenum), the 
imittees were unable to recommend any special allowance for stockpiling. In 
allocation plans for the first quarter of 1952, the Copper-Zinec-Lead and the 
ganese-Nickel-Cobalt Committees found it inadvisable to provide any special 
nance for stockpile purposes, but maintained the principle of making such 
sions in connection with future allocations when the supplies were sufficient 
permit it.””. [Emphasis supplied. ] 
is almost beyond belief that control of our stockpiling would be turned over 
7 foreign countries and that these countries would include not only those who 
e expressed an anti-Communist policy, but a number of countries as well who 
e made a point of being neutral. 
Our committee wishes to call to the attention of the House Armed Services 
1ittee the activities of the IMC in this regard. Our committee views the 
actions as a distinct and ominous threat to our military security 


qui 


UNITED STATES MAKES THE SACRIFIC! 


Previous reports by the three other committees of Republican Representatives 
e shown a number of specific instances of how the United States share of 
\L¢ materials is less than the proport nate share we consumed before the 
ean war. There should be no surprise about this inasmuch as there are a 
of indications that our willingness to sacrifice is not matched by many 

er countries. The London Economist, which, we repeat, was highly friendly 

IMC, declared: 

Che United States set the example by making the first contribution Britain’s 
rd in this body is unfortunately not untarnished because materials like tin 

1 rubber, which the sterling area produces and the United States consumes, 

e not brought into the orbit of the conference.” [lmphasis supplied.] 

It is no wonder, then, that conditions like those described in the following 
Associated Press story, dated November 13, 1951, have developed 

‘San Francisco—Critical materials are not as scarce in Burope as they are in 

country, Stanley C. Allyn, president of National Cash Register Co. said here, 

d cash registers soon will be imported from England to the United States. * * * 
He told reporters his company’s six European plants can obtain materials easier 

in its three North American plants. This is so, he said, because Europe is not 

far advanced in its defense production effort as is this Nation.” [Emphasis 
ipplied. ] 

\nother foreign publication, the Swiss Review of World Affairs, published in 
Zurich, Switzerland, issue of April 1951, had the following to say about France: 

The general rearmament in which France participates has until now burdened 
her economy but lightly. After all, the new divisions now in the making will be 
equipped with arms supplied by the United States for the most part, and expenses 
like soldiers’ pay and maintenance will up to a percentage also be covered by an 
American contribution In other words, the French economy is not for the 
present required to undergo a drastic change from peace to all-out preparedness 
conditions. In fact, it can continue to devote itself largely to normal civilian 
production It is not surprising therefore that some see France in the role of 

beneficiary of the present world situation.” [Emphasis supplied.] 

The article goes on to point out the one thing missing if France was to continue 
to be “a beneficiary of the present world situation”: 

The obstacle which would have to be overcome is not so much a shortage of 
’ as a shortage of raw materials. For in this last respect France is 
ery dependent on foreign sources, and it is due to this fact that the French 
Gorernment has early bequn to urge an international regulation of the distribu 
tion of raw materials.” [Emphasis supplied. ] 

These quotations bring out one additional a int point that has been over 
looked freqeuntly—namely, that the IMC is in the business of making allocations 
for civilian consumption as well as for military consumption IMC is controlling 
not merely rearmament programs around the world, such as they are, but living 
standards as well. 


bor 
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The IMC makes no bones about the fact that in distributing materials 
civilian consumption, some countries will be favored over others. Mr. Getzin 
the United States State Department declared in his speech: 

‘A fixed base does not allow for new industries or expanding economies a 
therefore, usually unacceptable to certain countries undergoing rapid econ 
development Usually the solution has been to adjust the base in favor of s 
countries upon the submission of acceptable evidence and in recognition 
genuine need,” 

The IMC Report On Operations, in discussing the Copper-Lead-Zine Comm 
Stated 1950 was selected as the most representative base year. The report 
that for some countries 1950 was not regarded as a typical year and that 
included “countries with expanding production.’ For these countries, “adin 
ments were made.’ 

For each favor bestowed by IMC on these privileged countries, some ¢ 
ountry had to suffer deprivation, The evidence is abundant that the com 
selected most often has been the United States. Americans are being cd 


] 


1 lian goods ma 


Vilian goods they need and want in order that similar civ 
med by persons of foreign countries 


nited States ge nerosity extends even to IMC’s operating expenses IMCs 


is contributed by member governments, but, according to the Report 


erations, “during the first year of operation the major portion of pe 

aus supplied by the United States Furthermore, the office equipment uss 
IMC was contributed by the United States 

Our committee cannot understand why United States representatives on bor 
like IMC choose so often to forsake their own country We recommend 


nterest, which will redound in the long run to the bene 


enlightened self 


other countries as well as our own 


How TO Los FRIENDS 


Countries that do not belong to IMC allocation committees are complete 
the mercy of the committees because allocations are made for nonmember < 
tries as well as member countries 

‘or example, when the copper allocations for the first quarter of 1952 we 
handed down on December 20, 1951, only 12 countries were members of the c 
mittee. But the allocations applied to no less than 39 countries. Twenty-sev 
countric therefore, had no part in a decision that was of great consequence 
their 
tina, Brazil, Japan, Sweden, and Turkey, as well as smaller countries, such 
Cuba, Ireland, Israel, Portugal, and others. 

In our opinion, IMC’s rules of procedure are a further violation of the rights 
of individual nations. These rules provide a country may be admitted to mer 
bership on an allocation committee only if it has “a substantial interest” in the 
production or consumption of the commodity and if two-thirds of the committee 


economies The nonmembers included both large countries, such as At 


members vote for admitting the nation. 

Another IMC rule is that nonmembers who wish to argue their allocations 
may appear in committee “hearings.” According to IMC’s Report on Operations, 
representatives of 31 countries appeared before IMC committees of which they 
were not members. These rules of procedure, in our opinion, merely serve to 
emphasize the inferior and humiliating position to which nonmember countries 
are relegated by IMC 

Furthermore, the large number of countries who have felt it necessary to 
appear before a committee to plead their cases likewise indicates the general 
dissatisfaction that inevitably arises when sovereign nations are denied control 
over themselves 

This business of favoring one friendly nation and discriminating against 
another friendly nation is extremely risky for the United States. This is 
particularly true when there is a conflict of interest between producing countries 
and consuming countries. 

If the United States through its actions in IMC alines itself with consuming 
nations, we will be laying the groundwork for deterioration in our relations with 
the producing countries. 

The IMC Report on Operations admits in a backhand way the serious conse- 
quences that follow from discrimination against one group of nations. The 
report says: 

“The fear has been expressed on the part of certain producing countries that 
an allocation system (for tungsten and molybdenum) might prejudice the fre 
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fow of trade and thereby weaken the bargaining positions of certain exporting 
ntries. This is particularly feared in cases where the countries in question 
themselves in urgent need of other raw materials, whether under IMC 


cation or not.” ; 
he United States needs friends—many friends—among the producing nations, 


t should not needlessly run the risk of losing those friends. 


A PERMANENT IM¢ 


ere is an abundance of evidence that the instigators of IMC wish to make it 
anent and are bending every effort to make their wishes come true 
is we have shown on page 6, it has been the long-standing policy of the United 
es State Department to do everything within its power to establish such a 
dy, not merely for a wartime period like the present but for peacetime as well. 
» speech by Mr. Getzin of the State Department charts clearly the course the 
histration intends to follow. Discussing IMC’s future, Mr. Getzin said: 
the allocation work of the Committees is judged successful by participating 
tries, there is no reason why more ambitious programs re lating to conser- 
, development, and prices should not be considered.” [Emphasis supplied. ] 
Getzin ended his speech with the statement that “member governments 
to be convinced that the IMC should be retained and strengthened rhe 
ord “strengthen,” when used by a bureaucrat in discussing a government 
ney, alWays means to expand. 
Che { N. booklet to which we have referred 
step in the right direction, continues 
neverting these emeryvency schemes ; lpi isl Lin cet tif eement 
hasis supplied. | 
Fleischmann, appearing before the Senate Banking mmittee on March 
jo2, spoke freely of his hope of bringing still more Commodities under IMC 
tion. Mr. Fleischmann was asked: “Is it contemplated that additional 
ling cOmmittees covering additional materials will be crea lis reply 
inkly I should hope so, with some of the most vital 
als that we are so woetully short in 
he IMC report on operations, in discussing its remaining 
uppears that the shortages of several commodities will cot f 
other year and that the remaining work to be done during that period will 
tinue to require the best efforts of the members. . The nature and 


i¢ 


of future action by the Committees will be dependent upon the need for 


ion as reflected in the supply-demand position, and the desire of the par 
ticipating governments for international consideration of any recommendations 


on supply problems.” 

rhrough this bureaucratic “bafflegabb” shines IMC’s determination to stay in 

siness tor Inany a vear. 

Probably the best tipoff to IMC’s plans is that none of its allocation machinery 
as been dismantled. The Cotton-Cotton Linters Committee, the Wool Commit 

and the Pulp-Paper Committee never have imposed any overall allocations, 
yet none of these Committetes has gone out of existence. 

In fact, the Pulp-Paper Committee, in announcing on April 16, 1952, that no 
additional “emergency allocations” to individual countries would be made at 
that time, issued this warning: “All member countries have agreed to consider 
recommendations for the resumption of allocation plans should circumstances 
require.” 

Zine was removed from allocation on May 29, 1952, but the New York Times, 
in reporting this action on the following day, carried the following: “Officials 
of the IMC were quick to insist that the supply problem for zine was exceptional 
and that today’s move implied no early termination of the restrictions which 
still apply to international dealings among anti-Communist nations in copper, 
sulfur, tungsten, molybdenum, nickel, and cobalt.” 

lhe last sentence of the London Economist article puts the matter most 
succinctly: “The lesson that offers itself is that if Britain, the United States, 
nd France can set the lead in raw material allocation, they could do tle 
same in the wider process of economic policy.” |Emphasis supplied. ] 

This sentence summarizes very well the implications in IMC. The IMC 
is determined to stay alive and to expand, and its supporters in this countiy 
have placed on the record their intention to do everything within their power 
to achieve that goal. 

If this is permitted to happen, the United States will find itself committed 

a system of international controls that can only grow and grow until, as tle 
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Economist says, it will take in economic matters far beyond the distributi 
of commodities. 


CONCLUSION 


rhis report has shown the following: 

1. United States participation in the International Materials Conference h 
never been authorized by the Congress, and IMC is, therefore, from this 
country’s standpoint, an extralegal organization. 

2. Use of the Defense Production Act to implement domestically the orders 
of IMC represents an appalling misuse of powers by the President. 

3. There is nothing voluntary about IMC decisions. As far as the Truman 
administration is concerned, IMC pronouncements have the force of law and 
are obeyed. 

t+. IMC is a supercartel responsible only to itself. It has assumed staggering 
powers. United States participation in such a supercartel violates American 
tradition and the spirit of American law. 

5. No one suffers more from a cartel than working people, and this has beer 
true of IMC. Cartels are restrictive organizations that lead inevitably to e 
nomic stagnation. IMC has brought unemployment and suffering to hundreds 
of thousands of American men and women. 

6. The IMC is the brainchild of the United States State Department, whic! 
has been endeavoring to establish such a socialistic organization for many years 
The State Department is at present the driving force in this country behind IMC, 
which is a long step toward world socialism. 

7. Congressional committees have twice refused to approve a similar progran 
when it was proposed in the charter of the International Trade Organization 
Now, under the guise of being a wartime emergency agency, the IMC has come 
into being in defiance of Congress. 

8S. U. N. agencies have also been promoting the concept of supercartels like 
IMC. They now view IMC as a readymade agency for imposing all-embracing 
controls on the world’s economy. 

9. IMC has failed to stabilize commodity prices. Stabilization was to have M 
been one of its major goals. 

10. The IMC, in detiance of the United States Congress, has assumed contro! 
over a large part of our stockpiling program and has blocked that program. 

11. The theory of IMC is a share-and-share-alike basis for distributing scarce 
commodities. But, as IMC has, in fact, operated, the United States has mad 
most of the sacrifices. 

12. IMC has violated the rights of small nations by denying them a voice in 
their own economic destiny. Furthermore, by helping the IMC to set con 
suming nations against producing nations, the United States is running the risk 
of alienating friendly producing nations—the very nations whose friendship ws 
need 

13. There is an abundance of evidence that the IMC is intended to be a 
permanent organization that will outlive the present emergency. 

IMC presents a blunt challenge to the United States Congress as well as to 
every segment of our society—working people, business of every kind, and 
farmers. Is the President the lawmaking agency or does that responsibility 
belong to the Congress? If Congress is the lawmaking agency, do we wish to 
attempt to preserve freedom in the world by suppressing it, as IMC has done 

The administration claims, in effect, there is now something wrong with 
Americans, some reason why Americans are unfit to control their own lives S 
This we deny. 

The place where something is wrong is in the administration—an administra R 
tion which would turn the clock back to the time before the Declaration of 
Independence when Americans were subject to a foreign power. 

As long as IMC continues to exist, a large part of our lives—jobs, income 
and living standards—will be under the control of foreign countries. 

There is only one course open to the Congress—to order the administratio: 
to end participation in the international Materials Conference, once and for al 

This should be done immediately because the threat to our freedom and 
security is too ominous to be tolerated longer. 


SADLAK REPORT 


The International Materials Conference was denounced today by eight House 
Republicans as a supercartel that “has short-changed the United States by 214,000 
tons of copper a year.” 
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. report to GOP House Leader Joseph W. Martin, Jr., of Massachusetts, the 
essmen blamed the IMC for many of the production cutbacks and layoffs in 
ectrical and other copper-using industries. 
long as the IMC is allowed to control the United States copper supply, the 
ressmen said, “there can be no permanent solution to much of the widespread 
ployment in the electrical industry.” They urged consideration by House 
iblicans of “whatever corrective action is deemed most suitable.” 
ie eight Representatives were appointed on March 10, to a special com- 
ee to study the effects of International Materials Conference actions on the 
trical industry, particularly from the standpoint of unemployment. Repre- 
tive Martin also named committees to examine the results of IMC material 
itions in the automotive industry and in consumer industries, and to investi- 
the legality of the IMC itself. The three last-named committees are still 
ng their studies. 
Chairman of the committee assigned to study the electrical industry was Repre- 
tative Antoni N. Sadlak, of Connecticut. The other members were Repre- 
tives E. Ross Adair and William G. Bray, of Indiana; John C. Butler, of 
vy York; Robert J. Corbett, of Pennsylvania; James P. S. Devereux, of 
land: Albert P. Morano, of Connecticut ; and Paul F. Schenck, of Ohio 
he report by the Sadlak committee charged that if the United States were 
tted its rightful share of the free world copper supply, this country would 
ve 55.6 percent of the total. Instead, the United States allocation by IMC 
y 49.1 percent—a deficiency of 6.5 percent. 
e committee commented : 
This is a staggering loss to American industry and American workingmen 
uch as 6.5 percent (of the total free world supply) amounts to 53,500 tons 
irterly, or 214,000 tons per year. In other words, the United States has been 
t-changed by 214,000 tons of copper a year.” 
he committee pointed out that the National Production Authority has reduced 
pper allotments for the manufacture of washers, vacuum cleaners, refrigerators, 
ves, and many other household appliances to as low as 30 percent of normal. 
ifacturers of radio and television sets are being granted only 1214 percent 
heir pre-Korean war consumption of copper foundry products. These 
ngent restrictions, the committee said, “have led inevitably to production 
i\ilments, layoffs, and unemployment.” 
Recalling that Defense Production Administrator Manly Fleischmann has 
edicted a severe copper shortage until 1955, the committee declared in its report 
Representative Martin: 
\s long as the Government's present philosophy prevails, its only answer 
parently will be to make the copper shortage still worse by placing artificial 
rictions on the amount the United States may import and consume. Under 
e conditions there can be no permanent solution to much of the widespread 
iployment in the electrical industry. Manufacturing companies will have to 
choice but to continue to operate at only a fraction of their potential, and 
usumers who want and need their products will have to do without them, * * * 
So far the administration has not said a word or taken a single action in 
direction of getting rid of IMC, despite its dire effects. In fact, the admin- 
ition’s plans, by its own words, are to transform IMC into an even larger 
more powerful supercartel. * * * The only possible result, if IMC’s grandiose 
us for the future materialize, will be more production curtailments, more 
offs, a declining standard of living, and weakened security for the United 


REPORT TO REPRESENTATIVE JOSEPH W. MartIN, Jr., REPUBLICAN LEADER OF THE 
HousE, ON THE ELECTRICAL INDUSTRY AND THE INTERNATIONAL MATERIALS CON- 
FERENCE 


Report is by a specially appointed committee of eight House Republicans: Repre- 
sentative Antoni N. Sadlak, of Connecticut ; chairman; Representative E. Ross 
\dair, of Indiana; Representative William G. Bray of Indiana; Representa- 
tive John C. Butler of New York; Representative Robert J. Corbett of Penn- 

vivania; Representative James P. S. Devereux of Maryland; Representative 
\lbert P. Morano of Connecticut; Representative Paul IF’. Schenek of Ohio 


On March 10, 1952, some 70 Republican Members of the House of Representa- 
tives met at the call of Representative Joseph W. Martin, Jr., of Massachusetts, 
House minority leader, to discuss the International Materials Conference and 
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the unemployment and hardship the Conference has brought about. The m 
bers present represented areas where unemployment has resulted because of 
terials shortages, which in turn were largely traceable to the actions of the Inte; 
national Materials Conference. 

At the close of the meeting, Mr. Martin appointed four committees to study 
report on various aspects of the problem that had been created by the Intern: 
tional Materials Conference. These committees were to examine the electrica] 
manufacturing industry, the automotive industry, various consumer industries 
and the question of the legality of the International Materials Conference 

Following a month of study of the IMC and its many ramifications, this c 
mittee, which was assigned to examine the electrical industry, has reached cer 
tain conclusions Before stating the conclusions, however, it is necessary, for 
the sake of a clear understanding of the problem, to start with the background of 
the IMC itself and outline its development since its start more than a yea 

In this report, emphasis is placed on IMC actions affecting the supply o 
per, the basic material which has been the major determining factor wit 
regard to the production rate and employment in the electrical industry 


BACKGROUND OF IM¢ 


Che story of the International Materials Conference goes back to December 
1990, when Clement Attlee, then Socialist Prime Minister of Great Britain, cay 
to Washington to visit President Truman and request a larger share of 
world’s key commodities Messrs. Truman and Attlee agreed to form an 
sovernmental organization specifically designed to handle the problem of 
materials The French Government was then consulted, and on January 12 
Yol, the United States State Department issued a release announcing the for 
tion of what was to become the International Materials Conference. 

Che purpose of the new organization, according to the release, was to “bri 
about cooperation among the free countries of the world to increase the prod 
tion and availability of materials in short supply and to assure their most 
fective use.” Thus, the IMC’s birth was accompanied by a flow of vague, hig! 
sounding verbiage that gave little hint of the damage the organization woulk 
eventually cause in the electrical and many other important industries 

llowever, the third paragraph of the State Department release gave a strong 
indication that the IMC was intended to wield worldwide power in dividing up the 
resources of the various countries. The release stated that “commodity proble1 
cannot be dealt with on a regional basis but must take account of the needs and 
interests of the whole free world.” 

Che release also disclosed that it was the Government of the United States 
under the prodding of Socialist Prime Minister Attlee, that was taking the most 
prominent role in organizing the IMC. The release stated that “the Governm 
of the United States has * * agreed to send invitations immediately to othe 
interested friendly governments” for the establishment of committees to deal wit 
key raw materials. 

ORGANIZATION OF IMC 


IMC headquarters were established in Washington, initially in a State Depart 
ment building at 1778 Pennsylvania Avenue NW., and now in the new Cafrit/ 
Building, 1625 I Street NW. 

IMC now consists of a headquarters body called the Central Group and seven 
standing committees. The Central Group consists of representatives of the 
three orginal members—the United States, the United Kingdom, and France 
plus Canada, Italy, India, Australia, and Brazil. Also represented on the Cen 
tral Group are the Organization of American States and the Organization for 
European Economic Cooperation. 

Each country has one representative plus alternates on the Central Group 
The present United States representative is James F. King, who also has the 
title of Deputy Administrator for International Activities and Defense Materials 
in the Defense Production Administration. Mr. King was appointed to the Cen 
tral Group on April 23, 1952, sueceeding Gabriel Ticoulat, who returned to the 
Crown Zellerbach Corp. Mr. King has been a Federal employee since 1938. 

Participating countries have one representative plus alternates and advisers 0! 
the various commodity committees. Committee meetings are held in Washington 

So far, seven committees have been formed. They are: 

Copper, zinc, and lead 
Sulfur 
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Tungsten and molybdenum 
Manganese, nickel, and cobalt 
Cotton and cotton linters 
Wool 
Pulp and Paper 
According to a recent speech by Edmund Getzin of the Nonferrous Branch, 
ce of Materials Policy, United States State Department, memberships in 
committee are limited to those countries “which have a substantial produ 
or consuming interest in the commodities concerned.” Twenty-eight coun 
es are now represented on one or more committees. Mr. Getzin stated that 
most commodities, member countries together account for between 8O and 
percent of production and consumption in the free world.” 
llowever, it is important to note that the allocations drawn up by IMC apply 
onmember countries just as to member countries. As Mr. Getzin bluntly said 
s speech, the seven committees “are virtually autonomous bodies free to 
sider any aspect of the problem of world shortages in the commodities con 
ed.” This is a frank statement that the IMC committees have, in their own 
nion at least, unlimited power over the raw materials of the entire free world 


WHAT IMC HAS DONE 


IMC committees have placed seven basic materials under allocation—sulfur 
sten, and molybdenum beginning in the third quarter of 1951, and copper, 

, hickel, and cobalt beginning in the fourth quarter of 1951. New allocations 

been ordered for succeeding periods 

er commodities studied by the committees have not been placed under 
wation so far. Supply and demand in manganese, according to Mr. Getzin, 
e judged to be “about in balance.” Cotton and cotton linters, “while in short 
ply last year, were expected to be much easier.” The Wool Committee could 


agree on how bad the wool shortage was and what should be done about it 


Pulp and Paper Committee, while it has made relatively small allocations 
ewsprint, has not imposed an overall allocation system. 


EFFECTS OF IMC ON THE ELECTRICAL INDUSTRY 


\ principal effect of IMC has been to divide up the resources 
e American people and to lower their living standards. 

This is shown clearly in the case of copper. An IMC news release of December 
20,1951, announced that the United States allotment of copper in the first quarter 

1952 would be 366,000 metric tons, or 403,000 short tons. It turns out that this 

lso the approximate amount of primary copper that the National Production 
hority authorized for United States usage in the first quarter of 1952. So it 
ipparent that United States consumption of copper—and this means jobs in 
ries throughout the United States—is being controlled by this supercarted 
ed the International Materials Conference. 

(he IMC release announcing the copper allocations spoke of an “entitlement 

consumption” for each country. This is a strange new term that has been 
amed up by the people who like the idea of trying to rule the world. It is this 
tlement for consumption that determines whether thousands of workingmen 
Massachusetts, Connecticut, New York, Pennsylvania, Maryland, Ohio, 
Indiana, Michigan, and other metal-fabricating States will have jobs or will go on 
e dole. 
is the entitlement of consumption that bars electrical manufacturers and 
er enterprising businessmen from scouring the markets of the world to find 
elatively small amount of copper that would means the difference between the 

»and the dole. 

On January 9, 1952, Charles E. Wilson, the Director of Defense Mobilization, 
speaking of the possibility of going out into the world market to obtain whatever 
opper we need, said: “In the case of copper, it isn’t worth it for this Nation to 

out and to pay higher prices and to get only a minor addition of the material.” 
He said that “efforts are underway to get a better allocation of copper for the 
United States from the International Materials Conference.” 

Mr. Wilson ignored the fact that the barrier is not one of price, and Manly 
Fleischmann, Defense Production Administrator, has taken the same position 
s Mr. Wilson. The crux of the matter is that the people who need copper are 
bsolutely prohibited from trying to buy it in world markets regardless of price. 
Messrs. Wilson and Fleischmann, through the domestic allotment system set up 
by their agency, have provided the mechanism that prevents American manu 
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facturers from using any more materials than the IMC says they are entitled 
to use 


IS IMC’S COPPER ALLOTMENT TO THE UNITED STATES FAIR? 


This question can best be answered by applying the very vardsticks which Mr 
Fleischmann says his agency uses. When Mr. Fleischmann, representing M 
Wilson, appeared before the Senate Banking Committee on March 21, 1952, to 
discuss IMC, he stated the following regarding IMC allocations : 

rhe share of world supply recommended for the United States has in ever 
case corresponded closely with the share the United States secured for itself 
in the days of free competition for supplies in the years of 1948, 1949, and 1950 

Then Mr. Fleischmann went on to give the following explanation of how IM« 
allocations were computed : 

The basis of allocation in most of these metals is this: The defense produ 
tion, the mobilization contribution of each country, is assessed as carefully 
can be by us, and that amount of copper for the mobilization effort of each coun 
try is first set aside. That is a preferred use, you see, in each one of the countries 
that is contributing anything to our mobilization effort After that, an estima 
is made of the available balance of the world supply is accordance with the est 
mates of probable supply, and that amount, which is the amount going to 
civilian economy, is then divided on a historical basis.” 

Then Senator Bricker made the following comment : 

“The International Conference is distributing the copper and other strateg 
minerals to countries who are taking no part in the defense program.” 

Mr. Feischmann replied 

“They are sharing only on a percentage use, based on their civilian use. I 
other words, unless they are contributing to the mobilization program, they get 
no recognition in the mobilization effort.” 

Both of Mr. Fleischmann’s explanations cannot be correct If there is a pre 
ferred allocation for defense, as he says, the United States would logically vet 
the largest share of such an allocation. Therefore, our total share would bh 
larger than in the years 1948-50. Yet Mr. Fleischmann has just declared th 
the United States share under IMC “corresponded closely” with the 1948 
share 

THE FIGURES ON COPPER 


When Mr. Ticoulat, then Deputy Administrator of the Defense Productior 
Administration, appeared before the Senate Banking Committee with M) 
Fleischmann on March 21, 1952, he stated copper was allocated by IMC on the 
following basis: 

“A priority for direct defense requirements, provision for minimum strates 
stockpiles, and the distribution of the remaining supply for civilian requirs 
ments on the basis of consumption in 1950.” 

Mr. Ticoulat gave the following fizures on United States copper consumptio! 
prior to IMC: 


| 
| United Stat 
United | consump. 
States con- | tion in per 
sumption cent of total 
supply 


296, 250 
354, 250 
338, 330 


Then Mr. Ticoulat gave the following figures on the results of the IMC recom 
mendations as they affect the United States: 


United St 


percent of 


| Total free United States 
world supply | share | 
| 


749, 100 367, 900 
820, 800 403, 400 


lhe United States share for the second quarter of 1952 is also 49.1 percent of the total supply 
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rhe following facts are uvailable upon which to make a check of IMC’s copper 

«ation to the United States, based on the formula described by both Mr. 
Fleischmann and Mr. Ticoulat: 

lL) In the above-mentioned speech by Mr. Getzin of the State Department 
ide before the American Institute of Mining and Metallurgical Engineers in 
v York on February 19, 1952), he said 
The (IMC) committees have generally given a priority for direct military 
iirements, and metal has been set aside to meet such requirements before 
ribution is made for civilian requirements on an agreed basis. The problem 

reening military requirements is one that has also been difficult to cope with 
standard method of calculating military requirements has been developed. 
ance mnust therefore be placed on other criteria such as the relative propor 

of military requirements to total requirements and upon budgetary figures 
nilitary expenditures 

») On March 13, 1952, W. Averell Harriman, Director of the Mutual Security 
ency, testified before the House Foreign Affairs Committee, the Senate For 

Affairs Committee, and the Senate Armed Services Committee. He told the 
mittees the nilitary budgets of the European countries in the North Atlantic 

ty Organiation, including Germany, for the coming year would be $14 bil 

He further stated that the corresponding United States budget figure for 

ity prograins would be $64 billion. 

Mr. Fleischmann told the Senate Banking Committee on March 21, 1952 


the military received 40 percent of all the copper used in the United States 


ng these facts and the methods of allocation described by Messrs. Fleisch 
nn and Ticoulat, it is possible to make an approximate calculation of what 
United States copper allocation should be and to compare that figure with 

be actual allocation. 


UNITED STATES SHORTCHANGED BY 214,000 TONS OF COPPER PER YEAR 


nder IMC allocation, the United States gets 49.1 percent of the total free 
d supply of copper, as shown in the table above. Therefore, the United States 
| for military needs is 40 percent of 49.1 percent, or 19.6 percent of total free 
rid supply. 

Since budget figures give a fair ratio of military requirements, according to 
Getzin, the NATO countries’ defense needs amount to fourteen sixty-fourths 
19.6, or 4.3 percent of the total free world supply. Therefore, total defense 

eds of the United States, plus NATO countries, are 19.6 plus 4.3, or 23.9 percent. 

remainder (100 percent minus 23.9 percent) of 76.1 percent is for civilian 


nited States consumption of copper in 1950 (from Mr. Ticoulat’s statement) 
{7.3 percent of total free world supply. ‘Therefore, based on 1950 consump- 
(which is the method prescribed by Mr. 'Ticoulat), our civilian allocations 
n an historical basis should be 47.3 percent of 76.1, or 36 percent 
Consequently, the total United States copper allocation should be 36 percent, 
plus 19.6 percent, or 55.6 percent. However, IMC has given us an allocation 
- only 49.1 percent. The difference (55.6 percent minus 49.1 percent) of 6.5 
percent is therefore being allocated outside the United States. 
This is a staggering loss to American industry and American workingmen inas 
iuch as 6.5 percent of 820,800 tons amounts to 53,500 tons quarterly, or 214,000 
tons per year. In other words, the United States is being shortchanged 214,000 
ms of copper per year. 


SHUTDOWNS, LAYOFFS, AND UNEMPLOYMENT 


Because the IMC has in effect ordered a severe copper shortage in the United 
ites, the Federal Government has found it necessary to impose tight controls 
copper usage. This is done through the controlled materials plan—a system 
hereby the National Production Authority makes detailed allotments of copper, 
eel, and aluminum to fabricators. Fabricators are forbidden to use materials 
om any source for which they do not receive a CMP allotment 
Mr. Fleischmann admitted on March 24, 1952, that copper is in shorter supply 
han the other basic materials and “is consequently the greatest single limiting 
factor on the extent of civilian production.” 
lo show specifically just what the I1MC-imposed copper shortage means to 
(merican industry and workingmen, this committee has made a study of copper 
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allocations to various Consumer-type products. These studies show that th 
companies producing a wide variety of consumer products are being allotted only 


small fraction of their normal usage of copper products 
Che figures that follow apply to the following items: 


Small household electrical appliances Freezers 
Washers Refrigerators 
Vacuum cleaners Electric stoves 
Floor polishers Llectric razors 
Klectric fans 


In the first quarter of 1952, the above products received the following pe 
centages of their normal consumption 


Copper brass 1 | products 
Copper wire mill products 


opper foundry products 


Luring the second quarter of 1952, the percentages were even lower: 


per brass mill produc 
vire mill product 

pper foundry products 

Che base of normal ‘io i »above allocations is usually an average quart 

the fir half of 

Ra levision st have been cut even more Their allocations 


lio and te 


foundry products for the first and second quarters of 1952, respective 
0) percent and 12! 
ocations of copper br ; mill products to portable lamps were only 10 | 
n both quarters of 1952 
iting outfits received only 10 percent of their normal usage of copper br: 
oducts and no allotment of Copper foundry products, 
ngent restrictions on copper consumption, of which the above are just 
uple, have led inevitably to production curtailments, layoffs, and une 
nt. This has been especially true in the electrical manufacturing industr 
* these companies have a basic dependence on copper as a raw material 
nt survey of major labor markets by the United States Department 
rovides a representative sample of the cities that have already undet 
some. distress because of curtailment in electrical manufacturing. T 
include the following: 


onnecticut: New Britain Michigan: Grand Rapids 
nois: Herrin-Murphysboro-West Missouri: St. Louis 
Frankfort area Ohio: 
Indiana: Cincinnati 
Evansville Lima 
Fort Wayne Lorain—Elyria 
Lnudianapolis Pennsylvania: 
Vincennes Lancaster 
Massachusetts: New Bedford York 


The committee wishes to emphasize that this list is far from being all-inclusive 

is intended to be merely a cross section that shows how the effects of IM( 
actions with regard to copper and the electrical industry are felt throughout the 
length and breadth of the United States. In some areas the problem is becoming 
worse. In Connecticut, for example, a considerable segment of the brass indust 
has recently gone on short workweeks because of the copper shortage. 


WHAT A LARGE UNION SAYS 


(nother view of the effects of the copper shortage was presented to the Senate 
Finance Committee by Harry Block, vice president of the CIO Internationa 
Union of Electrical, Radio, and Machine Workers, on February 22, 1952. Mr 
Block testified there were over 47,000 unemployed in the industries covered by his 
union as of the end of 1951. Of these, about 15,000 were in radio, television and 
related industries; 8,000 in appliances and lamps: and 24,000 in household ele 
trical equipment. This was equal Mr. Block said, to about 11 percent of the total 


employment that existed in these areas a year earlier. Most of this unemplo) 
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ent had lasted at least 6 months, Mr. Block said, and in the case of the last- 

med 2 groups, it was growing. 

Mr. Block stated that 1 of the 3 major causes of unemployment among elec- 

al workers is the following: 

rhe reduction in allocation in critical material to consumers’ electrical goods. 

s in turn has been due to the shortage of materials, principally copper.” 

In discussing the allocation of materials, Mr. Block said: 

The copper problem is the key and virtually the limiting factor is the short- 

e of critical materials. It is largely responsible for unemployment in our 

lustry * * The electrical industry is the largest consumer of copper in the 

intry, using about 30 percent of the Nation’s supply. Copper is our lifeblood 

r production and unemployment, and these drastic reductions in copper supply 
have been a major cause of the current unemployment.” 

To show how even small changes in the copper supply cause large changes 

employment, Mr. Block cited the following : 

‘A pound of copper goes a long way in our industry. For example, 10 workers 

n be employed with 1 ton of copper a year in the radio-television industry ; 
6 workers with 1 ton on domestie electrical appliances.” 

In testifying regarding a bill for supplemental unemployment insurance, Mr 
Block pointed out that the only real solution of unemployment is jobs—not 
the dole. He said: 

“We wish to make it perfectly clear that we do not consider the provisions 

the present bill as any substitute for returning these unemployed workers 

useful and gainful employment.” 

While Mr. Block did not make any mention of the IMC, and did make several 

ggestions which are not covered here, this committee wishes to point out 
hat much of the responsibility for the unemployment which Mr. Block described 
ests on the International Materials Conference and its severe restrictions on 
United States consumption of copper. 


COPPER SHORTAGE UNTIL 19557 


While the supply situation in aluminum, steel, and several other materials 

s been easing in recent months, the same cannot be said of copper Mr. 

eischmann told the Senate Banking Committee: 

“T can make no optimistic prediction about copper I have told this com 

ittee before that the aluminum and steel situations are improving very 
rapidly, and by the end of this year we will be out of the woods on both of 
them, in my opinion. With copper * it just is not true. We get no additional 
supply of copper domestically.” 

Mr. Fleischmann then was asked: “Could you make a 1955 prediction?’ 

His reply: 

“Mr. Larson (Jess Larson, Administrator, Defense Materials Procurement 
Agency), who knows more about the supply situation than I, predicted that 
in 1955 we would be about even on copper, that we would have enough in- 
‘reased supply. There is not much other supply that can be brought in, but 
he predicted we would be about in balance. I will only add a footnote to that 
prediction. I will predict we will not be in balance before that.” 

Asked about expansion of copper mining in this country, Mr. Fleischmann 
replied : 

“We have tapped most of the sources * * * The bringing in of any mineral 
is subject to a very steep law of declining returns. As you get down further, 
t costs more and more to get less and less of any mineral. Now, that is true 
of copper. We are bringing in some high-priced copper which will not be in 
until 1954 or 1955. It is the judgment of those who know better than I, including 
Mr. Larson and Mr. Young (Howard I. Young, Defense Materials Procurement 
\gency), that we have about exhausted the possibilities in this country for 
getting copper at any economic price.’ 

Thus, the administration is flatly predicting the copper shortage will re- 
main severe for 3 more years and that nothing can be done about it in the 
meantime. 


CONCLUSION 


\s long as the Government’s present philosophy prevails, its only answer 
apparently will be to make the copper shortage still worse by placing artificial 


restrictions on the amount the United States may import and consume. Under 
these conditions, there can be no permanent solution to much of the wide- 
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spread unemployment in the electrical industry. Manufacturing companies 
will have no choice but to continue to operate at only a fraction of their poter 
tial, and consumers who want and need their products will have to do without 
them. While some companies have recently reported softening markets for 
their products, other employers declare the only limiting factor on their outp 
is the copper supply 

\ particularly ironie fact is that as long as the IMC is allowed to continue 
in business, the United States will receive only about half of whatever addi 
tional copper is produced by our own high-cost mines, such as those in norths 
Michigan, which are now being opened with financial aid from the United States 
Government The American taxpayers will foot the bill for the Governme 
aid to these mines, but the same American taxpayers and workingmen 
received, under the present IMC allocations, only about half of their output 

So far, the administration has not said a word or taken a single actior 
the direction of getting rid of IMC, despite its dire effects. In fact, the adminis 
tration’s plans, by its own words, are to transform IMC into an even larger 
and more powerful super cartel. Mr. Getzin’s speech, made on February 
1952, charts clearly the course the administration would like to follow Dis 
cussing IMC’s future, he said 

the allocation work of the committees is judged successful by part 
pating countries, there is no reason why more ambitious programs relating 
conservation, development, and prices should not be considered.” 

This is plain warning to the unemployed electrical workers and to every othe 
American who has been damaged by IMC that this is only the beginning 
far as the IMC is concerned The only possible result, if IMC’s grandi 
plans for the future materialize, will be more production curtailments, 
layoffs, a declining standard of living, and weakened security for the | 
States. 

\ copy of this committee report is being transmitted to the committee wh 
ms been assigned to stud the question of the legality of the Internation 
Materials Conference When the latter committee receives copies of the reports 
of the two additional committees which are studying other aspects of the IM( 
t is expected that the legality committee will make recommendations regarding 
whatever corrective action is deemed most suitable 


DONDERO REPORT 


Nine Republican Representatives declared today that the International Ma 
ils Conference has done “a eruel injustice” to American auto worker 
discriminating against the United States in its allocations of copper. 

The Congressmen said that the copper shortage has been aggravated by the 
IMC, causing severe production cutbacks and employee layoffs in the automotive 
and other copper-using industries 

In a report to Representative Joseph W. Martin, Jr., of Massachusetts, House 
Republican leader, the Congressmen declared that while some auto workers have 
recently been called back to their jobs following an increase in material alle 
ments, there is nothing to prevent a new wave of layoffs as long as the IMC r 
tains control over the United States copper supply. 

Recalling administration predictions that a worldwide scarcity of copper wi 
last until 1955, the Representatives commented: “If the IMC continues in 
business in the same way, it will have the power, for at least 3 more years 
regulate the production rate of the automotive industry in this country, and 
hence the IMC will have the power of economic life or death over hundreds ot 
thousands of workingmen in auto plants plus hundreds of thousands of others 
in supplier plants.” 

The Congressmen who issued the IMC report are members of a committee that 
was appointed on March 10 by Representative Martin to make a study of IM 
actions insofar as they have affected employment in the automotive industry 
Committee members are Representatives George A. Dondero, of Michigan, chair 
man; C. W. Bishop, of Illinois; Shepard J. Crumpacker, Jr., of Indiana; Gerald 
R. Ford, Jr., of Michigan: Ralph Harvey, of Indiana; Norris Poulson, of al 
fornia; Edmund P. Radwan, of New York; Lawrence H. Smith, of Wisconsit 
and Ruth Thompson, of Michigan. 
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The committee was formed at a meeting on March 10 of 70 Republican Repre 
ntatives from districts that were suffering considerable unemployment as a 
sult of material shortages that were traceable to activities of the International 
Materials Conference 

In addition to the automotive group, committees were appointed to investigate 
he effects of IMC on the electrical manufacturing industry and on various con 

mer industries, as well as the legality of the IMC itself. The electrical com 

ttee filed its report with Representative Martin on May 3, and the two other 
mmmittees are now completing their studies 

rhe automotive committee sent a copy of today’s report to the legality com 

ttee, which is expected to recommend whatever corrective action is deemed 

table. 

The automotive report showed the United States was the only large IMC 
ember to make a substantial reduction in auto production during 1951. United 
States auto output in 1951 was 15 percent below 1950, but France was up 25 

recent; Western Germany, up 22 percent; Italy, up 14 percent; and Britain, 
down only 6 percent 

While American workingmen were being laid off in large numbers,” the com 

ttee said, “jobs in foreign auto plants were multiplying or showing only a 

cht contraction. This apparently is the IMC’s idea of an equitable sharing 

the burdens of rearmament.’ 

The report concluded: 

“This committee believes there can be no job security in the automotive in 
lustry as long as the International Materials Conference is allowed to control 
e supply of copper or any other material that is a basic requirement of the 
dustry So far IMC has brought just one thing to the industry—unemploy 

nt—and there is no reason to believe that its effects in the future would 
ny less damaging. 


be 


‘The committee wishes to point out, as firmly as it knows how, that no one 
hould be lulled into complacency by the fact that material allotments to the 

to industry have now been increased and that consequently unemployment 
is lessened. As long as the copper shortage continues—and the administration 
ivs that will be at least until 1955—and as long as the International Materials 
Conference undertakes to dictate how the free world supply should be distrib 
uted, there will be the danger that this supercartel once again will take actions 
requiring deep cutbacks and layoffs in United States auto plants 

‘As this report has shown, IMC brought considerable distress to American 
1uto workers at a time when other auto-making countries in IMC were expanding 
their production. This committee believes a cruel injustice has been done to 
American auto workers.” 


REPORT TO REPRESENTATIVE JOSEPH W. MARTIN, JR., OF MASSACHUSETTS, REPUBLI- 
CAN LEADER OF THE HOUSE, ON THE AUTOMOTIVE INDUSTRY AND THE INTERNA- 
rITONAL MATERIALS CONFERENCE 


Report is by a specially appointed committee of the following nine House Repub 
licans: Representative George A. Dondero, of Michigan, chairman; Representa 
tive C. W. Bishop, of Illinois: Representative Shepard J. Crumpacker, Jr., of 
Indiana: Representative Gerald R. Ford, Jr., of Michigan; Representative 
Ralph Harvey, of Indiana: Representative Norris Poulson, of California; 
Representative Edmund P. Radwan, of New York; Representative Lawrence 
H. Smith, of Wisconsin; Representative Ruth Thompson, of Michigan 


BACKGROUND 


This is the report of a committee of nine Republican Members of the House 
of Representatives who were requestel to make a study of the actions of the 
International Materials Conference insofar as they have affected the automotive 
industry. 

The committee was appointed on March 10, 1952, by Representative Joseph W. 
Martin, Jr., of Massachusetts, the House Republican Leader, at a meeting of 
some 70 Republican Representatives from districts that were suffering consider- 
able unemployment as a result of materials shortages. These shortages were 
due in large part to the activities of the International Materials Conference. 

At that meeting Representative Martin also appointed committees to examine 
the effects of the IMC on the electrical manufacturing industry and on various 
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consumer industries, as well as the legality of the IMC itself. The committee 
on the electrical manufacturing industry filed its report with Mr. Martin on M 
8, 1952, and the two other committees are now completing their studies, 

Che electrical manufacturing committee related the history of the IMC, show 
ing how it had evolved from a meeting in December 1950 between Presid 
Cfruman and Clement Attlee, then Socialist Prime Minister of Great Brit 
Since its formal organization as a worldwide body with 28 member nations, the 
IMC has placed seven basic materials under allocation—sulfur, tungsten, molyt 
denum, copper, zinc, nickel, and cobalt. In other words, the IMC tells the United 
States and other member nations the amount of each material it may consume: 
Although the administration has stated that IMC allocations are purely volun 
tary and can be accepted or rejected by each country, the plain facts, as they 
came to the attention of the committee on electrical manufacturing, are that tl 
IMC exercises complete control over distribution of the seven materials 

The report of the electrical manufacturing committee emphasized IMC acti 
ties regarding copper, inasmuch as copper is the basic material controlling 
output of most electrical items. The committee report showed that the Unit 
States rightful share of the free-world copper supply, according to the formula 
set forth by United States officials, is 55.6 percent of the total. However, our 
copper allocation by IMC is only 49.1 percent of the total—a deficiency of 6.5 
percent. This deficiency is equal to 214,000 tons of copper a year, which means 
the committee said, that the United States is being shortchanged by that amouw 
As a result there has been widespread unemployment in the electrical industry, 

: well us in many others, 


HOW COPPER HAS RESTRICTED AUTOMOTIVE EMPLOY MENT 


Copper has also been a controlling factor in determining production and e1 
ployment in the automotive industry. Production of passenger cars reached the 
quarterly rate of 1,900,000 vehicles in the third quarter of 1950. Then, afte 
military production began to pick up after the start of the Korean war, a general 
material shortage set in. By the first quarter of this year the production quota 
of the automotive industry had been reduced to 1 million passenger cars, 

However, by that time the supply of copper was the real determining element 
insofar as production and employment were concerned. The administration alk 
cated sufficient copper for only 930,000 passenger cars in the first quarter of 1952 
At the same time, manufacture of military goods in automobile plants was st 
not large enough to take up the slack in employment. Great distress resulted 
In Michigan alone the number of jobless receiving unemployment insurance rose 
to 124,276, and the working hours of those with jobs were shortened considerably 
The results were all too plain to see—penniless families, breadlines and despair 

The administration's initial plans for the second quarter of 1952 would have 
caused even more suffering. It was planned to reduce the allowable productior 
quota to 930,000 passenger cars but with copper allocations for only 800,000 cars 
This would have meant a production cut of 130,000 cars and a layoff of 65,000 
additional workingmen. 

There was, however, a broad wave of protest against the administration's plar 
for additional unemployment, particularly because of a general lack of confidence 
in the administration’s handling of the material problem. The administratio 
taking note of the protest, then increased the allowable production quota to 
1,050,000 cars, with material allotments for 1 million Unemployment began to 
ease and by early May the number of jobless in Michigan fell to 49,197. 

For the third quarter of 1952 production of 1,150,000 cars has been autho! 
but material has been allotted for only 1,050,000 cars. Thus, the industry is still 
operating well below its potential. 


EFFECTS OF AUTOMOTIVE CURTAILMENTS 


The automobile industry is, of course, concentrated in the Detroit area and 
the distress that has resulted from the copper shortage has been most severe in 
and around that city, Many other localities which feed materials and parts t 
the auto plants have likewise been hit hard. For example, a recent survey of 
labor markets by the United States Department of Labor showed substantia 
unemployment in the following places as a result of cutbacks in automobile 
output: 
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California: Los Angeles Minnesota: Minneapolis-St. Paul 
Delaware: Wilmington Missouri: Kansas City 
Indiana: New York: Buffalo 
Muncie Ohio: 
South Bend Canton 
Michigan : Cincinnati 
Bay City Cleveland 
Flint Columbus 
Grand Rapids Dayton 
Jackson Wisconsin: Milwaukee 


Lansing 

Saginaw 
his list is merely a sample of the direct unemployment that resulted from 

insufficient supply of copper allocated to the United States by IMC. It 
ild be remembered that the automobile manufacturing industry reaches into 
e economy of every State. Throughout the country there are many hundreds of 
ms, large and small, supplying the raw materials and semifinished goods that 

ito an automobile Massachusetts, for instance, furnishes te for up 
stery, steel, plastics, and paint. Ohio furnishes glass, aluminu steel, coal, 
ium, and rubber. Alabama supplies iron ore, limestone, coal, turpentine, 
ixite, steel, aluminum, cotton, and textiles Kansas furnishes hides, salt 
id, paint, zine, cadmium, petroleum, asphalt, and carbon black. Oregon fur- 
shes woodpulp, paper, chromium, lumber, aluminum, mercury, and antimony 
When an organization like IMC disrupts the American economy there is 
carcely a city or town that escapes the effects. When the IMC causes unneces 

curtailment in the automotive industry because of artificial rest 
e United States supply of copper, the decline in wages and employ 


d reechoes from coast to coast 


UNTIED STATES MAKES BIGGEST CUT 


\ principal argument for IMC is that it is necessary in order to insure that 
the non-Communist nations will be able to obtain the necessary materials to 
ilian industries The IMC, this argu 


rearm and to maintain their essential « 
ent states, is essential so that scarce materials may be put on a share-and 
share-alike basis. 
This argument does not stand up when the facts are scrutinized An analysis 
of automobile production in the principal manufacturing countries of the free 
rid shows that the United States was the only country to show a 
reduction in 1951. In every other country, with the exception of Bri 
duction in 1951 was greater than in 1950, even though the rearmajmen 
supposedly was being stepped up following the start of the Kore 
the case of Britain the reduction was much smaller than in the Un 


Automotive production in 1951 compared to 1950 


Percent | 
ince i 1.24.95] Great Britain 
Vestern Germany sabia - .40} United States 
Ly —— +13. 85 | 


In other words, while the United States automotive industry was contracting 
drastically because of the copper and other shortages, foreign auto makers were 
booming or making only a small reduction. While American workingmen were 
ing laid off in large numbers, jobs in foreign auto plants were multip! g 
showing only a slight contraction. This apparently is the IMC’s ide: 
equitable sharing of the burdens of rearmament 
When Manly Fleischmann, Defense Production Administrator, appeared 
the Senate Banking Committee on March 21, 1952, he was asked whether foreign 
nations are cooperating in using their material allocations in the manner that 
will contribute most to the defenses of the free werld,. Mr. Fleischmann replied: 
“I do not believe * * * that it would be sound policy for any international 
nization to tell any member nation what use it should make of . 
that is allocated to it for general use, and I want to give you two 
why I think that. It is true, I think, that England has inereased th 
f 1 or 2 items like automobiles. On the other hand, our second biggest 
perhaps our biggest use of copper is in construction, and what has | 
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Canada done in construction? They have absolutely stopped it. There has 
been a new school built in England literally, I am told, since the war.’ 
{Emphasis supplied. ] 

Mr. Fleischmann went on to admit that although the United States has 
rigid system of allocations—the controlled materials plan—for parcelling 
whatever copper is allotted to the United States by IMC, the administrat 
has not the slightest interest in seeing whether other countries are likey 
using their allocations in the best interests of stopping communism. The only 
explanation Mr. Fleischmann offered for this position is the one stated aboy 
that while England was making only a small cut in automobile productio: 
“absolutely stopped” construction of new schools. 

The facts, as they have come to the attention of this committee, are quite {] 
opposite, 

A study published by the British Information Services, an official agency of 
the British Government, dated February 1952, had the following to say on the 
subject of “The Provision of New Schools” in a report of a debate on education 
that took place in the House of Commons in July 1951: 

“The then Parliamentary Secretary to the Ministry of Education, David Har 
man, spoke on behalf of the Government. He said that by January 1954 ther 
would be 1 million more children than there were in January 1947, and by 1959 
the increase would reach 1,380,000. In addition, the school life of each child 
has been lengthened by 1 year. This has demanded an increase in the tot 
number of school places of about 20 percent By June 1951, 525,000 of the 
quired 1,150,000 new places were in use, dnd 414,000 were under constructi: 
it the current rate of progress, the remaining 211,000 places should be provid: 
in time The new schools, moreover, would be provided in those parts of the 
country where they were most needed. Until 1951, four-fifths of new schoo 
building has been for primary schools, but the balance had been changed 
in future secondary building would predominate.” [Emphasis supplied. | 

Far be it from this committee to begrudge the children of Great Britain 
opportunity for proper schooling, but the fact remains that the quotation cits 
above demolishes the justification advanced by Mr. Fleischmann for the cutbacks 
and layoffs in automotive centers that have been caused by the administratio 
through its activities in the IMC. The committee is also constrained to poi! 
out that Mr. Fleischmann, as the top-level administration official who came 
before a congressional committee as the responsible spokesman on the IMC, 
showed a surprising lack of knowledge on an IMC matter affecting the lives of 
so nany American citizens. 

The real explanation of the condition described above—namely, that the IM¢ 
is working to the detriment of American producers, workers, and consumers 
s found in a speech by Edmund Getzin, of the Office of Materials Policy, United 
States State Department, on February 19, 1952. Mr. Getzin, in deseribing how 
the amounts of the material allocations to various countries were determine 
had the following to say: 

“A fixed base does not allow for new industries or expanding economies and is, 
therefore, usually unacceptable to certain countries undergoing rapid ecoonmic 
development. Usually the solution has been to adjust the base in favor of such 
countries upon the submission of acceptable evidence and in recognition of a 
genuine need.” 

What Mr. Getzin is saying is that when one of the other countries wishes to 
expand its automotive industry while American auto workers are being laid off, 
the IMC is perfectly willing to comply. This committee feels sure, however, that 
the average American auto worker, if the question were ever put to him, would 
make quite a different reply. 


MORE LAYOFFS IN THE FUTURE? 


Many of the auto workers who were laid off toward the end of last year and 
the early part of this year have been called back to their jobs as a result of 
larger material allotments in the second quarter of 1952. While this committee 
is gratified that some of the IMC-caused distress has now been eased, it also 
wishes to emphasize there has been no permanent solution. Mr. Fleischmar 
has made the flat prediction that ‘“‘we will not be in balance” on copper before 


1955 
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‘hus, if the IMC continues in business in the same way, it will have the power, 
it least 3 more years, to regulate the production rate of the automotive in- 
try in this country, and hence, the IMC will have the power of economic 
or death over hundreds of thousands of workingmen in auto plants plus 
dreds of thousands of others in supplier plants. 

Mr. Fleischmann himself has admitted it will be touch-and-go for an indefinite 
od in the auto industry. On March 24, 1952, Mr. Fleischmann announced 
e increase in material allotments to the automobile and other industries but 
dded this warning : 
lhe present easing in the supply provides a welcome breathing spell but we 
ild keep in mind that it could be temporary. A slight tightening of demand 

ild easily throw the balance the other way.” 
rhrowing the balance the other way,” as Mr. Fleischmann puts it—whether 

ught about by the IMC or otherwise—would mean a repetition of the con- 
ons of a few months ago in Detroit and other automotive centers when bread 

nes were the order of the day. 

Last January when the National Production Authority was threatening to re- 
e second-quarter production from 930,000 passenger cars to 800,000, the sav- 

gy in copper from the reduction was estimated to be only 3,000 tons. To achieve 

s saving, it would have been necessary to lay off an additional 65,000 working- 

Yet, the committee of Republican Representatives that studied the elee- 
al manufacturing industry reported the IMC has short-changed the United 
States by 214,000 tons of copper a year. 

Our committee cites the 2 figures—3,000 tons and 214,000 tons of copper—in 

der to show the tremendous effect of even relatively small variations in IMC 
sions. When an organization like IMC gets into the business of controlling 

e resources of the entire non-Communist world, its errors likewise will be on a 

global scale. 


CONCLUSION 


This committee believes there can be no job security in the automotive in- 
stry as long as the International Materials Conference is allowed to control 
e supply of copper or any other material that is a basic requirement of the 
dustry. So far IMC has brought just one thing to the industry—unemploy- 


ment—and there is no reason to believe that its effects in the future would be any 
ess damaging. 

The committee wishes to point out, as firmly as it knows how, that no one 
should be lulled into complacency by the fact that material allotments to the 
auto industry have now heen increased and that consequently unemployment has 
essened. As long as the copper shortage continues—and the administration 
says that will be at least until 1955—and as long as the International Materials 
Conference undertakes to dictate how the free world supply should be dis- 

buted, there will be the danger that this supercartel once again will take 
ictions requiring deep cutbacks and layoffs in United States auto plants. 

\s this report has shown, IMC brought considerable distress to American auto 
workers at a time when other auto-making countries in IMC were expanding 
their production. This committee believes a cruel injustice has been done to 
American auto workers. 

Copies of this report are being transmitted to the committee of Republican 
Representatives that is studying the question of the IMC’s legality. The latter 

umittee is expected to recommend whatever corrective action is deemed 
suitable. 


JENISON REPORT 


\ committee of 10 Republican Representatives declared today that the Interna- 

nal Materials Conference, a 28-nation body controlling the distribution of 
even basic commodities, “has operated to the detriment of United States in- 
tere sts.” 

Completing a 3-month study, the Congressmen said that IMC, by placing 
artificial and arbitrary limits” on the amount of key materials that may be 
msumed in this country, “has hobbled our economy at a time when national 
curity demands that the economy be kept at maximum strength.’ 
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The committee report was transmitted to Representative Joseph W. Marti) 
Jr., of Massachusetts, House Republican leader 





Our economy has a twofold job—to turn out weapons for defense and to tu; 
out sufficient civilian goods to prevent inflation from getting out of hand, 
colnmittee said Any agency that interferes unnecessarily with these goals 
deserving of censure, and this we believe to be true of IMC. 
































Its outstanding contribution has been to cause widespread unemployment 
many industries and financial hardship for many firms. Small business 
. ment of business that is least al 






Ul 





ile to bear it—has been particularly damag: 
Our committee has seen enough of IMC’s activities to convince us tha 
the IM¢ allowed to continue and expand, as its sponsors plan, its long 
effect be to cripple our industrial machine, bring about heavy unemploy 
and lower our standard of living.” 






The Republican committee 





was appointed March 10 by Representative Ma 
at a meeting of some 70 Republican Congressmen from areas that 






were sulle 
bstantial unemployment as a result of materials shortages. The shortages, thx 
Congressmen said, were due largely to IMC actions 
Members of the committee reporti 












ng today were Representatives Edward H 
Jenison, of Illinois, chairman; Homer D. Angell of Oregon; William H. Ayre 
©) Page Belcher of Oklahoma; Fred L. Crawford of Michigan: H. R. ¢ 
of lowa; Cecil M, Harden of Indiana; Charles J. Kersten of Wisconsin; Do 
W. Nicholson of Massachusetts; and John P 








Savlor of Pennsylvania 


hres ( | committees were appointed by Representative Martin at 
March 16 meeting \ committee to investigate the effects of the Internati« 
Mate Conference on the electrical manufacturing ndustry reported Ma 
I it the IMé Let shortchanged” th United States by 214,000 tons of coppe 





ven} using much unemployment in the electrical and other copper-using in 









ttee reported May 24 that 





IMC, by untairly rest 






United States copper Consumption when other countries were expandin 
auto production or showing only a slight decrease, has done “a cruel injust 
to American auto workers Another Republican committee, on the legality of 


INI is expected to complete its report shortly 





| report of the Jenison committee analyzed IMC actions as they have affect 
S r, newsprint, construction, agriculture, and small business. 

rhe committee declared that the IMC imposed an export quota on the Unite 
States for sulfur and that domestic users had been cut back by 10 percent 


order to meet the quota “In other words,” the committee said 



















a large part 
United States production is being withheld from our own people so that it may 
sent abroad.” But the IMC makes no attempt, the committee added, to see 







the foreign countries use the United States sulfur for defense purposes. Sulft 
is essential for a wide variety of products, from tanks and planes to crops 














ouch its control of newsprint, the committee said, the IMC “wields a sti 
egic power over the free world’s press.” While IMC has not issned any over 


allocation of newsprint, it has issued four “emergency allocations” to 18 fore 








i 
countries The newsprint was obtained by “diversion” from contracts betwet 
Canadian and United States mills and publishers. The committee said, “When 
control over newsprint is turned over to a body like the IMC, the mechanism 
possible future destruction of the press comes into being.” 

The committee asserted that the copper shortage has been aggravated by the 
IMC and that this in turn contributed to a slow-down in building 





construction 







and to a curtailment in manufacture of farm machinery and equipment he 
committee said that whether farmers’ requirements for machinery next y 
will be satisfied is a question that “will be determined in considerable pa 


the amount of copper available in the United States—a matter which up un 
now has been determined by the IMC.’ 

The committee cited the jewelry industry as typical of how small business 
has been damaged by the IMC. The committee declared the jewelry industry 
“has been going through a difficult situation,” due partly to the copper shorta 
and warned that in the months ahead the IMC, if still in control of essent 
materials, will “decide the fate of thousands of small firms in the jewelry an 
other fields.” 
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ORT TO REPRESENTATIVE JOSEPH W. MARTIN, JR., OF MASSACHUSETTS, RepuUBLI- 
\N LEADER OF THE HOUSE, ON THE INTERNATIONAL MATERIALS CONFERENCE AND 
VARIOUS CONSUMING INDUSTRIES 


Report is by a specially-appointed committee of the following 10 House Repub- 
icans: Representative Edward H. Jenison of Illinois, chairman; Representa- 
tive Homer D,. Angell of Oregon; Representative William H. Ayres of Ohio; 
Kepresentative Page Belcher of Oklahoma; Representative Fred L. Crawford 

Michigan; Representative H. R. Gross of lowa; Representative Cecil M 
Harden of Indiana; Representative Charles J. Kersten of Wisconsin; Repre- 
entative Donald W. Nicholson of Massachusetts; Representative John P, 
ivylor of Pennsylvania 


BACKGROUND 


his is the report of one of the four committees of Republican Representatives 
10 have been requested to make an investigation of the International Materials 
ilerence, 
hese committees were appointed on March 10, 1952, by Representative Joseph 
Martin, Jr., of Massachusetts, the House Republican leader, at a meeting of 
e 70 Republican Congressmen representing areas that were suffering substan 
| unemployment as a result of materials shortages. These shortages were due 
gely to the activities of the International Materials Conference 
lwo of the committees have already reported to Representative Martin-—those 
idying the effects of the IMC on the electrical manufacturing and the automo 
ve industries. This committee was requested to examine the effects of IMC on 
ous other consuming industries. The fourth committee, on the legality of 
e IMC, is expected to complete its report shortly. 
The International Materials Conference is a worldwide body with 28 member 
itions. It has placed seven basic materials under complete allocation—sulfur, 
gsten, molybdenum, copper, zinc, nickel, and cobalt. (Zine was removed from 
ocations on May 27, 1952.) In addition, “emergency” allocations of newsprint 
e been made, 
The IMC grew out of a meeting in December 1950 between President Truman 
nd Clement Attlee, then Socialist Prime Minister of Great Britain. The chief 
netion which IMC has undertaken is to tell the United States and other member 
nations the amount of each material it may consume. In effect, therefore, IMC 
a supercartel that has given itself complete jurisdiction over seven of the 
ey commodities in our industrial society. 
the report of the electrical manufacturing committee, filed on May 8, 1952, 
leclured that under the IMC formula set forth by United States oflicials, the 
United States has been shortchanged by 214,000 tons of copper a year The 
ipply of copper has been the factor controlling the output of most electrical 
ems, and this deficiency has been responsible for much of the widespread 
employment in the electrical and other copper-using industries, 
The report of the automotive committee, filed on May 24, 1952, declared that 
e IMC, by restricting United States copper consumption, brought considerable 
distress to United States auto workers at a time when other auto-making coun 
es in IMC were expanding their production or showing only a slight decrease. 
Che committee stated “a cruel injustice” has been done to American auto workers. 


t} 


CONTROL OVER SULFUR EQUALS CONTROL OVER UNITED STATES ECONOMY 


One of the best tests of the International Materials Conference is its treatment 
of sulfur. Sulfur is one of the most important basic raw materials. Guns, ships, 
tanks, planes, crops, clothes, newspapers, rubber, automobiles, and hundreds 
of other items depend on sulfur. As it happens, the United States is the 
principal world supplier, contributing some 90 percent of the free world’s total 
onsumption. 

Sulfur has been under IMC allocation since the third quarter of 1951 An 
allocation plan was established for that quarter, the fourth quarter of 1951, and 
for the first 6 months of 1952. Under each allocation plan, the largest export 

iota was, of course, assigned to the United States, with smaller quotas for a few 
dditional countries 

From the view point of the United States, the essential fact about sulfur is 
that we produce far more than we ourselves need. During 1950, for example, the 
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United States produced 


5.334,000 long tons of crude sulfur and consumed 
4 million tons 


However, in order to meet the export quota that was imposed by the IM¢ 
National Production Authority restricted United States sulfur users to 90 per 
of their 1950 consumption In other words, a large part of United States p 
duction is being withheld from our own people so that it may be sent abroad 

An amazingly frank opinion regarding the United States action was expres 
in an article in the December 29, 1951, issue of the 


because the British envisioned similar generosity by the United States in oth 


tields. The Economist said regarding the sulfur deal: 

The sulfur shortage was the most serious threat to the western world, for 
is used in almost every industry. The United States * * * found that its 
serves were dwindling rapidly; in October, 1950, it announced that it 
have to curtail its exports drastically. Already, before the IMC was set 
the United States had instituted a system of allocation, but it agreed to in 
sulfur among the materials to be considered by the conference. The 


sulfur ce 
mittee in fact obtained from the 


Americans a larger volume of exports than t) 
were originally willing to ship, so that drastic cuts in supply did on take pla 
lt is worth emphasizing first that the United States was willing to run dow) 
reserves in order to set the erample of 


the 


develop alternative sources.” 


international cooperation; secondly, tl 


{Emphasis supplied. | 
Che Economist also commented that the handling of sulfur is one of the | 
istrations of “the working of the conference’ (IMC). Unfortunately, 
committee is quite able to agree with the Economist, for we have found a nut 
of other instances where the best 
scanty consideration 

While the NPA-ordered reduction of 
extreme serious matter to practically every United States user, the Administ 
tion h 


then Defense Production Administrator, appeared before the Senate Banki) 
Committee on May 15, 1952, he commented that the “deprivation of any domest 
consumer of sulfur has been very minor at any time.” 

It is astonishing, to say the least, that a top-level official like Mr. Fleischn 
would take such an atitude when the facts are that the 
output which the Nation is endeavoring to make under the defense progra 
can be maintained only with an adequate supply of sulfur 

Mr. Fleischmann 


increase in industr 


vas asked whether other IMC members are making 
sacrifice in sulfur consumption. He replied: 
I cannot answer that question categorically except to say that there has be« 
eneral reduction of civilian use of natural sulfur throughout the world in ord 
to accommodate the increased military use.” 

Mr. Fleichmann was apparently reflecting IMC’s view that it 
what any member does with 


i 


does not ¢ 
the scarce materials allotted it. In its report 
operation covering the period February 26, 1951 to March 1, 1952, IMC 
mented as follows regarding sulfur: 

“The Committee (IMC Allocation Committee) felt that 


it must be left to « 
government 


with due regard to economy in use and to substitution.” 

This is cold comfort to a hard-pressed United States sulfur consumer, wh 
not given even a shred of assurance that the sulfur which is being denied to him 
being used in some other country to support the rearmament effort. 

Attempts to determine exactly what use has been made of allocated commod 
ties like sulfur have not fared very well. Derek Brooks, of the Office of Interna 
tional Trade, Department of Commerce, and United States alternate represent 
ative on the IMC’s sulfur committee, appeared before the House Newsprint Sul 
committee on May 24, 1951 Mr. Brooks was testifying regarding the system 
export controls that was in effect even before the IMC’s first allocations. Ques 
tioned about the reason for an increase in Britain’s import quota, Mr. Broo 
said the British “had found it necessary (because of a sulfur shortage) to redu 
their production of rayon.” Then the following ensued : 

“Representative CHARLES A. WOLVERTON, of New Jersey. Was the rayon indus 
try considered by you authorities as promoting the defense effort? 

“Mr. Brooks. I do not know what proportion of rayon goes into tire fabri 
truck and passenger tires, but I believe it is substantial. 


London EKeonomist. Th 
article was highly friendly to the entire idea of supercartels like IMC, perhaps 


allocation was based on export quotas, though countries were recommended t 


is attempted to shrug off the effects of the cut. When Manly Fleischman: 


com 


to decide what use should be made of the sulfur which it obtained 


interests of the United States have been giver 


10 percent in sulfur consumption is an 


a ke 








would 


STOCKPILING STRATEGIC AND CRITICAL MATERIALS 1095 


Mr. WoLVERTON. Would it not seem to be important to ascertain to what extent 
as deemed necessary for us to maintain the rayon industry of Great Britain 
iuse it is not materially beneficial to the defense effort, then it can only be 
ified on the basis that it was necessary for us to maintain the British rayon 
istry? 

Mr. Brooks. I am not quite sure it is practical, Mr. Congressman, for us in 

eening requirements to follow where sulfur goes to It enters so broadly into 
istrial processes and the economy generally, I do not think it is practical for 

to do that. 

Mr. WoLtverton. You do not think it is practical then for our Government 
ils to look into the end use of a material or commodity that is in short 

pply. that it is easier to cut it off from our own rather than inquire what 
is to be made of it?” 

Representative Wolverton summarized very accurately the Administration's 
tude, not merely toward sulfur, but toward the other commodities as well 
t are controlled by IMC. 

When Mr. Fleischmann appeared before the Senate Banking Committee on 
vy 15, 1952, he issued what can only be interpreted as a prediction that the 
fur shortage will be short-lived. Speaking of the 10 percent cut in domestic 
Mr. Fleischmann said “even that has only been in effect for a short time, and 

nk we are likely to get back to the higher level.””. [Emphasis supplied. ] 

However. an opposite forecast has come from the IMC In its report on 

erations IMC declared: 

Estimated (sulfur) requirements for 1952 are considerably in excess of esti 

ted production for 1952, showing an estimated deficit of 1,700,000 long tons 

fur content Preliminary fiqures for 1958 indicate a continuing shortage of 
orimately the same magnitude.” [Emphasis supplied. ] 

Perhaps the most charitable comment that can be made is that even world 
nners are subject to rather wide human error It is too bad. thong that 

e effects of their errors have to be shared so widely 

{nother case of contradictory statements has come to the attention of this 
mittee, When Gabriel T. Ticoulat. then Deputy Administrator of the Defense 

Production Administration and United States representative on the IMC’s Central 
roup, appeared before the Senate Banking Committee on March 21, 1952, to 

in the record a detailed discussion of IMC’s various commodity allocations 

said of the sulfur allocations: ‘‘These recommendations have been accepted 
overnments,.” 

But the IMC’s own report. speaking of the allocation for the first half of 

952 said: “The recommended allocation was approved by the (IMC allocation) 
nmnittee, althouah individual members made some reservations in regard to 

allocation. as a whole and to the quantities made available to individual 


fries 


It goes without saying that full and forthright disclosure of the internal 
rkings of IMC would be a distinct improvement over the present system 
When the United States agrees, as it has done. to make available to the rest 
the world a large portion of its precious sulfur, the theory is that other 
untries are making similar sacrifices, each in its own way However, the 
ted Press reported the following from Mexico City on February 29, 1952: 
The Mexican Government today banned exports of sulfur until domestic 
eeds are satisfied.” 
Mexieco’s export quota under IMC for the first half of 1952 was 12,000 long tons 
t apparently Mexico intended to see that its own people’s needs were satisfied 
hefore it tried to take care of the rest of the world 
This commitee wishes to emphasize that the effects of the IMC-caused snuifur 
restrictions extend to every phase of our life, from the largest oil refinery to 
e smallest farmer. Dr. James Boyd, then Director of the United States 
Bureau of Mines, testified as follows on February 8, 1951, before the House 
Newsprint Subcommittee: 
Your whole agricultural industry largely is dependent on the production 
sulfur for fertilizer. Your industrial processes, petroleum refining. paper 
duction, for the synthetic fibers and all those things, depend on sulfur. It 
one of the most crucial parts of our modern industrial economy. It is a vital 
irt 
lo understand the crucial power being wielded by IMC, one need only sub 
stitute the word “IMC” for the word “sulfur” in the above paragraph. 
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NEWSPRINT DIVERTED FROM UNITED STATES PRESS 


While IMC has not issued any overall allocation of newsprint, it has taken a 
drastic step with far-reaching ramifications and implications. IMC has issued 
i} so-called emergency allocations involving 33,650 metric tons of newsprint, which 
Wiis Sent to 1S countries, 

When one of these emergency allocations was announced by IMC on Ju 
22, 1951, the following significant statement appeared in the news release: 

As suflicient newsprint for this emergency allocation was not obtainable 
through normal trade channels, the newsprint allocated will be supplied fri 
North American sources by diversion from contracts between Canadian ay 
United States mills and publishers in these countries. These publishers, there 
ore, are forgoing those supplies of newsprint in the interests of the press of 
the recipient countries.” [Hmphasis supplied. | 

In other words, the IMC took it upon itself to tear up contracts for our ney 
papers’ basic raw material—newsprint. This occurred at a time when United 
States newspapers were desperately short of paper and were using every resource 

stretch out their limited supplies. \ number of newspapers, particularly 
the smaller ones, have been on the verge of being forced out of business because 
of a lack of paper. Many newspapers which have succeeded in staying 

isiness have been forced to curtail the amount of news they are able to publis 
ind many others have been forced to restrict their circulation. Furthermore, t 

ablishment of new newspapers has been made almost impossible because 
the lack of newsprint 

Our committee calls this action by IMC to the particular attention of the 
committee of Republican Representatives that is studying the question of IMC’s 
egality It is clear that IMC has given itself a power over domestic matters 
that not even our own Government bodies possess. The United States Constitu 
tion, in article I, section 10, provides: “No State shall * * * pass any * 
law impairing the obligation of contracts.’ Yet this is precisely what thi 
IMC has done 

Che importance of the IMC’s action in overriding private newsprint contracts 

nnot be stressed too heavily. Our Republic cannot function without a free 
press. <A free press cannot function without newsprint. When control of news 
print is turned over to a body like the IMC, the mechanism for possible future 
destruction of the press comes into being. And if IMC can wipe out contracts in 
one field, what is to prevent like action in any other field? 

Where did the IMC newsprint go? Yugoslavia was one of the recipients. Is 

nyone so naive as to think that Tito used this paper to sing the praises of 
democracy and the free world? Is anyone so innocent as to think that the paper 
that was taken from United States newspapers was used to tell of the tyranny 
and persecution that Tito has imposed on the Yugoslav people? 

This committee wishes to warn that in the case of newsprint, as in other 

mmodities, no one Should be lulled by the IMC’s recent display of modesty 
in using its powers. The IMC announced on April 16, 1952, that no additional 
newsprint allocations will be made at this time. Let it be noted that IM¢ 

le clear it intends to hold on to its powers and to use them when it so 
The announcement declared bluntly that “the (IMC allocation) 
committee has been directed to keep free world newsprint problems under 
review.” and that “all member countries have agreed to consider recommenda 
tions for the resumption of allocation plans should circumstances require.” 
{Emphasis supplied. ] 

The Newsprint Subcommittee of the Senate Small Business Committee reported 
on April 6, 1952, that “the shortage of newsprint is a perennial and recurring 
problem.” If this estimate proves correct, it is easy to see how the IMC, if 
given the opportunity, will continue to wield a strategic power over the free 


world’s press. 
CONSTRUCTION HELD BACK BY COPPER SCARCITY 


The copper shortage, which has been aggravated by IMC’s restrictions on 
United States consumption, has been an important factor in a drastic slowing 
lown of building construction. 

The New York Building Congress, Inc., representing all segments of the 
industry in New York City, including labor unions, made a report December ° 
1951, on the desperate conditions at that time. The report stated that residential! 
construction in New York City had decreased 52 percent in the first 10 months 
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if 1951, and that nonresidential construction had decreased by 66 percent in 
he first 9 months. Asa result, there was a drop in fleld employment of mechanics 
ind laborers of approximately 40 percent. 

During the fourth quarter of 1951 copper allocations to manufacturers of 
building equipment and appliances were only about 50 percent of the amount 
ised before the Korean war, according to the magazine Architectural Forum. 
While building materials have eased since that time, some phases of construction 
have been lagging behind last year. According to the United States Depart- 

ent of Labor, expenditures for private residential building in the first quarter 

f 1952 were down 16 percent from the same quarter of last year. Heavy con- 

ction generally, according to the trade journal Engineering News-Record, 
the first 21 weeks of this year was 10 percent below last year 

Mr. Fleischmann himself has warned that the continuing copper shortage will 

d down the volume of industrial and commercial construction. In announcing 

creased material allocations on March 17, 1952, Mr. Fleischmann said : 

It is my belief that by the fourth quarter of this year we will be able to 

sume something close to normal rates of construction in the commercial field, 

because copper is likely to replace structural steel as the principal limiting 
for on new construction, we are urging builders and architects to continue 
imum conservation of that material, and we will naturally have to give 
ferential consideration to projects which use a minimum of scarce materials.” 

Emphasis supplied.] 

(he committee believes a postscript should be added to Mr. Fleischmann’s 

tement—namely, a reminder that the IMC is playing a large part in causing 

pper to become, as Mr. Fleischmann puts it, “the principal limiting factor on 
new construction.” 


IMC ACTIONS REACH INTO NATION’S FARMS 


Another place where the IMC-aggravated copper shortage shows up is in the 
manufacture of farm machinery and equipment. 

Secretary of Agriculture Charles F. Brannan told a House Appropriations 

ibcommittee on January 25, 1952, that “allotments of steel, copper, and 

uminum for the first quarter of 1952 are sufficient to produce only 70 to 75 
percent as much equipment as farmers’ requirements.” A later report by 
Mr. Brannan showed that while the equipment shortage turned out to be less 
serious than anticipated, it was nonetheless a very real factor to many farmers. 
Mr. Brannan stated on May 12, 1952, following a nationwide survey by his De- 
artment that-“the rate of manufacture of these essential production tools as a 
result of curtailment of critical materials since midyear 1951 is now about 15 
percent below farmers’ current needs.” 

rhe unemployment that resulted was spotlighted in a release of the United 
States Department of Labor, dated April 3, 1952, on conditions in the farm 
machinery industry. The release declared that “as many as a third of the 
ndustry’s firms had fewer rather than more workers this past January than 

January a year ago. Many plants have had to make cutbacks in production 
since January 1951 because of materials shortages and restrictions, and some 
have had to make more than one adjustment during the year.” 

While farmers were apparently getting by despite some lack of machinery 
ind equipment, Mr. Brannan did point out the importance to farmers of a 
plentiful supply of mechanized tools. “Our farmers are being asked this year 

meet production goals which are the highest in history,” Mr. Brannan warned. 

They will have to accomplish this with only slightly more acres and with 

nsiderable fewer farmworkers than have been available in recent years.’ 

Mr. Brannan also predicted that farmers’ requirements for new farm machinery 
nd equipment for the 1953 crop year will be slightly higher than current needs, 
nd that “requirements for repair parts are climbing at a faster rate.”’” Whether 

not these requirements will be satisfied will be determined in considerable 
part by the amount of copper available in the United States—a matter which, up 
intil now, has been determined by the IMC. 


IMC’S POWER OVER SMALL BUSINESS 


One of the most unfortunate aspects of the International Materials Conference 

s that the damage it has caused has been felt particularly by small business. 

Small firms are far more vulnerable to materials shortages than are large corp- 
39888—54—pt. 4-70 
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orations. The average small firm is not equipped to switch readily from the | 
manufacture of one product to another. When the manufacture of its mair 
product is stopped, the small firm generally has no choice but to close its doors 

Its financial resources are so limited that a shutdown for a substantial period 

usually puts it out of business permanently. 

The jewelry industry is a case in point. It has been going through a difficult 
situation due partly to the IMC-aggravated copper shortage. For instance, thé 
United States Department of Labor reported on May 20, 1952, that the jewelr 
industry is one of those which suffered a 10-percent-or-more reduction in py 
duction employment in the year April 1951 to April 1952. 

The Providence, R. I.-Attleboro, Mass., area, where jewelry is one of the princi 
pal industries, has been officially cited by the United States Department of Labor 
as a defense-distressed area. While unemployment there is due primarily to 
tailments in the textile industry, there was also in increase in unemployment 
the jewelry industry of 5,200 persons from January 1951 to January 1952, accord 
ing to R. EB. Gillmor, chairman of a task force that made a study of the area 

The relationship between this unemployment and the IMC may be seen in 
release from the National Production Authority, dated April 14, 1952, announcing 
the following: 

“The applications of 23 producers of jewelers’ findings in the Providence, R. | 
Attleboro, Mass., area for additional controlled materials have been approve 
by the small business hardship account review panel. In turn, these producers 
supply costume jewelry manufacturers with the component parts that go 
pins, earrings, Clips, and other metal ornaments. The applications were p 
dominately for copper brass mill products and were granted in order to prevent 
failure or prolonged shutdown among the producers.” [Emphasis supplied.} 

In other words it was chiefly the supply of copper, whose ultimate control 
in the hands of the IMC, that was determining whether these firms would 
forced to close and lay off their workers. 

At this point the committee wishes to point out that while special “hardshi| 
allocations of the type referred to above, are helpful in alleviating individua 
cases, they do not cure the fundamental situation, which is the United States s 
ply of copper. This fact is borne out by another NPA release, dated April 21 
1952, which reported that the Costume Jewelry Manufacturers Industry Advisory 
Committee told the NPA “a substantial increase” in third-quarter material allot 
ments was necessary “to overcome hardships and avoid widespread unemploy 
ment.” NPA’s answer, according to the release, was as follows: 

“NPA warned industry members to expect continued shortages of copper and 
nickel for civilian items.” [Emphasis supplied. ] 

In other words, it was the IMC that would decide the fate of thousands of 
small firms in the jewelry and other fields. 


“LOADING IN WHOSE FAVOR? 


Mr. Fleischmann told the Senate Banking Committee on May 15, 1952, that 
IMC’s great virtue is that it “loaded in favor of the mobilization effort.” This 
meant, he explained, that “you can through the IMC obtain additional allocations 
to reflect the mobilization effort of the country, which we have done under the 
IMC.” Mr. Ticoulat, then Deputy Administrator of the Defense Production Ad 
ministration and United States representative on the IMC’s central group, gave 
this further explanation before the Senate Banking Committee on March 21, 
1952, in discussing the copper allocations. 

“The method back of the IMC distribution plan was a priority for direct de- 
fense requirements, provisions for minimum strategic stockpiles, and the distri 
bution of the remaining supply for civilian requirements on the basis of co! 
sumption in 1950.” 

The committee of Republican Representatives that studied the effects of IMC 
actions on the electrical manufacturing industry concluded after applying Mr 
Ticoulat’s formula that the United States has been short-changed by 214,000 tons 
of copper a year. Our committee has applied the formula to some of the other 
metals under IMC allocation, with the following results: 

Volybdenum.—The United States contributes some 90 percent of the world’s 
consumption of this material, which is used in hardening steel. All United States 
needs can be met out of domestic supplies. 

Molybdenum was placed under allocation by IMC beginning with the third 
quarter of 1951. The United States was given an export quota. Under the IMC 
allocation, the United States was permitted to consume 77.7 percent of the total 
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free world supply in the third quarter of 1951, 74.5 percent in the fourth quarter 
d 73.5 percent in the first quarter of 1952. But in the average quarter of 
—which was before IMC—the United States consumed 82.7 percent of the 

tal free world supply. 

Che United States, as the most heavily incustrialized country, is carrying the 
largest part of the free world’s mobiliza‘ion effort. The above figures show not 
only that there was no “loading” in favor of the United States economy but there 
was in fact a “loading” against it. 

Vickel.—The IMC allocation gave the United States 64.2 percent of the total 
free world supply in the fourth quarter of 1951 and 68.3 percent in the first quar- 
ter of 1952. But the United States consumed 68.1 percent in the average 1950 
quarter—before IMC. Again, no important “loading” in favor of the United 
States economy. 

Zine.—The IMC allocation gave the United States 48.6 percent of the total 

» world’s supply in the fourth quarter of 1951 and 46.9 percent in the first 

irter of 1952. But the United States consumed 48.2 percent of the total in 

» average 1950 quarter—before IMC. Again, our committee fails to see the 

oading” referred to by Mr. Fleischmann. 

On May 29, 1952, zine was removed from allocation by the IMC. The com- 
mittee feels its duty is to stress that the IMC’s action was a double-barreled one. 
Along with freeing zine from controls, the IMC issued this pointed warning, as 
reported by the New York Times on May 30: 

Officials of the IMC were quick to insist that the supply problem for zine was 
erceptional and that today’s move implied no early termination of the restric- 
tions Which still apply to international dealings among anti-Communist nations 
in copper, sulfur, tungsten, molybdenum, nickel, and cobalt.” [Emphasis 
supplied. ] 

In other words, this supercartel is determined to stay in business 


CONCLUSION 


rhis committee believes that the factual material presented in this report as 
well as in the reports of the committees that studied the electrical and auto 
motive industries adds up to this inevitable conclusion—that the International 
Materials Conference has operated to the detriment of United States interests. 

By placing artificial and arbitrary limits on the amounts of basic commodities 
that may be consumed in the United States, the IMC has hobbled our economy at 
a time when national security demands that the economy be kept at maximum 
strength. Our economy has a two-fold job—to turn out weapons for defense and 
to turn out sufficient civilian goods to prevent inflation from getting out of 
hand. Any agency that interferes unnecessarily with these goals is deserving 
of censure, and this we believe to be true of the IMC. Its outstanding contribu 
tion has been to cause widespread unemployment in many industries and financial 
hardship for many firms. Small business—the segment of business that is least 
able to bear it—has been particularly damaged. 

Our committee has seen enough of IMC’s activities to convince us that if the 
IMC is allowed to continue and expand, as its sponsors plan, its long-range 
effect will be to cripple our industrial machine, bring about heavy unemployment, 
and lower our standard of living. 


EXHIBIT No. 34 


{From volume I of Resources for Freedom] 


REPORT TO THE PRESIDENT BY THE PRESIDENT’S MATERIALS 
POLICY COMMISSION 


NATIONAL EFFORTS AT CONTROL 


The United States has resorted to two different types of action in response 
to the instability of commodity markets. The object of one kind of action has 
been to obtain critical materials which normal market operations could not be 
relied. upon to provide; the other action has been designed to stabilize com 
modity prices On a domestic basis. In a sense, both represent efforts to reduce 
the effects of instability, but both are subject to great limitations as methods 
of stabilizing world prices. 
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Long-term purchase arrangements 
The fear of market instability is one reason why United States long-term pur 


chase arrangements are necessary. They are selectively designed to stimulate 
individual producers to supply certain critical materials in necessary volume 
These long-term purchase commitments with minimum price guaranties relieve 
individual producers of a part or all of the market risk in increasing productio; 

The Commission recommends in Chapter 13 that authority be granted to continue 
these operations after the current emergency ends. But the overriding purpose 
of these purchases, mainly for the stockpile, is to increase materials securit 

not to stabilize markets. In fact, stockpile purchase policies have had destah 
ilizing effects on world markets. It should be possible to reduce disruptive 
effects of such by better programing of purchases. 

However, the long-term materials purchase program of the Government falls 
far short of the objectives of a materials stabilization program directed to the 
continuing and growing needs of the free world. Unilateral action is hardly 
likely to allay the fears of other producing or consuming countries and the pro- 
gram, by providing assurances only to a portion of the market, may generate 
even greater instability among producers with whom long-term agreements ar: 
not made. Moreover, since the commitments are typically floor price guaranties, 
they offer no assurance of restraints on price increases. United States cor 
sumers are, of course, temporarily protected by price controls. 

Domestic stabilization measures 

Attempts to stabilize materials prices and trade within separate countries 
unilaterally, would in all likelihood only aggravate instability in world markets 
Such has often been the result of the various United States agricultural support 
programs which originated in the thirties and employed production controls and 
Government buying in an effort to stabilize prices of the protected commodities 
relative to other commodity prices. 

National stabilization devices for industrial raw materials are clearly unsatis 
factory for two reasons: 

First, to insulate domestic prices against fluctuations of world prices would 
lead to a variety of restrictions on trade—export subsidies to enable domestic 
producers to sell abroad, import quotas to protect them against lower priced 
materials from abroad, and sometimes outright embargoes, such as that im 
posed by the United States on imported butter. Restrictions of this type would 
conflict with the Nations growing need to import industrial materials at the 
lowest price. 

Second, devices of this nature conflict with the principles of commercial policy 
which the United States has been advocating to the world. To extend stabili- 
zation measures to markets for industrial materials such as metals would com 
pound the diffeulties to which our agricultural policy has already given rise, 
and would make it impossible for the United States to fulfill its commitments 
under the general agreement on Tariffs and Trade in which we have taken the 
leadership. (Covering four-fifths of the world's trade, this agreement has led 
to three conferences which, since 1947, have lowered tariff barricades. ) 

The Commission views a strictly national stabilization policy in industrial 
materials as impracticable and highly undesirable. 


INTERNATIONAL EFFORTS AT CONTROL 


The Commission is convinced that the solutions to the problem of materials 
market instability must be sought through international agreements in which 
the United States will have to take a leading part. 

Present actions 

The United States Government already is cooperating with other nations in 
efforts to solve various problems of the materials market. There is no doubt 
that the allocation recommendations of the International Materials Conference, 
which the United States helped to establish, are having some stabilizing effect 
on the prices and markets for materials during the present emergency. 

The United States Government is participating in preliminary work for pos 
sible establishment of an International Cotton Agreement and an International 
Sugar Agreement. It is a party to the International Wheat Agreement and is 
participating in a discussion of its renewal. All these developments reflect 
not only a growing awareness of the need to consider international stabilizing 
action in particular materials but also a recognition of the need to avoid the 
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re restrictive production-limiting features of prewar international stabiliza- 

on devices. 
The inadequacies and evils of the prewar devices for controlling materials 
markets led the United States to oppose them in the postwar period. Inter- 
tional cartels have existed in a wide variety of materials, including steel, 
copper, lead, and zinc, and have affected particularly such specialized fields as 
industrial diamonds and mercury. International commodity agreements have 
been employed in tin and rubber, and in these the governments of producing 
countries took an active role. 
Both cartels and commodity agreements were designed basically to adjust 
pply to variable demand by restricting output and exports of individual pro- 
jucers or producing countries. These restrictions often prevented sharp price 
falls and, by establishing higher prices than would have prevailed under competi- 

n, increased the profit of producers and mitigated the hardships of producing 

uuntries. By enforcing rigid production quotas they assured high-cost pro- 

icers an “equitable” share of the market and obstructed expansion of more ef- 
ficient enterprises. By sharpening restrictions whenever markets were soft, they 
made for a much smaller output over the years than would otherwise have 
taken place. They benefited producers and producer countries at the expense 

f consumers. 

Scarcity rather than abundance is most likely to be the problem ahead, 
in the Commission’s view, and a method of price stabilization that relies al- 
most exclusively on restriction is patently unacceptable. 

After the war, extensive and difficult international negotiations on this subject 
culminated early in 1948 in drawing up chapters V and VI of the Havana 
Charter for an International Trade Organization. Chapter V relates to cartels 
end chapter VI to international commodity agreements. 

In essence, the charter laid down the principle of nondiscrimination in inter- 
national trade and called for reducing tariffs and eliminating tariff preferences. 
It set forth the general rule that quantitative restrictions or quotas should not be 
used to regulate the import or export of any product, save under exceptional 
ircumstances. The chapter on cartels recognizes the futility of removing dis- 
riminations and reducing trade barriers imposed by governments if business 
enterprises are free to create them. It requires prevention of restrictive or 
liscriminatory practices by private firms. 

Chapter VI on international commodity agreements may be viewed basically 
as a qualification of the charter’s provision against export and import quotas. 
It recognizes that exaggerated materials price declines may cause severe distress 
to producers, and permits multilateral agreements regulating the prices, produc- 
tion, or the volume of imports and exports of such commodities. It gives this 
permission only when burdensome surpluses are expected which threaten severe 
unemployment or hardship to numerous small producers (in article 62). Such 
igreements, although renewable, are to be limited to 5 years or less and are to be 
accompanied by a program of economic adjustment designed to remedy the 
nderlying difficulties. Full publicity is provided for all such agreements and 
an equal voice in their operation is to be given producing countries and principal 
consuming countries. 

The United States has not ratified the treaty, but under a resolution of the 
United Nations Economic and Social Council is bound with other nations to 
recognize chapter VI as a general guide. The further steps which, in the 
Commission’s view, the United States should take on chapter VI of the Havana 
Charter are discussed later in relation to the Commission’s conclusions about the 
types of agreements which may help to stabilize materials markets—agreements 
upon which chapter VI would have definite bearing. 


n 
0 
t 
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TowarD BETTER CONTROLS 


Difficult though international agreements are to achieve on materials problems, 
the path to stability of markets clearly lies in this direction. Two principles, 
in the Commission’s view, are of prime importance from the standpoint of 
promoting economic growth: 

First, arrangements should be sought which minimize restrictions on materials 
production. 

Second, commodity agreements should interfere as little as possible with 
normal market processes. 

These general principles cannot, of course, be translated into a blueprint for 
action ; moreover, the problems of each commodity must be approached on a case- 
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by-case basis. Nevertheless, the Commission believes special consideration 
should be given to three types of arrangements which can go far toward meeting 
the above criteria: (a) the multilateral contract ; (0b) international buffer stocks 
and (c) international buffer stocks combined with limited quota arrangements, 


THE MULTILATERAL CONTRACT 


The multilateral contract form of ‘agreement is typified by the International 
Wheat Agreement of 1949, which is the only international commodity agreement 
to have been established since the Second World War. 5S« heduled to run until 
1953, it guarantees importing countries that they can purchase certain tonnages 
at stated maximum prices, and guarantees exporting countries that they can sel 
certain tonnages at stated minimum prices. Beyond these guarantied amounts 
the wheat trade is free to respond to market forces. No buyer is tied to anj 
particular seller and no limitations are imposed on any country’s total wheat 
exports or production. The International Wheat Agreement is, therefore, a non- 
restrictive arrangement. Because it establishes a limited price range for as 
much as two-thirds of the wheat and flour moving in world trade, the contract 
has helped prevent pronunced fluctuations in the average price. 

Althouzh, even in theory, it is only a partial approach to the problem of com- 
modity market stabilization, the multilateral contract constitutes a substantial 
improvement over prewar restrictive types of agreements, and holds considerable 
promise for other commodities, 


INTERNATIONAL BUFFER STOCKS 


The Commission is primarily concerned with two types of international buffer 
stock arrangements—those with quota provisions and those without. 


Puffer stocks without quota provisions 
j 1 1 


International buffer stocks without quota provisions should be considered for 
materials such as copper, lead, and zine which are easily storable and are 
expected to remain scarce. Industrial slumps in the United States and elsewhere 
and abrupt cutbacks in purchases for defense purposes may lead to a temporary 
softening of the market and sharp price falls, though in the long run, demand 
for these materials is expected to outstrip supply and, therefore, to push prices up. 

A buffer stock is a stabilizing inventory—like a compensating reservoir. It 
acts as residual buyer when demand falls off and prices drop, and as residual 
seller when demand increases and prices start upward. ‘The buffer stock author- 
ities—established and controlled by importing and exporting countries as parties 
to the agreement—would announce a price floor and price ceiling for a predeter- 
mined period, perhaps a year. By buying when prices approach the floor and 
by selling stocks when prices approach the ceiling, buffer stocks operations would 
help to confine prices flucuations to a moderate range. Within that range the 
market price mechanism could operate normally and without interference. Suc- 
cessfully operated, such buffer stocks would curb the excesses of short-run 
instability and eliminate their injurious repercussions. The buffer stock author- 
ity would not attempt to oppose long-term trends. Its objective would be to 
anticipate long-term trends and help them evolve more smoothly by moderating 
short-term variations. 

Such operations could reduce the gross and harmful instability of materials 
markets without suspending the play of market forces: governments would not 
interfere in the details of business decisions or limit production and trade. The 
participation of governments in the market, through the international buffer 
stock, would be analogous to the open market operations of the Federal Reserve 
System. 

The machinery required for this purpose would be simple and small, and su h 
buffer stocks would not restrict production. On the contrary, by preventing cuts 
in output induced by extreme price slumps and by reducing investment risks, 
buffer stocks should help increase materials production through the years. 
Buffer stocks with quota provisions 

International commodity agreements which combine buffer stocks and quotas 
on production and exports are suggested for materials such as tin and natural 
rubber for which the long-term trends are more uncertain. In principle these 
agreements would be similar to the proposals offered by the United States at the 
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United Nations Conference on Tin in 1950. They would provide for restriction 
itput and exports if prolonged downward pressure on prices occurred, and 
adual lifting of restrictions as the mark>2t recovered. In this feature they 
d resemble the control mechanisms of the prewar quota agreements. 
he prewar commodity agreements, however, often failed to achieve a reason- 

e degree of stability because there was an unavoidable lag between changes 
ices movements and decisions to alter the quotas, and between making the 
ision and achieving actual changes in output and exports. Materials prices 
se steeply but it often took a considerable period for market supplies to increase 
eciably, and meantime prices continued to rise. Such transitions could be 
teuned and made smoother if a buffer stock organization were ready to sell 
prices rose and to buy when prices declined. Furthermore, buffer stock 
itories would constitute a valuable reserve supply whenever a sharp and 
en increase of demand exceeded existing production Capacity. 
ler the arrangement here contemplated restriction would be a last resort, 
ied only in the event of a heavy and fairly prolonged contraction of demand. 
intil a certain minimum tonnage of the material was purchased by the 
er stock authorities would reduction in the quotas come into effect. Unlike 
prewar devices, this type of agreement as well as the others proposed by the 
mission would be subject to the requirements of publicity, and equal repre- 
ation of importing and exporting countries and other procedural protections, 


GENERAL PROBLEMS OF COMMODITY AGREEMENTS 


Negotiation of commodity agreements has proved most difficult because when 

materials markets are booming, producing countries are hesitant about 
cing steps directed at modifying price swings, and, when markets are depressed, 
nsuming countries are equally reluctant. Although it may be understood that 
derated market fluctuations can in the long run substantially benefit both 
ducing and consuming countries, this consideration is commonly subordinated 
the narrower and more immediate interests of the individual countries 
erned. 


There has also beeu a tendency, especially in the period immediately following 


he Second World War, to distrust commodity agreements because of the restric- 


ns and other evils which characterized such agreements between the wars. 
It is beginning to be recognized now that the ill effects of the earlier agreements 
resulted from the form they took and were not necessarily characteristic of all 

ernational commodity arrangements. 

A further obstacle to commodity arrangements is inherent in the very nature 

the undertaking. Successful negotiation for a particular material requires 

eement on a great many complex and detailed issues—prices, quantities, 
luration, the conditions under which changes in these and other terms can be 

ide, and the degree of discretion to be permitted to a managing body. As was 

monstrated in the unsuccessful United Nations Conference on Tin in 1950, it 
s on issues of this sort that efforts to work out commodity agreements are most 
ikely to break down. 

The Commission is aware of the extreme difficulties of establishing and oper- 
ting satisfactory international materials agreements, but it believes that if 
ountries approach this task with broad conceptions of their long-run interest 
nd work together to overcome the obstacles, the problems can be solved. The 
ilternative to agreement is not likely to be a “free market” but rather a revival 
f restrictive agreements by private cartels and producer governments. 

The Commission believes that the United States must exercise leadership 
not only in preventing the revival of restrictive agreements but also in 
promoting positive and constructive action to deal with international com- 
modity market instability. 


SPECIAL PROBLEMS OF PROPOSALS 


A comprehensive list of vexing problems that would be involved in negotiating 
commodity agreements of the particular types proposed by the Commission 
would probably be impossible to compile. Some of the most difficult problems, 
for example, would not be economic but political and administrative—and prac- 
tically impossible to forecast in all their shades and complexities. They would 
arise not only from the type of agreement, but also from the nature of the com- 
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modities and the particular countries in question. Certain major problems, 
however, can be anticipated. 
Multilateral contract problems 

Many problems that can be expected to arise under multilateral contracts 
have already been faced under the Wheat Agreement. The fact that the latter 
has worked is the best evidence that those problems can be solved. One major 
reservation must be made concerning experience with the Wheat Agreement. 
Since the world price has been above the maximum agreement price for the 
entire life of the agreement, the exporting countries have borne the full costs 
of stabilization. Since the major exporters (the United States and Canada) 
enjoy a strong balance of payments position, these sales below world market 
prices have not given rise to serious problems for Canada and the United States 
The real test would come if importing countries, many of whom are in weak 
international financial positions, were faced with the obligation to purchase at 
agreement prices above the world price. 

Buffer stock problems 

There is no international experience with buffer stocks except for the prewar 
Tin Agreement. The Tin Agreement can hardly be viewed as a precedent for 
the type of agreements suggested here since it was operated exclusively by pro- 
ducers and was aimed at realizing maximum immediate profits rather than at 
long-run market stabilization 

Among the major problems which would be encountered in establishing and 
operating buffer stocks are the following: the fixing of ceiling and floor prices; 
the provision of adequate finances; the setting and enforcing of quotas; the 
relation to military stockpiles ; and the special responsibilities that would devolve 
on the United States. 

Price determination.—It would be imperative that ceiling and floor prices be 
based on reasonable anticipations of the long-run price trend of the material 
under control. If prices were set too high, the buffer stock authority would 
accumulate excessive inventories and eventually exhaust its financial resources. 
With ceiling and floor prices set too low, the organization would fail to acquire 
the materials needed for counteracting excessive price rises. By basing its 
ceiling and floor prices on the hest estimates of future production and consump 
tion and by periodically modifying these prices in the light of actual market 
behavior and revised forecasts, the buffer stock authorities could hope to avoid 
these difficulties. Nevertheless, it is the experience of national price stabiliza 
tion schemes that support prices are uusally set too high in response to the 
pressure of producer groups. Would the price policy of international buffer 
stock managers suffer from the same difficulty? 

There are several circumstances which go far toward dispelling this fear: 

First, the experience of national stabilization schemes is not applicable to 
international buffer stocks. In the administration of national price support 
devices the same government represents both producers and consumers. Pro 
ducers’ groups, which are usually strongly organized, are in a position to exercise 
greater political pressure than consumers, who are rarely organized at all. In 
the case of international buffer stocks, however, importing countries representing 
the consumers’ interests would have a voice in price determination equal to that 
of the exporting countries. Moreover, as demonstrated by the history of the 
International Wheat Agreement and more recently by the deliberations con- 
cerning tungsten in the International Materials Conference, importing countries 
are now far more conscious than they were before the war of changes in their 
terms of trade and the impact of hicher materials prices on their real incomes 
and balance of payments position. They can be counted upon to oppose attempts 
of exporting countries to set floor and ceiling prices at too high a level. 

Second, the purpose of buffer stocks would be to moderate, not to eliminate, 
price fluctuations. This purpose is compatible with a considerable range between 
ceiling and floor price. A fairly wide range of permissible fluctuations would 
give ample scope for testing and correcting the ceiling and floor prices periodically 
announced by the buffer stock authority. If extra precautions were deemed 
desirable, it might be possible to work out appropriate formulas. For example, 
buffer stock agreements might provide that during any single year releases from 
and additions to the stock should not exceed a prescribed percentage, and that 
certain changes in floor and ceiling prices would come into effect automatically 
once these limits to stock purchases and sales were reached. 
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Finance.—Unlike prewar commodity agreements, buffer stocks require working 
capital for their operation. Since both importing and exporting countries would 
penetit from a relative stabilization of materials markets, it would be reasonable 
for all participating countries to contribute to the requisite financing. Each 
country’s contribution might be determined by its relative share in world exports 
al imports. 


OUR EXPORTS OF 1820 ARE OUR IMPORTS NOW 
% OF MERCHANDISE EXPORTS | % OF MERCHANDISE UAPORTS 
90 zo 9 19 10 ” x 


GRE CRUDE MareRiAts iN ocessep) MANUFACTURED GOODS 


he aggregate finance required would not be so great as to overtax the 
resources of participating countries. It would, moreover, constitute a good in- 
vestment since independent buffer stocks are proposed only for materials expected 
to have a long-term, upward price trend. Under these conditions the spread 
between buying and selling prices not only should cover administrative expenses 
yt also should generally allow operational profits as well. 

Quota dificulties.—-Agreements which include quota provisions involve special 
problems which arise mainly out of the need for enforcing quota decisions and 
for revising quotas with changes in production capacity and cost conditions. 
However, the history of previous quota agreements shows that they can be 
resolved. While quota operations involve administrative expense, they do not 
require capital. 

Vilitary stockpiles—Military stockpile operations might conceivably jeop- 
ardize proper functioning of international buffer stocks, because large-scale sud- 
den purchases might prevent buffer stocks from limiting extreme price rises, 
from acquiring stocks of their own, or might cause a premature and risky deple- 
tion of buffer inventories. Sales from military stockpiles might be on a scale 
sufficiently large to overtake the stabilizing capacity of buffer stocks. 

Elsewhere the Commission has expressed its view that, consistent with the 
overriding security purpose of military stockpiles, better programing would 
reduce the disruptive effects of stockpile purchases. Buffer stock authorities 
wuld then take stockpile demand into account as one element in the basic market 
picture for the commodity. For cetrain commodities the stockpile might take 
up slack in demand, postponing the need for buffer stock action to absorb sur- 
pluses and steady threatened price declines. 

As for the danger of sudden stockpile liquidation, this would be minimized 
under the policy (recommended in ch. 29) that withdrawals be authorized only 
when clearly required for reasons of national security. There is a strong pre- 
sumption that, at such times, the market would be tight and stockpile releases 
would supplement the price moderating activities of the buffer stock. 


The Commission’s conclusions 


The Commission believes that, on balance, the international arrangements 
that hold the greatest promise for stabilizing materials markets and, at the 
same time, for promoting the increased production of materials that the 
future will demand are the multilateral contract type of agreement and 
buffer stock agreements either without or with quota provisions on exports 
or production. The appropriate mechanism for particular problems must be 
decided case by case. 

The Commission believes further that, despite the clear difficulties of nego- 
tiation and the fact that the United States would be called upon to finance 
a considerable share of the costs, commodity agreements of the type indorsed 
hold sufficient promise of reducing materials market instability and its harm- 
ful consequences to free nations to merit serious consideration and efforts 
to work out, as tests, stabilization agreements with other countries for a 
few materials. Greater stability would mean enlarged production of scarce 
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materials. Failure to work toward stability would continue a major source 
of economic strain in the free world, and would leave the door open for 
reappearance of the prewar cartels and restrictive agreements with conse 
quent limitations on production, consumption, and trade. 


IMPENDING REVIEW OF CHAPTER VI 


By resolution of the United Nations Economic and Social Council, a review 
of chapter VI of the Havana Charter is called for sometime in 1952. This code 
serves as a general guide for efforts of the free nations to stabilize materials 
murkets. 

The chapter as it now stands certainly does not provide the ideal framework 
for the proposals and actions which this Commission has suggested for promot 
ing market stability. In article 62, it attempts to lay down generally applicabk 
economic standards as a basis for testing the desirability and legitimacy of 
future agreements on specific materials. Though open to varying interpreta 
tions, the chapter is predominantly oriented to the problem of materials surpluses 
rather than to meeting the expected long-run increase in demand. 

The Commission has viewed the question of revising chapter VI primarily 
from the standpoint of whether or not the suggested types of agreements could 
be negotiated under its code. The practical choices facing the United States 
in the Commission’s opinion, are either (a) to advocate retaining chapter VI 
substantially in its present form, or ()) to advocate replacing it by a simple 
and more flexible set of procedures, for considering and establishing internationa] 
commodity agreements. 

Trying to reformulate, in the light of present long-run commodity projections 
the highly subjective and admittedly inadequate standards of article 62 would 
invite a repetition of the difficulties which the present version presents. 

Whether the United States supports retention of chapter VI in its present 
form or its replacement should depend, in the Commission’s judgment, on a 
determination as to which course would make possible the more rapid and 
constructive international action toward stabilizing materials markets. 


EXHIBIT No. 30 
MEASURES FOR INTERNATIONAL ECONOMIC STABILITY 
REPORT BY A GROUP OF EXPERTS APPOINTED BY THE SECRETARY-GENERAI 
United Nations, Department of Economic Affairs, New York, 1951 
PREFACE 


This report is related to, and in some respects supplements, two previous 
reports—National and International Measures for Full Employment (December 
1949) and Measures for the Economic Development of Under-Developed Coun 
tries (May 1951)—prepared by other groups of experts whom I appointed at the 
invitation of the Economic and Social Council 

According to the first of these two reports, the object of a full employment 
policy in its international aspects is “to create conditions under which any par 
ticular country will so behave in its international economic relations as not to 
prevent other countries from maintaining the stability and prosperity of their 
economies”. To the extent that national action alone cannot ensure this, it was 
recommended that concerted international measures should be taken. The 
report suggested measures for bringing about a new equilibrium in world trade, 
and for the stabilization of the flow of international trade as well as of interna 
tional investment for economic development. It contained far-reaching proposals 
for extending the activities of the International Bank for Reconstruction and 
Development and of the International Monetary Fund. After considering these 
proposals at its eleventh session (August 1950), the Economie and Social Council 
in resolution 290 (XI) requested me to appoint a further group of experts to 
formulate and analyse “alternative practical ways” of dealing with the problem 
of reducing the international impact of recessions. The terms of reference of 
the experts are set forth in the supplement to the present document. 

The special vulnerability of under-developed countries to economic fluctuations 
arising outside their borders has long been a matter of international concern. 
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In Measures for the Economic Development of Under-Developed Countries this 
vulnerability is viewed as constituting a reason why these countries should 
hasten the pace of their economic development. In the present report, on the 
other hand, following the instructions of the Economic and Social Council in 
resolution 341 (XII), attention is given to concerted international action to 
reduce fluctuations in the volume of trade and in the prices of primary commodi- 
ties, and thus to moderate the swings in the terms of trade of under-developed 
countries which accompany such movements. In addition, measures are sug- 
gested to enable under-developed countries to maintain their programmes of 
economic development at a reasonably steady rate in the face of such fluctua- 
tions as persist. 

The authors of the present report stress that, in recommending policies which 
would help to improve international economic stability, they have been concerned 
to discuss the conditions under which such policies might be made practicable 
and effective. They point out that the instability of international economic 
relationships can be kept within manageable limits only if countries are pre- 
pared to play their part in establishing and participating in international arrange- 
ments in accordance with the principles discussed in this report. 

It is with these considerations in mind that I commend the report to the 
attention of Member Governments, to which copies have been transmitted. The 
report represents the unanimous views of its authors, who acted in their personal 
capacities and whose recommendations are put forward on their own responsi- 
bility. 

The group included James W. Angell, Professor of Economics and Executive 
Officer of the Department of Economics, Columbia University ; G. D. A. MacDoug- 
gall, Fellow of Nuffield College and Reader in International Economics, Oxford 
University; Javier Marquez, Alternate Executive Director, International Mone- 
tary Fund, formerly Professor of Economics, National School of Economics, 
Mexico; Hla Myint, Lecturer in Colonial Economics, Oxford University, formerly 
Professor of Economics, Rangoon University ; and Trevor W. Swan, Professor of 
Economics, Australian National University. 

On behalf of the United Nations, I wish to thank the experts for the contribu- 
tion they have made to the solution of the problem of reducing the international 
impact of recessions and to the understanding of related questions of interna- 
tional economic stability. 

Trove Liz, Secretary General. 


LETTER OF TRANSMITTAL TO THE SECRETARY-GENERAL 


We have the honour to submit herewith our unanimous report, Measures for 
International Economic Stability, which we were invited to prepare in pursuance 
of Economic and Social Council resolution 290 (XI), paragraph 19, and resolution 
341 (XII), paragraph 5. 

In compliance with the first-mentioned resolution, we have consulted the Inter- 
national Monetary Fund and the International Bank for Reconstruction and 
Development. We have also taken into account the views expressed by members 
of the Council in the debate during its thirteenth session on matters relevant 
to our task, in accordance with Council resolution 367 B (XIII) of 13 August 1951. 

Meetings were held at the Headquarters of the United Nations during seven 
weeks, from August to October 1951. At the request of the group, James W. 
Angell served as Chairman. 

We wish to express our gratitude for the valuable assistance rendered by the 
Secretariat of the United Nations. 

Respectfully yours, 
JAMES W. ANGELL. 
G. D. A. MacDouGatt1, 
TrEvOR SwAN. 
United Nations, New York 
November 1951 


CHAPTER I—ISSUES AND PRINCIPLES 


1. It is now generally accepted that the major countries have both the will 
and the means to avoid deep and prolonged depressions. The full employment 
pledges embodied in the United Nations Charter, and in other national and 
international instruments, reflect the fact that in one decade the world has taken 
a long step forward in social attitudes and economic techniques. But we are still 
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living in the shadow of the great depressions of the past. Full employment 
commitments cannot wipe out overnight the ingrained distrust of dependence wu; 

a many-sided international system, and do not themselves create the com; 
institutional and economic framework which such a system requires for 
working. 

2. Nor is this district wholly groundless, since in the existing precarious stat 
of the world’s economic balance even minor disturbances in one part of 
world—disturbances which may often be inseparable from economic prog 
itself—may give rise to major repercussions elsewhere. Until an economic m 
anism has been found which will cushion the international impact of thes 
disturbances, it is hard to envisage the restoration of a multilateral syste! 
trading and investment which will help the resources of each region to play tl 
most effective part in raising living standards everywhere, 

3. It is this background which gives a wider significance to the limited ar 
specific problems which we have been asked to consider. This report is a seq 
to two earlier United Nations reports, National and International Measures 
Full Employment (December 1949) and Mcasures for the Economie Develop 
of Under-Developed Countries (May 1951). With their broad economic analysis 
we are in agreement. Our report is not concerned directly with the mainten: 
of full employment, the avoidance of inflation, the establishment of a new e 
brium in world trade and payments or the economic development of u 
developed countries, which were principal themes of the previous reports. 
concerned rather with particular aspects, and especially international aspects 
all these themes. We have been asked, in substance: 

(a) To formulate and analyse “alternative practical ways” of reducing 
international impact of recessions that may arise in any part of the world; 

(b) In so doing to give particular attention to the problems of the und 
developed countries, which are especially vulnerable to fluctuations in ji 
national commodity markets and to related fluctuations in the terms of 


Sources of international instability 


4. If a future “recession” of the size and duration of that of the 1930's had 
be contemplated, we would be unable to suggest measures which would 
mucna dillerence to its international impact and which might at the same tin 
regarded as practicable or acceptable. We have assumed, however—and 
believe this to be the realistic prospect—-that every large industrial country 
honestly and actively seek to keep unemployment within limits which are 
sistent with the national and international undertakings which it has give 

». This assumption still leaves the way open for fluctuations whose inte 
tional impact, although mild in comparison with some past experiences, may 
present other countries, that are also seeking to maintain full employment 
economic stability, with very serious problems. In the first place, “full emplo 
ment” is a matter of degree; allowing for frictional and seasonal unemploymer 
a country which puts a good deal of emphasis on the desirability of elasticity i 
economic system may quite reasonably consider that a range of unemploy: 
varying between 2 percent and 5 percent, for instance, is a legitimate margin 
tolerance. In the second place, a country may find that its institutional arrar 
ments and policies are not capable in practice of preventing unemployment from 
going beyond such a margin for occasional short periods, until there is time f{ 
remedial measures to be introduced and to take effect. 

6. Between 1920 and 1921, total employment in the United States declined 
by 9 percent ; between 1937 and 1938, by 4 percent. In at least the second of thes¢ 
instances the decline was from an absolute level which could scarely have beet! 
regarded as consistent with present full employment obligations, and in neit! 
were remedial measures taken as promptly or effectively as would presumably 
now be the case. We should expect that in the future any such declines in em- 
ployment would be reversed in the following year or so; but whether we lik« 
or not we must realistically face the prospect that year-to-year fluctuation 
employment in the United States can still occur on the scale of 1987 and 1938 
not of 1920 and 1921. 

7. The immediate implication of this prosepect for the rest of the world can 
be seen from the fact that between 1937 and 1938 United States merchandisé 
imports dropped in annual dollar value by 36 percent, and hetween 1920 and 1/21 
by 52 percent. A future recession might continue for more than one year 

though we should not expect it to continue for much more than two, before 
recovery was complete. Allowing for payments for services as well, the tota 
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lting loss of dollar receipts by other countries, at the present level of United 
s imports, might well approach $10,000 million’ over the whole period of 
ssion and recovery. 
The magnified movement of payments for imports reflects partly a tendency 
the actual consumption of some imports to vary more than porportionally 
employment; partly the accumulation and liquidation of inventories; and 
tly a Simultaneous fluctuation in the prices of the goods traded (especially the 
es of primary products) In fact, it is quite possible for cycles in the move 
t of inventories, and associated speculative price movements, to produce large 
ges in the value of imports without any significant fluctuation in the level 
nployment—as was seen in the course of 1949. For particular commodities 
particular countries the impact may, of course, be much more serious than 
onsideration of aggregate fluctuations would suggest. 
Along with fluctuations in net payments for goods and services, there will 
be fluctuations in net payments on capital account in the same direction. 
se may take the form of short-term capital movements or of the drying up 
stream of long-term international investment Even with strict exchange 
rols, within a few months the effect on the balance of payments can amount 
e value of two or three months’ trade 
10. In other words, the new era of “full employment” does not provide any 
r assurance against fluctuations whose year-to-year international impact may 
f the same order as those experienced by the trading partners of the United 
tes in 1987 and 1988. With merely a brief human failing in the carrying 
of an otherwise successful policy of full employment, and perhaps without 
erious fluctuation in employment at all, the rest of the world may for a year 
two at a time lose many thousands of millions of dollars in sales and payments 
irrent and capital account Countries seeking both to maintain internal 
mic stability and full employment, and to preserve a reasonable balance 
their external accounts, must reckon with this fact. The establishment of 
employment as a firm objective of policy in all countries does, however, 
irantee that these losses will not be more or less indefinitely prolonged. We 
eve that in the future, “prosperous” years will be the rule rather than the 
eption, and even in years of recession prosperity will be, not merely around 
corner, but in full view. This for the first time makes the problem of 
ernational economic instability a manageable one. 
11. Not all the problems of international instability arise from broad fluctua 
in economic aggregates. It is necessary, for example, to reckon with crop 
tnations and other irregular movements in the supply of, or the demand for, 
ticular commodities, and with associated price fluctuations which may often 
olent. Acute problems may also emerge as the result of permanent changes 
the structure of demand or supply, such as the development of a cheaper 
titute for an important commodity We have not, in general, considered 
vithin the scope of this report to examine these instabilities directly, but 
tried to allow for their presence wherever this seemed relevant to the 
tion at issue 
2. We have chosen the United States for our illustrations, although similar 
examples might have been given of the effects of past fluctuations in other indus 
il countries. This was a deliberate choice, since we believe that in future the 
| danger to the economic stability of the rest of the world lies in recessions 
vinating in the United States: partly because of the dominant position of the 
United States in international trade and payments, and partly because of the 
institutional and economic factors which make the United States economy more 
ble to internal fluctuations in effective demand than are the economies of other 
portant trading nations. It is not necessary to spell out these reasons, since 
t of our analysis and conclusions would stand even if there were a serious 
k of fluctuations originating in, for instance, the United Kingdom. The main 
point is that a workable international economic system must in any case provide 
in insurance against fluctuations in the United States. If it can successfully 
cope with these, then only a relatively small margin need be allowed for the risk 
of independent fluctuations elsewhere 
Current problems and prospects 
3. Today’s problem is certainly not one of recession. The immediate economic 
problems ‘arise chiefly out of the vast rearmament programmes being undertaken 
in the United States and elsewhere. In many countries prices are rising, and in 


Chis estimate is discussed in paragraph 115, below, and is explained in the annex 
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some there are fears of cumulative inflation. In certain European industrial 
countries, the improvement in the dollar position between 1949 and 1950/51 
has been succeeded by renewed balance of payments difficulties resulting from the 
diversion of their resources into defence activities and the worsening of their 
terms of trade. Some raw materials are in such short supply that internationa| 
efforts are being made to regulate their allocation. The under-developed countries 
and other exporters of primary products have experienced considerable—although 
very irregular and unevenly distributed—increases in export prices, but are afraid 
that the opportunity to import goods for developmental purposes which is given 
by their improved terms of trade will be lost as a result of physical shortages of 
capital equipment. 

14. Some of these problems—in particular those involving the financing of 
rearmament by measures which will withdraw the necessary resources from 
civilian uses without inflationary pressure—are matters of internal national 
policy with which this report is not directly concerned. Many of the others 
ultimately resolve themselves into questions of international equity in the sharing 
of the direct and indirect costs of rearmaments ; these questions require considera- 
tion essentially at the political level. 

15. The change in the terms of trade between primary products and mant- 
factures is, however, more intimately related to the subject-matter of this report 
It should not be thought that the increases over the past two years in the relative 
prices of primary products have been simply the result of ephemeral factors, 
such as “inflationary gaps’, speculation or defence stockpiling. During this 
period (mid-1949 to mid-1951) the aggregate gross national output of North 
America and western Europe has probably risen in real terms by as much as 
15 per cent, and its industrial component a good deal more. The intensified 
demand for raw materials and foodstuffs resulting from this general increase in 
the production of goods and services, with the real purchasing power it represents, 
has in most cases been met only to a very small extent by larger supplies of 
primary products. Since the price elasticity of demand for primary products is 
usually low, the relative increase in demand over supply has had to be choked off 
by an even greater rise in the prices of primary products relative to the prices 
of other goods and services. The consequent broad movement of the terms of 
trade should therefore be regarded in considerable measure as the reflection 
of real movements in employment and productivity, although in the short run 
and in the markets for individual products more ephemeral factors have often 
been important. 

16. In turn, the current inflationary process in industrial costs and prices 
appears in many cases to be largely a vain attempt on the part of industrial 
communities to escape the effects of this shift in price relationships on living 
standards, by forcing up their money wages and other money incomes—an 
attempt which, in the trading world as a whole, sooner or later drives the 
money prices of raw materials and foodstuffs still higher. Traditional methods 
of fighting inflation by general financial or monetary measures may not succeed 
in halting this type of spiral, unless they are pressed so far that they also 
restrict the level of industrial output and employment. 

17. Beyond the present problems of inflation and shortage lies the possibility 
of a post-rearmament recession, particularly in the United States. No one can 
say how long the rearmament programme will continue, or how it may expand 
or contract. It may prove possible to compensate for changes in defence pro 
duction by changes in civilian production, so that the total output maintains 
an even trend. But any substantial or sudden cutback in rearmament would 
clearly involve a serious risk of recession, and even a levelling off of the pro- 
gramme would mean a drop in the secondary defence demands for inventories, 
plant and equipment. The timing of a recession is likely to be closely affected 
by the extent to which, in the course of rearmament, backlogs of demand for 
civilian investment and consumers’ durable goods may be built up, as they 
were during the Second World War. 

18. We cannot predict in what manner a recession may arise, how large it may 
be, or when it may occur. sut to consider and provide against its impact in 
advance is a small insurance premium to pay in comparison with the national 
and international interests which are in jeopardy. 

Proposals of report on measures for full employment 

19. The authors of National and International Measures for Full Employment 

offer two major proposals as a protection for countries seeking to maintain 


their economic stability in the face of a recession originating outside their 
borders: 
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(a) They recommend a scheme under which countries experiencing a fall in 
their exports, as the result of a decline in effective demand in another country, 
would in general be entitled to obtain a special supplement of foreign exchange, 
sufficient to make good the deficit on current account which would emerge if 
they continued to purchase the same volume of imports from the other country 
as in a “reference year’, which would normally be the preceding year. In 
ffect, the latter country would be required to replenish the foreign exchange 
reserves of the deficit countries by lending back to them, through a separate 
xccount in the International Monetary Fund, any increase in its own foreign 
exchange reserves resulting from a decline in its imports identified with a re- 
ession in its effective demand. This loan, or “deposit”, would be repayable 
nly if in a subsequent period its reserves were to diminish, and those of other 
ountries to increase. 

) They recommend a scheme under which countries undertaking long-term 
nvestment abroad should fix for five years ahead the annual total of their 

ending on both public and private account, and should make good through a 
separate account in the International Bank for Reconstruction and Develop- 
ent any deficiency in the actual flow of their long-term investment through 
ther channels below the total fixed. 

20. Subject to certain important technical and practical qualifications, the 
upshot of these proposals would be to ensure the availability of a steady flow 

foreign exchange on current account and on long-term capital account, the 
ormer being protected by supplementary “deposits” against recessions of 
ffective demand that would bring the inflow of exchange below its previous 
annual peak, and the latter against fluctuations within five-year periods. 

21. We are convinced that some new international provisions working in this 
irection are essential. Present reserves of gold and dollars in most countries, 
together with such supplements as are in sight within the present resources, 
quota provisions and policies of the International Monetary Fund, are quite 
inadequate to support any serious drop in dollar exchange receipts. <A recession 
n the United States would in existing circumstances almost certainly lead to a 
fresh outbreak of restrictions and discrimination in international trade, revers- 
ing the progress which has been made in recent years toward convertibility and 
jultilateralism; it would seriously impair the ability of the under-developed 
countries to spend dollars for their own development; and it might compel some 
ountries to restrict imports even of raw materials below the levels necessary 
to keep their industries and workers fully employed. To remove these dangers 
vould be an enormous advance in the machinery of international economic 
relations, 

22. Assuming a recession in the United States, the measures proposed in 
Vational and International Measures for Full Employment would, in general, 
give other countries the opportunity to maintain their employment and incomes, 
ind their imports from the United States, without running down their reserves 

gold and dollars. But to make use of this opportunity, industrial countries 
vould have to be ready to take internal measures to compensate for the decline 
n employment in their export industries, including any secondary decline which 
ight result from the failure or inability of some other country to maintain 
ts own income and demand for imports. Countries exporting primary products 
vould not be so liable to actual unemployment in the conventional sense, but 
ould have to be ready to stabilize their incomes and development programmes 
in the face of a decline in their export prices. In seeking to do this, they 
ould have to deal with the fact that their export prices and foreign exchange 
receipts had fallen, not merely in direct trade with the United States, but also 
over a wide range of trade with other industrial countries, even where the latter 
had sueccessfuly maintained their own employment and incomes. For these 
econdary losses the proposals referred to would provide no compensation. 


Instability of prices and terms of trade for primary products 


23. This additional problem of the primary exporting countries arises from 
he fact that, whereas industrial resources used in production for export can 
usually be re-employed for other purposes, the resources in agriculture and some 
other primary industries are more immobile in the short run, and often go on 
roducing the same types and even quantities of output as before, while 
ecause of demand inelasticities—the prices received fall proportionately much 
more than the volume of sales. 

24. The indirect effects of fluctuations in effective demand in a major industrial 
ountry, even assuming that other industrial countries successfully compensate 
or the loss of employment in their export industries, are therefore twofold: 
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(a) There is a swing in the terms of trade between primary and manufac 
turing industries, with consequent instability in the real incomes of both primary 
exporting and industrial countries, in the flow of foreign exchange between them 
and in the opportunities for capital development, particularly in under-developed 
countries. 

(b) Since the movement of the terms of trade normally takes the form of qa 

wide movement of primary product prices, accompanied by a smaller movement 
of industrial prices in the same direction, there is even greater instability of 
money prices in both primary exporting and industrial countries. In a recession 
this aggravates the problems of maintaining stable effective demand, and in the 
opposite case it produces inflationary problems. If, as is likely, industria} 
money wages and other industrial incomes fall very little when primary produet 
prices fall, but are forced quickly upwards when those prices rise, then the result 
will be not merely price instability, but a long-run tendency towards the inflation 
of money prices and money wages throughout the trading world. 
25. Neither of these indirect effects can be overcome by the mere assurance 
that a country in which a recession originates will maintain its flow of foreign 
exchange to the rest of the world, although to the extent that the maintenance 
of this flow promotes stability of employment and incomes elsewhere, the 
macnitude of the effects will be reduced. 


An alternative approach 


26. In any event, it seems from the debates in the Economic and Social Council 
that the particular measures suggested in National and International Measures 
for Full Employment as a means of maintaining this flow of foreign exchange 
did not commend themselves to governments as acceptable or practical. We 
have studied the debates, and have considered alternative methods of approach, 
Which are analysed in later chapters of this report. 

27. We have been concerned to suggest policies which would help to improve 
international economic stability, and to discuss the conditions under which such 
policies might be made practicable and effective, rather than to draw up blu 
prints for rigid and automatic stabilization devices. The simplicity of such 
devices is often more apparent than real; and no set of fixed rules can success 
fully replace the exercise of responsibility and discretion by the appropriate 
national and international institutions. We have also tried to rely as far as 
possible on the use of existing international agencies, and to point to what it may 
be possible to achieve with their present constitutions and resources, as well as 
to indicate the directions and circumstances in which these may need be 
altered 

28. It follows that we think it would not be useful to present any catalogue o! 
recommendations to which effect might apparently be given by the stroke of a 
pen, The main lines ef our alternative approach are briefly indicated in the 
following paragraphs. 


(i) International commodity arrangements 


29. We know of no practicable method of reducing the international impact 
of short-run fluctuations in the prices and terms of trade of primary products, 
other than a direct and detailed attack on the problem through the negotiation 
of international commodity agreements. From the present point of view the 
essential objective should be, not the introduction of restrictions to help remove 
“burdensome surpluses,” but the stabilization of world commodity markets in 
the face of the temporary ups and downs of demand and supply. For this pur- 
pose, many different arrangements may be suitable for different types of con 
modities, including long-term contracts, multilateral quota systems of the Wheat 
Agreement type, and buffer stocks, either alone or in combination. 

30. Governments should reconsider the case for a series of commodity arrange 
ments from this point of view. Both exporting and importing countries con 
cerned should participate in each agreement, and we have suggested that the 
International Bank for Reconstruction and Development might indicate that it 
is willing in principle to consider assisting in the financing of buffer stocks, as a 
means of promoting satisfactory conditions for economic development. We hope 
that the current discussions of the international allocation of scarce materials 
will be accepted as an opportunity for introducing permanent stabilization 
schemes for a number of commodities. 


(ii) The international flow of capital 


31. Rigid stabilization of the total flow of long-term capital from each country 
does not seem practicable or even necessarily desirable. On the other hand, it is 
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nportant that countries should be able to maintain steady development pro- 
raimes, and this objective cannot be considered separately from fluctuations 
in international receipts and payments on current account. We have suggested 
that the International Bank for Reconstruction and Development should be pre- 
red, in the event of recession, to expand greatly the flow of its lending. In this 
iy, it may help in part to offset fluctuations in private international investment 
it—more important—it may prevent the sharp setback to development, espe- 
ly in the under-developed countries, which would otherwise be caused by a 
rop in export proceeds. The total foreign debt burden assumed by any country 
er a period of years should not, of course, go beyond some limit which must 
» determined with regard to the stage of its development and its economic pros- 
ects. But within this limit countries should be able to rely on a larger flow of 
ital from the Bank in bad times than in good. 
32. If the Bank is to be ready to play its part in the event of a recession, both 
long-term investment and in the financing of buffer stocks, it may need to have 
ess to a more flexible source of funds than is at present provided by the sale 
its securities on the market. We have suggested that consideration be given 
increasing the proportion of the Bank’s capital which is actually available for 
iking loans, increasing the total capital itself, and setting up arrangements 
nder which governments or central banks could purchase the Bank's securities 
f the need arose. 


(iii) International monetary reserves 


33. One of the agreed purposes of the International Monetary Fund is “to give 
nfidence to members by making the Fund's resources available to them under 
dequate safeguards, thus providing them with opportunity to correct maladjust- 
ents in their balances of payments without resorting to measures destructive 
national or international prosperity.” We believe that the lund is a workable 
nstrument which can go a long way towards fulfilling this purpose. In recent 
years few countries have had temporary balance of payment difficulties which 
ould justify access to the Fund’s resources. In the event of a recession, how- 
ever, the Fund should be prepared to waive freely the rule which limits annual 
drawings to 25 per cent of a member's quota. It should offer promptly to help 
vercome the temporary difficulties of its members, even though their practices 
might normally be regarded as out of keeping with its long-run objectives, where 
refusal of drawings would force tighter import restrictions or unemployment 
and so defeat the Fund’s purposes. If the Fund has any doubt whether a mem- 
er’s need of assistance will be temporary, it should give the member the benefit 
of the doubt, while at the same time reinforcing the repurchase provisions of its 
Articles of Agreement by asking for more specific commitments to repurchase 
over an agreed period. 
34. Although with its existing resources the Fund may be able to cope with 
inor fluctuations, a major recession—for example, one approaching the severity 
the United States recession in 19387 and 1938—would quickly exhaust the 
l‘und’s present holdings of gold and dollars. Tor this reason, there is a case 
for increasing the total of the Fund’s subscriptions, the real value of which has 
been greatly diminished by the rise in prices since the Fund was set up. The 
practical difficulties in the way of securing a prompt and sufficient increase in 
the Fund’s resources by this means, however, may make it necessary to rely on 
the Funds borrowing from the country experiencing the major recession. That 
country might well take a liberal view of lending its currency to the Fund as a 
means of preventing unemployment in its export industries, of reducing the need 
for other countries to take new discriminatory measures against its exports, and 
of giving effect to the spirit of its international full employment commitments. 


Limitations of this approach 


5). It is evident that action along these lines will leave many problems of 
international economic instability to be dealt with by individual countries as best 
they can. 

36. International commodity agreements are notoriously difficult to organize 
and to operate, and the range of products which they can be expected to cover 
is necessarily limited. How far the International Bank for Reconstruction and 
Development may be able to expand its lending in the event of a recession de- 
pends entirely on its success in finding credit-worthy borrowers and on the 
practicability of its gaining access to a more flexible source of funds. The pro- 
posed use of the resources of the International Monetary Fund—unlike the 
scheme recommended in National and International Measures for Full Employ- 
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ment—is basically the equivalent of a once-for-all increase in its members’ for- 
eign exchange reserves, which can do not more than enable them to smooth out 
temporary fluctuations in the availability of foreign exchange. It cannot re 
petedly make good the full losses of recession years, and so will not permit any 
country’s payments for imports to exceed in the long run its actual exchange 
earnings on current and capital account—although how long this run may be 
will depend to some extent on the terms on which a country suffering a major 
recession may be prepared to lend its currency to the Fund. 

37. Nothing in the approach we have suggested will relieve any country of the 
responsibility of limiting its demands for consumption and investment to the 
total of the resources available to it, if it is to avoid inflationary pressure. Each 
country, even on the most hopeful view, will still have to deal with the domestic 
impact of importing fluctuations in international demand and prices, which it 
will have to offset if it wishes to maintain a reasonable degree of internal sta- 
bility. The steps to be taken for this purpose involve many problems of policy 
and administration—including problems of fiscal and monetary policy, export and 
import taxes and subsidies, marketing schemes and exchanges rates—into 
which it is not our province to enter. 

38. Nevertheless, we are contident that even modest progress in the directions 
we have indicated will make an important contribution to stability. For most 
countries, the remaining problems can then be made manageable, and major crises 
of the international economy can be avoided. 

Special problems of wnder-developed countries 

39. On the other hand, even taking the most hopeful view, we fear that action 
along these lines will not meet the special difficulties of the poorer under-de 
veloped countries. They will share with other countries in any general im 
provement of international economic stability. But it must be remembered that 
many under-developed countries are dependent on a very limited range of 
exports, which in some cases may be left largely uncovered by such commodity 
arrangements as it is possible to negotiate. At the same time, their margin 
of consumption above subsistence requirements is very small, and the main brunt 
of any drop in their export receipts must therefore be borne by their develop- 
ment programmes, which are vital to their future. Further, their ability to cope 
with a recession is in many instances limited by the absence of proper institu- 
tions and experience in the field of fiscal and monetary policy and in other aspects 
of internal stabilization. 

4). There is a danger that some under-developed countries, which have to look 
to the International Monetary Fund and the International Bank for Recon- 
struction and Development to help them out of these difficulties, may fall between 
two stools. On a very short-run view, in time of recession the uncertainties of 
the returns from the export of particular commodities may cast doubt on the 
prospects for early repayment, while a very long-run view of development may 
not give sufficient attention to the pressing needs of the moment. This danger 
underlines the need that the Bank be ready to increase its rate of lending in the 
event of a recession, so that the development being supported by export receipts 
and domestic savings will not be sharply interrupted. 

41. Basically, the vulnerability of the under-developed countries to inter- 
national disturbances is simply another facet of their general problem of under 
development. In the long run, the process of development itself will make them 
less vulnerable by diversifying their economies and raising their living standards. 
There are no short cuts in this process. Even so, the development of the poorer 
countries will be intolerably slow unless a much larger flow of external capital 
is provided than at present seems to be in sight. The problem of supplying this 
capital is not directly our concern; it was considered at length in Measures for 
the Economic Development of Under-Developed Countries. A strong case can 
be made for loans to some of the under-developed countries on especially easy 
terms or for outright grants, particularly in the event of a major recession—but 
these are not issues which we are called on to examine. 


The establishment of appropriate price relationships 


12. However, our terms of reference do expressly require us to consider, as 
part of the problem of reducing the vulnerability of under-developed economies to 
fluctuations in international markets, “measures to adjust, establish and maintain 
appropriate relations between prices of raw materials, on the one hand, and 
ee manufactured goods on the other, and thus to ensure greater economic 
stability”. 
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43. The approach we have already outlined would go some distance towards 
achieving this objective, both directly in terms of commodity agreements and 
indirectly through the stabilizing influence on the terms of trade of a greater 
measure of stability in international effective demand as a whole. But these 
effects are essentially no more than a matter of smoothing out the sharp short-run 
fluctuations; the stabilization achieved could not be complete, even in the short 
‘un, and the longer-run trends or fluctuations would be left substantially un- 
touched. 

44, We have considered the possibility of a more far-reaching and literal 
interpretation of this clause of our terms of reference—for instance, reading it 
as an invitation to propose some kind of systematic international “parity price” 
scheme for raw materials or other primary products. We believe that no such 
scheme would be either practicable or desirable. Although some short-run 
stabilization of prices can be achieved by buffer stocks and similar measures, in 
the long run the artificial maintenance of any particular set of price relationships 
necessarily implies the permanent operation of international controls over the 
production or the allocation of the commodities concerned—in other words, a 
controlled world economy for primary products, including such measures as 
acreage allotments for each agricultural commodity in each country. In any 
case, if the objective were to help the under-developed countries, artificial support 
provided by “parity prices’? would be, in general, an extremely wasteful and 
neflicient method. The main beneficiaries would be the producers in the richer 
ind often highly industrialized countries, who furnish the greater part of the 
world’s commercial supplies of most primary products (including industrial 
substitutes for such products). It should also not be forgotten that the under- 
developed countries are themselves large consumers of imported primary prod- 
icts, and that in general price relationships amongst the different primary 
products are just as important as those between primary products and other 
goods and services. 

15. This does not mean that whatever trend of price relationships may emerge 
from the play of economic forces is, in some sense, necessarily “appropriate”. 
The “invisible hand” of the price mechanism may not always ensure an ideal 
distribution of either resources or incomes. But we can see no prospect that a 
system of direct international intervention to fix long-run price relationships 
would achieve results nearer the ideal, even assuming that such an ideal could 
be internationally defined. 

46. Furthemore, it would certainly be wrong to think that the supposedly 
unfavourable trend of the prices of primary products relative to manufactures 
n the half century ending in the 1930's leads to any presumption that the trend 
n the next half century will be in the same direction. Given a substantial 
measure of full employment in industry, the drift of labour out of agriculture in 
industrialized countries is likely to be accelerated, while demand may grow 
faster as the result of the greater economic progress made possible by the more 
ontinuous use of available resources. The scope for an extension of primary 
production in new areas of settlement seems now to be comparatively limited, 
and in existing areas the application of more resources to the fixed supply of land 
meets with diminishing returns. But the possibilities of synthetic or other 
industrial substitutes for a number of primary products are increasing, and there 
is very great scope for improved agricultural productivity together with in- 
dustrialization in many under-developed countries. To predict the outcome of 
these and other factors over a number of decades would be to write history in 
advance. 

47. In the long run, the major disparities in income and living standards be- 
tween different countries can be accounted for by disparities in the availability 
per person of capital equipment, natural resources and skills. These disparities 
can be reduced only by the process of development itself. The pursuit of higher 
standards of productivity is likely to be more rewarding than a concentration 
ipon restrictive policies designed to improve the position of one group at the 
expense of another, whether on the part of primary or of industrial producers. 

48. On the other hand, every country in framing its developmental policies 
must form some judgment of the future long-run relationships among different 
prices, in order to guide its resources of labour and capital into the avenues 
which will yield the greatest returns. For under-developed countries, engaged 
in far-reaching structural changes within their economies, this judgment may be 
a very difficult one. There is some evidence that in the past many forms of 
primary production have from time to time responded too slowly, in the first 
instance, to increasing demand; prices have gone to excessive heights, and new 
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production (including production in industrialized countries) has been called 
forth on such a scale as to lead eventually to ruinously low prices, with many 
high-cost producers protected by subsidies or tariffs; and then, after a period 
of stagnation, the same cycle has perhaps begun again. 

49. The smoothing out of the short-run fluctuations resulting from fluctuations 
in industrial demand should do something to make it easier to reach correct 
judgments about longer-run price relationships, and so to reduce these longer 
run structural instabilities. But the remaining uncertainties will always b 
very great, and it is only to be expected that from time to time major errors 
of judgment will lead important industries, and perhaps whole countries, into 
serious difficulties. 


Conclusions 


50. The greater part of this introductory chapter has been devoted to explair 
ing difficulties for which we can find no ready solution. We have outlined 
measures in the fields of commodity arrangements, international investment and 
foreign exchange reserves which we think would help all countries to manage 
their affairs more successfully as members of a stable and expanding world 
economy. But the measures are not of a kind which can be expressed in any 
definitive formula, They can be put into effect only through the vigorous pur 
suit by national governments and international agencies of policies which, in 
application, will require fresh judgments of facts and alternatives at every 
turn. No practicable action along these lines can provide a guarantee to any 
country against occasional abrupt disturbances in its dealings with other cow 
tries, and success or failure in coping with these disturbances must remain very 
largely the individual and collective responsibility of governments, as they take 
decisions in contingencies which cannot now be foreseen. 

51. We believe that these difficulties and limitations are inherent in the 
problem presented to us. To suggest now or simple devices to overcome them 
might be to restate the problem in different words rather than to solve it: as 
if to say, for instance, that many of the world’s troubles would be eased if one 
country would assume unilaterally the burden of international stabilization and 
meet the costs as they arise. This does not mean that the problem is, in a 
practical sense, insoluble. It does mean that the instabilities of international 
economic relationships can be kept within manageable limits only if most cou! 
tries are prepared to play their several parts in setting up and working the 
necessary machinery, in accordance with principles which on the whole ar 
already familiar. In this task the leadership and strength of the great indus 
trial countries, and especially of the United States, are essential to success. 


CHAPTER II INTERNATIONAL COMMODITY ARRANGEMENTS 


Instability of commodity markets 

52. The exports of the under-developed countries and of certain others consist 
almost wholly of primary products. These are the main imports of the majo 
industrial countries, and for various reasons their value fluctuates widely. First, 
the desire to keep working stocks of materials in a fixed relation to production 
commonly leads to larger proportionate variations in demand than in consump 
tion. Second, speculative changes in inventories often aggravate rather than 
dampen more normal fluctuations in demand. Third, in countries which produce 
a substantial proportion of their own requirements of many basic products and 
import only their marginal needs, the demand for imports may vary much more 
than the total demand for the commodity. Fourth, changes in the demand fo 
imported materials usually lead to substantial changes in their price. During 
the past few years alone many important commodities, including cocoa, coppe! 
copra, cotton, jute, lead, rubber, tin, wool and zine, have experienced both a price 
fall of over one-third and a price rise of over one-half. For some commodities 
the price variations have been much greater. 

53. Small fluctuations in production and employment in the main industria! 
countries can thus cause large fluctuations in the export proceeds of primar) 
producing countries, quite apart from fluctuations caused by crop variations 
Since the prices of manufactured goods tend to be relatively stable, it becomes 
difficult to plan and maintain steady programmes of economic development based 
partly on imported equipment. In addition, investment in primary production is 
likely to proceed by fits and starts, according to the state of the markets. Ther: 
are likely to be recurring exchange crises and import restrictions that have 
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epercussions throughout the world. The large variations in producers’ incomes 
1use hardship and uncertainty, and inflationary and deflationary difficulties. 
\ll these problems are particularly serious for countries that depend chiefly on 

e or a few primary products for their exports. 

54. The problems raised for manufacturing countries are also serious. Violent 
hanges in the prices of raw materials and foodstuffs make it difficult to main- 
iin internal financial stability. They can also affect foreign trade adversely. 
rhe rise in import prices during 1950 and 1951 had a serious effect on the balances 

payments of the United Kingdom and of other industrial countries. In the 
ist, severe falls in the export proceeds of primary producers have greatly reduced 

eir demand for the exports of industrial countries, and have led to unemploy- 
ent in the export industries of these countries. 

55. Fluctuations also increase the cost of primary products to manufacturing 
ountries over a period of years. Compensation has to be paid to those who 
ear the risk, and variations in demand, especially for minerals, require the 

stallation and maintenance of capacity sufficient to meet the peak demand; 
steadier output would reduce the capital charges. 

56. At a time when industrial countries are anxious to avoid future shortages 
f basic products, there are obvious disadvantages to them in fluctuating com 
odity markets which discourage investment in primary production and result 
i loss of output, particularly of minerals, in periods of temporarily low demand. 
he guarantee of a steady market would encourage expansion and ensure that 
itput of scarce materials is maintained and stored rather than lost, should 
iemand temporarily fall off. 

57. Fluctuations in the demand for, and prices of, primary products thus 
raise many problems for both primary producing and industrial countries. 
They also aggravate the general problem of achieving and maintaining a steady 
nd easy balance between the various parts of the world, without which it will 
never be possible to restore a multilateral system of trade and payments. A 
arge part of United States imports consists of primary products and, so long 

s the dollar proceeds are subject to wide fluctuations, any balance between the 
United States and the rest of the world can at best be precarious. 

58. Nor do violent fluctuations in the commodity markets perform any useful 

nection. Price changes are certainly necessary to balance supply with demand 

encouraging or discouraging consumption or production. Too rigid stabiliza- 
ion of prices would prevent economy in use and the stimulation of output in 
imes of shortage, and the stimulation of demand and contraction of output 
vhen there is a surplus. But it is hard to believe that to achieve these objects, 
price fluctuations need be nearly so great as they are in fact. Much smaller 
hanges would, on the contrary, obviate unnecessary and wasteful fluctuations 
n investment in primary production and in the use of primary products. There 

n be little doubt that they would, on balance, be better for all concerned. 
Why the time is ripe for special measures 

59. A necessary condition of reasonable stability in the demand for primary 
roducts is the avoidance of fluctuations in economic activity in the manu- 
facturing countries. We assume that this will be achieved to a large extent 
and that serious depressions will be avoided. But we have seen that even 
quite small industrial fluctuations, which we cannot assume will be avoided, 
can have greatly magnified repercussions on the primary producing sector of 
the world economy. Special commodity arrangements are required to help 
combat these remaining fluctuations. 

60. We recognize that international commodity arrangements of numerous 
inds have been advocated for many years and that the record of achievement 
is small. Nevertheless, we feel that the time is now ripe for a new attempt, 
and this for two main reasons. 

61. The first is that the essential condition of success is now, we believe, 
satisfied for the first time. We believe it to be a reasonable assumption that 
arge-scale world depression will be avoided, and that, for the foreseeable future, 
there will be an upward movement in production of all kinds throughout the 
world, interrupted only by relatively minor setbacks. While prediction is 
dangerous, we also believe that the long-term trend of prices in general is more 
likely to be upward than downward, and that in any case disastrous price falls 
ike the one in the early 1930’s will be avoided. If, as we believe, these views 
are generally held, one of the main obstacles to commodity arrangements has 
een overcome. So long as there is widespread fear of major depression— 
ind this fear was still common in the early post-war years—importing countries 
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are naturally unwilling to make commitments through long-term contracts, 
through buffer stock schemes, or in any other way, to buy specified minimum 
quantities or to pay specified minimum prices for any appreciable period ahead; 
and without the co-operation of importing countries, primary producing countries, 
save those that are also major industrial producers, have not generally the 
resources themselves to undertake more than modest schemes. 

62. But if a general long-term exparsion in the demand for primary products 
is expected, it is in the interest of all concerned to ensure that the expansion is 
steady. The interest of exporting countries in avoiding fluctuations is clear and 
if prices are in any case more likely to rise than to fall, importing countries need 
have less fear that commodity stabilization agreements will unduly raise price 
against them. There is less danger that national or international authoritie 
will buy up at great cost huge stocks that later have to be sold at a loss, wit! 
incidentally, a destabilizing rather than a stabilizing effect on the the market 
Purchases for stock are more likely to prove a profitable investment. If th 
danger of shortage is likely to be greater than that of surplus, importing coun 
tries have much to gaing by giving primary producers guarantees that will help t 
expand production. We are encouraged in our belief that some of these view 
are becoming more widely held by recent statements of responsible politica 
leaders in the two largest importing countries. Finally, any schemes unde: 
which industrial countries continue to buy steadily from under-developed coun 
tries at times when private demand declines temporarily are much more satis 
factory for both parties than financial grants or loans which might otherwise 
be thought necessary to avoid a breakdown. The importing country gets goods 
for its money, goods that will soon be used, not merely goodwill. The export: 
continues to earn his living and avoids the burden of debt or the indignity of : 
dole. 

63. The growing belief in the likelihood of an expanding world economy thus 
seems to us to remove one fundamental obstacle to commodity agreements. As 
recently as 1948, when the Havana Charter was drafted, such agreements were 
considered almost wholly in the context of burdensome surpluses. They car 
now be viewed in quite a different light. 

64. A second major obstacle to commodiy arrangements has been their com 
plexity and the difficulty of reaching agreement on the innumerable detailed 
problems that arise, especially those relating to prices and quantities and pro 
visions for their variation in the future. We by no means underestimate thes: 
difficulties. Arrangements will inevitably take a long time to negotiate. But 
we are encouraged by the fact that in the post-war years a number of agre¢ 
ments aiming at greater stability have been reached, in particular the Interna 
tional Wheat Agreement and the United Kingdom long-term contracts. The op 
eration of these schemes may have raised difficult problems, but at least they 
have not broken down. 

65. For all these reasons, we feel that the time is now ripe for a new, cor 
certed attempt to achieve greater stability in the field of primary products, an 
that there are firmer grounds than existed in the past for hoping for success 
Types of commodity arrangements 

66. We do not propose to analyse in any detail the various possible types of 
commodity arrangements. The details would have to be worked out separate 
for each commodity by those with expert knowledge of them and by those wit! 
power to negotiate on behalf of their governments. We shall confine this pat 
of our report to a brief description of some of the main types of arrangements 
possible, together with some suggestions for general principles that might l« 
followed. 

67. We are concerned mostly with international measures, although wher 
independent action can be taken by single governments the same general prin 
ciples are usually applicable. Wherever possible, governments should not take 
action that will affect international commodity markets without consultation 
with the other governments mainly concerned. The scope for such independent 
action by exporting countries is limited in the case of most commodities, since 
these countries are generally unable to influence the world market greatly. The 
major importers, especially the United States and the United Kingdom, can 
significantly influence the market for a considerable number of commodities 
but even for them certain types of action are of limited use. Where, for examplt 
a major importing country fixes a maximum import price, this may greatly 
restrict sales of the commodity to it and so lead to unsatisfied demand. 
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68. Both importing and exporting countries, acting independently, can do 
much to insulate their economies from fluctuations in world markets through 
marketing boards, varying taxes or subsidies, and similar measures designed 
to stabilize internal prices or incomes. It is true that when the world price 
rises, it may prove difficuit for governments of exporting countries to resist 
producers’ demands for higher internal prices, and general demands to spend 
the profits of marketing boards or the proceeds of export taxes. In importing 
countries, there is danger in increasing subsidies at times of rising import 
prices, since the subsidies may prove difficult to remove. Despite these diffi- 
culties, we believe that there is considerable scope for national policies of this 
type, but we are concerned in this chapter mainly with international action 
that will reduce the need for such policies by reducing fluctuations in world 
markets. 

69. The main types of possible arrangements are: (@) long-term agreements 
on quantity and price, either bilateral or multilateral; (0b) the allocation of 
maximum production or export quotas to exporting countries; (c) the allocation 
of maximum import quotas to importing countries; (d) the fixing of minimum 
or maximum prices; (€) buffer stock schemes. A variety of arrangements will 
be necessary, and for some commodities a combination of various types of schemes 

ay be found most appropriate. 

70. A fundamental principle of all schemes should be that, save in exceptional 
cases, they do not attempt to make the average price over a period of years 
higher or lower than it would otherwise have been. Their objective should be 
merely to reduce fluctuations around the long-term trend. This is a reason why 
present emergency import allocation schemes, which help to prevent excessive 
prices, Should be supplemented by some guarantee by importing countries of 
minimum prices in the future. For the same reason, schemes should be avoided 
which involve action only by exporting governments acting together or by im- 
porting governments acting together. 

71. Provided fair representation is accorded to both sides, we do not wish to 
rule out any particular type of agreement. We believe, however, that the allo- 
cation of Maximum production quotas should be avoided so far as possible. 
These tend to freeze the geographical pattern of production and may lead to 
unnecessary unemployment of resources; where practicable it is better to stock- 
pile a commodity in times of reduced demand than to limit its production. 

There is no objection to the allocation of maximum export quotas provided 
output is not restricted and any excess is temporarily stockpiled.) Only where 
surpluses cannot be dealt with by stockpiling, and where the working of the 
price mechanism would restore a balance between supply and demand only 
painfully and slowly, should restriction of output be considered. In an ex- 
panding world economy, restriction of output is likely to be both unnecessary 
and undesirable for most commodities. Likewise, restriction of consumption 
by the allocation of import quotas should be avoided except in cases of interna 
tional emergency. 

72. Long-term agreements on prices and quantities may be bilateral or multi- 
lateral. The bilateral type may sometimes be convenient and desirable—for 
example, where one country takes a high proportion of world exports of a com- 
modity and where exporting countries do not feel the need for concerted nego- 
tiation with the importing country to avoid “exploitation.” Since contracts with 
the various suppliers will be made at different times, it is probable that, at any 
one time, different prices will be paid to each, but the agreements need not for 
this reason be regarded as discriminatory, provided one supplier is not con- 
sistently favoured over another. 

78. The International Wheat Agreement is an important example of a multi- 
lateral long-term agreement on prices and quantities. There is no need to de- 
scribe it in detail. The fact that it has worked is a strong argument in favour 
of this type of scheme, and we are advised that similar schemes might be prac- 
ticable for a considerable number of other commodities. The margin between 
minimum and maximum prices, and the provision for limited changes from year 
to year, can ensure a measure of stability for both importing and exporting 
countries while avoiding undue rigidity. There may still, of course, be large 
price fluctuations in the part of world trade in the commodity that is not covered 
by the agreement, and if these are too great the whole scheme may be threatened. 
An international buffer stock to limit price fluctuations in this field might be a 
useful adjunct to such a scheme. 
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Buffe r stocks 

74. To combine a buffer stock with some other arrangement that assured sta 
bility for a considerable part of the world trade in a commodity would also reduce 
the risk that a buffer stock agency would have to buy up too large a part of t! 
world supply. This would be a danger if the agency’s buying price were wel 
above the level that would otherwise obtain, and if traders had no confide: 
in its ability to buy all that was offered at that price. The danger might be 
avoided by allowing an adequate margin between the buying and selling prices 
or by refusing to resell for a certain minimum period, thus inducing consumers 
to keep stocks for current use. The buffer stock agency could clearly not ha 
unlimited financial reserves, but, even if it had to stop buying after a point, 
it would help to maintain the price in times of surplus by taking a part of the 
supply temporarily off the market. 

75. It may appear futile to talk of buffer stocks at a time when they cou 
not be built up without causing or aggravating a shortage of many commod 
But much time will certainly be required to agree on the details of any schemes 
In any case, a minimum price set now, in a period of shortage, would prov 
a valuable assurance to producers; until stocks can be built up, excessive pr 
can be prevented only by import allocations or by fixing maximum prices. 

76. A major problem in buffer stock schemes is that of finance. Storage cost 
may be substantial but manageable. Whether or not they are covered by 
difference between buying and selling prices, any real cost to the world of carry 
ing extra stocks may well be more than offset by the gains resulting from gre 
stability. 

77. More serious, probably, is the problem of providing capital finance. Only 
a detailed examination by commodity experts could give any idea of the possil 
sums required, but these are likely to be substantial. Less might be required by 
buffer stock agencies if they could operate in futures markets and induce appro- 
priate changes in stocks held and financed privately. (This would also re! 
such an agency of the technical burden of storing commodities, though not 
the need to pay indirectly for the cost.) 

78. Much will depend on the willingness of governments to refrain from acti 
that would jeopardize the whole scheme. For example, the sudden liquidat 
of stocks held by a government in connexion with a domestic price support 
programme, or the imposition of import restrictions by a major importing coun 
might throw too heavy a burden on an international buffer stock agency. 

79. Whatever the capital finance required, we believe that in practice it will 
have to be provided both by importing and by exporting countries. Both, as 
have seen, stand to gain from greater stability. Importing countries, in their ow 
interest, would no doubt wish to subscribe to a scheme that was in any case bei! 
organized by exporters, in order to secure a voice in its policy. 

SO. If the participating countries contribute sufficient capital, a buffer sto 
agency organized and financed by exporting countries alone could obviously r¢ 
duce the fluctuations in the world price of the commodity. When the ag 
came into possession of adequate supplies of foreign exchange, it would als 
in a position to have an important influence on the subsequent flow of exchar 
to the exporting member countries. At the present time, however, the fore 
exchange reserves of most exporting countries which are potential participan 
are small. It is hence likely that the initial assets of the agency would con- 
sist largely or wholly of exporters’ currencies, and that it would have to g 
through a complete cycle of purchases and sales of the commodity before 
acquired any substantial supply of foreign exchange. This means that a delay, 
and probably a long one, would intervene before the agency could begin to have 
much effect on the current flow of exchange to exporting countries. Moreo 
any exchange contributed in advance by the exporting countries, or accumulat 
by the agency from its sales of the commodity, would obviously not be available 
to the exporting countries themselves during the periods when the agency held 
such exchange. This effective recurrent segregation of a part of their exchange 
reserves might be a serious disadvantage to the exporting countries. If import 
ing countries also ecntribute to the agency’s capital in their own currencies, 0! 
the other hand, the initial delay and the effective segregation of exporters’ 
foreign exchange reserves could be avoided. 

81. In addition to the other advantages of having the agency controlled b 
importers and exporters jointly rather than by evporters alone, it is therefore 
desirable that both groups should contribute to it, in order to assure that t 
full benefits of its operations will be available from the outset and to strengt! 
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he reserve position of the countries exporting primary products—which are 
in many cases the poorer countries. 

82. A buffer stock agency possessing a sufficient supply of the main currencies 
in which trade in its commodity is conducted could clearly do a great deal to 
smooth out not only price fluctuations but fluctuations in foreign exchange 
receipts due to swings of demand in importing countries. It would seek to 
replenish from its sale of the commodity, in years of abnormally high demand, 
the supplies of different currencies which it used up in making purchases in 
vears of abnormally low demand. The management of the transactions of the 
: ney to this end, in a régime of inconvertible currencies, would present difficult 
problems, which would need to be considered in detail in respect of each com- 
modity, but the general effect would be in the right direction. 

s3. On the other hand, it should be noted that price stabilization, achieved 
by buffer stock purchases and sales in foreign exchange, would not of itself 
stabilize either producers’ incomes or exporting countries’ foreign exchange 
receipts against fluctuations in the supply of the commodity. It would be 

ssible to devise a buffer stock scheme which would stabilize foreign exchange 

eipts in the face of such fluctuations. For example, the agency could pur- 
ase for the buffer stock in the exporter’s local currency in the year of a bumper 

p, and could give the exporting country the right to exchange this local cur- 
rency for foreign exchange held by the agency in a bad harvest year. But the 
stabilization of producers’ incomes in these circumstances would still remain 

matter for separate action. A system of international crop insurance might 

o help to stabilize both producers’ incomes and foreign exchange receipts. 

84. For demand fluctuations in importing countries, with which we are 

inly concerned, the key to stabilization of foreign exchange receipts along 
with prices is the offsetting of fluctuations in commercial demand by buffer 
stock purchases and sales in the currency in which the trade in question is 
normally conducted. No doubt the finance for this purpose will have to come 
irgely from the countries chiefly concerned, but it would be useful to have 

supplementary international source of finance. This would add flexibility 
to the range of currencies available for transactions and would reduce the extent 
to which the exporting countries, in effect, would be merely segregating part 
of their foreign exchange reserves for buffer stock dealings. The provision of 
international finance from a general pool would also act as an incentive to the 
organization of buffer stock agencies, either alone or in combination with other 
rrangements; it would ensure a degree of international sanction against types 
of schemes liable to abuse; and it would reduce the total finance required by 
buffer stocks, since it is unlikely that the maximum financial needs of each 
buffer stock agency would arise at the same time. The International Bank for 
Reconstruction and Development might be an appropriate channel through 

hich to obtain such finance, the more so since greater stability would contribute 
to the economic development of primary producing countries. It might be 
possible for the Bank (or some other international authority) to provide funds 
for the various buffer stocks on, say, a 50-50 basis: and, in raising any neces- 
sary loans itself, to pledge as collateral the total stocks of goods held. 


Conclusions 


85. We suggest that governments should reconsider the case for a series of com- 
odity arrangements of various types as a means of keeping short-run move- 
ments of primary product prices, both upward and downward, within reasonable 
bounds, and of helping to stabilize the international flow of currencies. To this 
end, the International Bank for Reconstruction and Development might indicate 
that it is willing in principle to consider participating in the financing of com- 
odity arrangements that involve buffer stocks. Progress in these directions 
vould make an important contribution to the stability of industrial as well as 
rimary producing economies. 

86. We do not believe that any new international agency to administer a 
omprehensive scheme for a range of different commodities is necessary or 
racticable. The arrangements needed differ from commodity to commodity, and 
must be worked out and put into effect by the countries mainly concerned in each 
case. Co-ordination of general structure and policy amongst the various schemes 
is important, but international bodies—such as the Interim Co-ordinating Com- 
mittee for International Commodity Arrangements and the International Ma- 
terials Conference—already exist and can be used for this purpose. 

87. The present shortage of many commodities does not reduce the urgency of 
the problem. We have already emphasized that detailed agreements take a long 
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time to negotiate and that assurances to producers are required now, both to 
encourage production necessary to prevent continuing shortage and as a quid 
pro quo for the import allocations now being made. ‘The possibility should be 
considered of converting these emergency schemes into permanent stabilization 
arrangements It might also be possible at some future date to use for stabiliza 
tion purposes the stockpiles acquired for strategic reasons. 

SS. It must not be thought that commodity arrangements could completely soly 
the problem of instability in world trade. Even if it were possible to m 
arrangements for the twenty-five most important primary commodities 
value) in world trade, this would cover only one-third of the total. In practic 
it is most unlikely that agreements could be made within a reasonable period for 
so large a number of commodities, and many of those covered might be of cor 
paratively trivial importance by value—though possibly important for strategj 
or other reasons. Nevertheless, it might be possible, by concentrating on a small 
number of important commodities subject to the most violent fluctuations, to 
inake a very substantial contribution to stability. It must not be forgotten that 
a stabilization scheme for one commodity will normally increase the stability of 
others for which it can be substituted either in consumption or in production, 1 
that the greater stability of producers’ incomes in one field will help to stabi 
demand for the manufactures and other products that they buy. 


CraAPpreR ILI—THE INTERNATIONAL FLOW OF CAPITAI 


Stability in foreign trade and economic development 

89. A basic objective of foreign investment policy, as of commodity policy, 
should be to keep the international flow of goods and services as steady as is 
consistent with long-term trends and with the inevitable structural changes 
the world economy. Abrupt fluctuations in either the aggregate volume of tra 
or its geographic distribution only do harm. In the present chapter we exami 
the implications of this objective with reference to the general interest in main- 
taining a steady rate of economic development. 

#0. The maintenance of a steady volume of exports for foreign economic de 
velopment is clearly important to the lending (capital-exporting) countries 
Their own levels of employment depend partly on the production of these ¢ 
ports. If they suffer from recession, maintaining the flow of the exports will 
help support employment. Even if their domestic compensatory policies are 
effective, the temporary diversion of resources to domestic outlets in a period 
of falling exports entails great difficulties and waste. Similar considerations 
apply to those third countries whose own exports depend, in part, on purchases 
made from them by the borrowing countries with the proceeds of loans or equity 
investments which are “untied” 

91. The importance of this steadiness of flow to the borrowing countries is 
even greater. If a recession occurs abroad, their current earnings from ex 
ports will fall. If the share of their imports that is financed by foreign capital 
also falls, both their own development programmes and their entire economies 
are likely to suffer further damage. ‘The ability of borrowing countries to 
counter this double impact from abroad through domestic monetary and fiscal 
policies is often limited, and their resources often inadequate to maintain the 
previous rate of economic development without intolerable cuts in domestic 
consumption 

92. Indeed, there is a good prima facie case for expanding the rate of de- 
velopment in under-developed countries, in times of recession, through foreign 
lending. Such action would obviously help both lending and borrowing coun- 
tries. The practical difficulties are great in most cases, however, and perhaps 
insuperable. Even for programmes already under way, it takes a good deal of 
time to accelerate the production and shipment of most capital equipment. It 
also takes time to put wholly new development projects into operation, even if 
the plans have already been prepared In both cases, if the recession does not 
last very long the effects are likely to be felt too late to do much good. Apart 
from variations made necessary by essentially technical considerations, as a 
rule the most useful and practicable general objective is therefore a steady rate 
of economic development. 

Financing a steady rate of economic development 

93. Steadiness in the rate of economic development may be impossible to 
achieve, however, without variations in the rate of foreign financing. Normally, 
foreign capital supplies only part of the funds required to carry out programmes 
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f economic development. The rest is financed by domestic savings supplied by 
ie borrowing countries themselves. But the domestic savings of such countries 
d to vary with their income from exports. This source of funds is therefore 
ikely to shrink in times of recession abroad. Moreover, the imports directly 
r indirectly required to sustain the programmes consist largely of capital equip- 
ent and other materials, which for technical reasons cannot readily be pro 
iced Within the country. If foreign exchange receipts drop, these goods cannot 
e imported at the previous rate except at the sacrifice of other imports. 
04. To prevent such cuts in imports, which it might be necessary to effect by 
ade or exchange restrictions, the country involved may elect to draw on its 
onetary reserves. It will not wish or be able, however, to reduce these below 
certain point. It may also resort to the International Monetary Fund. But 
the amounts which the underdeveloped countries can count on drawing from 
Fund are small in most cases. In any event, and even if the Fund’s policies 
ere liberalized in the manner suggested in the next chapter, the country may 
inwilling or unable to borrow at short term in order to keep its long-term 
levelopment programme going. It may therefore be compelled to cut is imports 
f capital goods, and thus damage both its own development programme and the 
onomies of the supplying countries, unless it can increase the rate at which it 
tains capital from abroad. If it can get sufficient additional long-term foreign 
ancing, however, or can sufficiently increase the rate at which it draws on 
sting foreign loans or credits, it can continue to import at a steady rate the 
ods directly or indirectly required for the development programme. 


le of national and international lending agencies 

95. We suggest, therefore, that all governmental or intergovernmental agencies 

hich supply capital funds for foreign economic development should be prepared 
to vary the rate at which they provide these funds, in the light of fluctuations 
n the foreign exchange receipts of the borrowing countries on current account 
ind on other capital account and within a total burden of external debt which 

borrowing country can reasonably assume. 

96. In a number of cases in which programmes of development in the borrowing 

untries have been financed in part by loans or grants from foreign govern 

ents, Some attempt has already been made to apply policies of this sort. The 
scope for such action by national governments, however, is necessarily limited. 

97. The purposes and operations of the International Bank for Reconstruc- 

on and Development, on the other hand, make the Bank an eminently appro- 
riate agency for the implementation of the proposed policy on a more general 
cale, In essence, the Bank should stand ready to provide increased outflows 

f funds to member countries for development purposes in times of recession 

the countries to which they export. The chief requisites for a practical pro- 
ramme of this sort are that (a) a general development programme be established 

ell in advance, normally in cooperation with the Bank, so that if necessary the 
ite of the Bank’s lending can be expanded without undue delay; and (b) the 
ank’s resources be adequate to meet such additional demands, in the event of 
i decline in the country’s export income or in its other means for financing the 
programme, 

98. Various situations may arise in which the Bank could properly take action 
n accordance with the principles just outlined. The most usual would probably 
he that in which the Bank and the borrowing country had previously agreed on 
a development programme, which was being partly financed by the Bank. If 
the borrowing country’s own export receipts now drop substantially, it should be 
lowed to increase the rate of its drawings against the Bank’s loan, and thus 
be put in position to maintain a steady rate of importation of the goods and 
services required. The recent increasing participation by the Bank not only in 
specific projects in the narrower sense, but also in broad programmes of general 
economies development, may provide an opportunity for the application of the 
principles here suggested. 

99. Again, there may be an agreed development programme in which private 
foreign capital is also participating, as well as the Bank. If the volume of this 
private participation falls, the Bank should give consideration to increasing its 
own participation correspondingly. Such action is not likely to be feasible, 
however, except with respect to private foreign investment made through loans 
to governments or quasi-governmental institutions. It would be difficult or im- 
possible for the Bank to take over the supplying of capital previously provided 
by foreign equity investment, the more so since the latter also usually involves 
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the provision of managerial skill and initiative, technical knowledge and even 
personnel. This is at present the principal form of international private 
investment. 

100. In a third type of case, the borrowing country may have no programme 
which has been agreed in advance with the Bank, but may find that a fall in its 
export income threatens the imports of capital goods and other items necessary 
to its own development plan. If its situation is such that it can reasonably 
assume an additional external debt burden, it may then appropriately turn to 
the Bank for help. 

101. Substantially similar problems may arise if the country’s development pro- 
gramme had previously been financed in part by loans or grants from foreign 
governments, without any previous participation by the Bank, and if the inflow 
of funds from these sources drops seriously for any reason. There may ther 
be a case for seeking countervailing assistance from the Bank. A recession 
in the lending countries, however, is not itself likely to cause governments to 
reduce such loans or grants sharply, and perhaps not at all. It is true that 
difficulties may arise if the lending country finds its own balance of payments 
under pressure because of a recession in a third country, and on this account 
is forced to curtail its foreign investment, but the cases in which such curtail- 
ment would be necessary are of limited significance at present. This possibility 
apart, the chief danger is rather that the loans or grants may be abruptly reduced 
or terminated for reasons of other sorts. If they had previously been large, it 
might be impossible for either the Bank or any other available agency to offset 
the effects of sudden reductions, at least by measures of the type suggested in this 
chapter. In view of the great damage which would result, it is therefore to be 
hoped that governments will avoid such drastic measures. 


Adequacy of the International Bank’s resources 


102. If the Bank is to undertake operations of the sort proposed, it must be 
prepared to expand the rate of its disbursements on outstanding loans, and 
perhaps to make additional loans, on short notice. 

103. At the present time, it is difficult to anticipate the size of the fluctuations 
which the Bank may be called upon to offset. The answer will turn in large par 
on the extent to which a country’s development programme can be jeopardized 
by declines in its exports, or in other foreign investment in the programme. This 
in turn will depend primarily on the success of the major industrial countries ir 
preventing substantial internal recessions. The need for help, which will vary 
from country to country, will also turn in part on the country’s ability to smooth 
out fluctuations in its capacity to maintain imports by the use of its own monetary 
reserves, and by the use of any additional resources it may obtain from the 
International Monetary Fund. It will likewise be reduced in proportion to the 
effectiveness of any international commodity arrangements into which the 
country may enter. 

104. Given the continued prospect of occasional short but possibly sharp reces 
sions in one or more of the leading industrial countries, however, the need for 
assistance from the Bank to carry out effective policies of the types here suggested 
is clearly likely to be substantial. We are concerned lest the Bank’s present 
resources prove seriously inadequate for the task, both in total volume and i! 
flexibility. This concern arises not only from the present size of the Bank’s 
resources but, more particularly, from its dependence upon the private capita 
market as the main source of funds for its loan and guarantee operations 
Under its Articles of Agreement, only 20 per cent of the Bank’s subscribed 
capital can be used for making loans. Any addition lending must be financed 
through the sale of securities. In order to expand its lending operations in time 
of recession, therefore, the Bank would either have to conserve a substantia 
amount of liquid resources borrowed in good times, or increase its security sales 
during recession. 

105. Either course presents practical difficulties. To sell its securities the 
Bank must rely primarily upon private institutional investors, whose capacity 
and desire to absorb the Bank’s bonds is clearly not unlimited. Their willing 
ness to buy securities related to foreign undertakings may be especially restricted 
at just that time, at the onset of a recession, when the Bank may particular|) 
need additional resources. It is hence clearly undesirable that the Bank should 
continue to be so heavily dependent on so inelastic a source. 

106. There appear to be several possible lines of solution. First, under the 
Articles of Agreement 20 per cent of the Bank’s subscribed capital is paid in 
but of this sum 18 per cent is payable in the member’s own currency and is avai! 
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able for loans only with the approval of the member in each case. In the event 
of a recession, members that now limit the extent to which the Bank can utilize 

s part of their subscription might approve the release of a larger portion. 
Such a step would be the more attractive in times of falling international demand 
because it might help to maintain the level of activity in the member’s export 
ndustries, without entailing any loss of foreign exchange that might otherwise be 
earned from current exports; but it is unlikely to increase greatly the volume of 

ailable funds. Second, the proportion of the Bank’s capital which is paid 

the 20 per cent referred to above, might be increased. So far as members 
pprove the lending of their currency, this would also augment the funds actually 
it the disposal of the Bank for making loans. To effect an increase, however, 
vould require an amendment of the Articles of Agreement themselves. Third, 

the event that the Bank encounters difficulties in placing its securities with 
rivate investors, it might borrow from the governments or central banks of the 
ending countries, under conditions safeguarding the interests of private holders 

f bank securities. From the point of view of the lending countries, this would 
provide a more flexible method. Moreover, it would not require an amendment 

f the Articles of Agreement, though in certain cases national legislation might 
be necessary. Fourth, the Bank’s total subscribed capital might be enlarged. 
This step will be called for, in any case, when the Bank approaches the limits of 
ts power, now fixed by its Articles of Agreement, to borrow and to guarantee. 

107. Whatever the alternative selected, however, we feel that prompt action 
should be taken to increase substantially the total volume of resources available 
to the Bank. An increase would probably be necessary, in any event, to enable 

e Bank to carry out effectively the policies proposed above. It would likewise 
be necessary if the Bank later shares in the financing of the commodity stabiliza- 

on operations suggested in the preceding chapter. Finally, such an increase 
vill also be required to enable the Bank, as appropriate conditions are created, 

participate on a much larger scale than hitherto in broad programmes of 
economie development. 


CHAPTER IV—INTERNATIONAL MONETARY RESERVES 


he need for reserves 


108. However successful the measures proposed in the two preceding chapters 

the fields of commodity trade and international investment, considerable 
fluctuation is bound to persist in the foreign exchange receipts of many coun- 
tries. They will be able to maintain a reasonably stable flow of imports, and 
) avoid periodic tightening of fiscal and monetary policies or of trade and 
exchange restrictions, only if they have adequate monetary reserves, including 
eserves indirectly available in institutions such as the International Monetary 
Fund. 


nadequacy of existing reserves 


109. Our examination of existing reserves has convinced us that they are not 
n general a‘lequate. The total reserves of countries other than the United 
States are now much smaller in relation to trade than they were before the war. 
Their total gold and official dollar holdings at mid-1951 were only one-fifth 
higher than they were in 1937. 3ut their total imports, measured in dollars, 

ive recently been running at an annual rate more than two and one-half times 
s great as in 1937, largely the result of the rise in prices. Their imports from 
the United States have been nearly five times as great. Their reserves can thus 
serve as a buffer only against much smaller proportionate fluctuations in trade. 
There has also been a heavy increase in holdings of sterling, but a large part 
s not freely usable or convertible and cannot be included in free reserves. The 
recovery of gold and dollar reserves outside the United States between 1949 and 

id-1951 has likewise been substantial, but has been accompanied by a similar 
rise in the dollar value of trade. 

110. Present reserves of some countries may, it is true, be as high in relation 
to trade as they were in certain periods before 1937, but the need is now greater. 
In the past, foreign exchange deficits resulting from a fall in export receipts 
could often be offset by allowing, or encouraging, employment and incomes to 
fall, thus reducing the demand for imports; but most governments cannot now 

llow unemployment on any large scale. In the past, at least before 1914, short- 
term capital often flowed to countries with temporary deficits, thus reducing the 
need for reserves. Now, short-term capital tends all too often to leave countries 
that are in difficulties. Only a part of such disequilibrating movements can be 
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prevented by exchange control and, until much more confidence can be restore 
in the stability of exchange rates and in political stability in general, they wi 
continue to be a danger against which substantial reserves must be kept. 
111. Countries other than the United States now have (October 1951), on ; 
average, gold and dollar reserves equal to about 25 per cent of their anny 
rate of imports. Only a part is, of course, normally available to meet interna 
tional deficits. Many countries are obliged, for legal or psychological reasons 
to hold gold and foreign exchange as backing for their currency, and few wou 
in any case, be prepared to use their whole reserve, save in extreme emerg: 
such as war. Keserves are also, inevitably, unevenly distributed. For a f 
countries they are at present adequate. For many, especially in Europe, th 
are less than 25 per cent of annual imports; for some, less than 10 per cent. B 


» 


even a reserve of 25 per cent that can all be freely used is by no means excess 
kixperience shows that a country’s export proceeds can easily fall by 25 per 
between one year and the next A rumour of currency devaluation that advan 
exchange transactions relating to imports by an average of only one month, 
delayed transactions relating to exports and other receipts by one month, wouk 
lead to a drain on reserves equivalent to two months’ imports 

112. Many countries have lost gold and dollar reserves, in twelve mor 
or less, equivalent to 20 to 25 percent or more of their annual imports 
during periods of high world demand. A few important examples are the U1 
Kingdom in 1988 and 1939,' France and Mexico in 1946, Argentina, Canad: 
Sweden, and Turkey in 1{47, the Union of South Africa in 1948 and the Unite 
States in 1950 and 1951 Many other countries would no doubt have suffer 
similar losses had they had reserves to lose and had they not been forced 
restrict imports. 

113. It is noteworthy that the large reductions in United Kingdom res 
in 1988 and 1939, and in United States reserves in 1950 and 1951, led to no cri 
and no intensification of import restrictions; the reserves were in each casi 
adequate. By contrast, the fall in United Kingdom reserves in 1949, thoug 
much smaller in relation to trade, led to an exchange crisis and additic 


restrictions, 
114. The International Monetary Fund provides a comparatively trivial su; 
plement to national reserves, assuming no waiver of the rule limiting members 


annual purchases of foreign currencies to 25 per cent of their quota. On 
average, this represents a mere two and one-half percent of members’ annua 
Imports 

115. The Fund’s holdings of gold and dollars (82.800 million) would, mors 
over, soon be exhausted in trying to offset more than minor fluctuations 
supply of United States dollars that has recently been running at over $20,00( 
million per annum, excluding military aid. They might suflice to offset tluctua 
tions in United States imports as great as those in 1949, but a twelve-mont 


reduction in dollar supply of the same relative severity as that in 1957 and 195 
even if followed by a quick and full recovery in the following twelve mont! 
might well mean a reduction of as much as $10,000 million in the supply of dolla 
over the whole period of two years. Even assuming that countries had pre\ 
ously been running a surplus in their balance of payments with the United States 
(as many had for a short time betore mid-1951), that they could use a part 
their own reserves, and that United States export prices might fall to some 
extent, the remaining reduction in their dollar purchasing power would be f: 
larger than could be met by the Fund's present resources. 

116. All these facts seem to show that reserves of countries other than the 
United States, even when supplemented by recourse to the Fund, are in gener: 
barely sufficient to meet the unforeseen emergencies (such as crop failures, polit 
ical changes and rumours, and foreign exchange speculation) that arise in tl! 
affairs of most countries from time to time, even in periods of general wort 
prosperity. Existing reserves would not enable countries, in addition, to mat 
tain their imports in the face of a recession in one or more major countries that 
sharply, though only temporarily, reduced the demand for exports througho 
most of the world. Statistics apart, a substantial reduction in the sup] 0 
dollars would inevitably lead to widespread exchange crises and a rapid 
of trade restrictions and exchange control. We must therefore examine 
various ways in which reserves might be increased. 


1 September 1938 to August 19539 
2 July 1950 to April 1951 
> See annex for details. 
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Vethods of increasing reserves 


117. One method would be to raise the price of gold uniformly in terms of all 
irrencies, as provided for in the Articles of Agreement of the Fund. Measured 
lollars, the official price of gold is no higher than before the war, while prices 
nternational trade have doubled. The effectiveness of a given gold reserve 
a buffer against trade fluctuations has been halved. Increases of 25, 50 or 
100 per cent in the gold price would raise the reserves of countries other than 
United States by some 3,000, 6,000 or 12,000 million dollars 
IS. It may be that a higher gold price would set in motion inflationary forees 
h would be undesirable save at a time of deficient effeetive demand. It is, 
ever, possible by appropriate banking policy to prevent greater reserves from 
ting national monetary conditions, at least where the banking system is 
iently developed. Higher reserves would, moreover, increase contidence in 
y currencies that have suffered repeated devaluations in the last twenty 
If such confidence reduced the fear that every exchange crisis would 
cessarily lead to devaluation followed by higher prices, the prevention of in- 
on would be facilitated 
119. A higher gold price would, of course, stimulate gold production, and this 
iid in a sense be wasteful. But only a small fraction of per cent of the 
s resources would be involved, and the loss would be offset many times over 


igher reserves reduced the danger of international crises, trade restrictions 
| unemployment 

i120. The benefits of a higher gold price would be uneven. Countries with low 

ld reserves would gain little; those with high reserves, or with a substantial 

d-mining industry, would gain disproportionately. There is also a danger that 

ne countries would soon spend the increase in the value of their reserves, rather 
han keep it as a buffer against trade fluctuations. 

121. Whatever the balance of the economie arguments, it is clear that a change 
in the price of gold raises many political problems and, while all other methods 
of increasing reserves involve international credits or grants—matters that also 

difficult questions for governments—we have thought it appropriate to 
estrict our more detailed analysis to these other methods 

122. Some would involve bilateral arrangements. These include stabilization 

ns from one country to another and the mutual granting of lines of credit 

cover swings in trade balances between two countries. We have, however, 
nfined our attention to multilateral arrangements. These could be of various 
types. Funds could be made more or less unconditionally available to meet 
leficits within specified limits, as in the European Payments Union. Funds could 
made available, instead, in amounts determined by more or less precise rules 
agreed upon in advance, as in the plan proposed in National and International 
Measures for Full Employment. Under this plan, countries suffering from a fall 
their own effective demand would make their currency available to the rest of 

» world. Finally, funds could be made available by an international authority 

its discretion, limited only by agreed general principles and by its total re 
ources, aS in the International Monetary Fund. 

23. In making a choice among the various possible methods, we have been 
influenced, first, by the difficulty of formulating precise rules in advance. How- 
ever Carefully these may be devised, they will often be inapplicable to future 
situations. 

124. Second, we are impressed by the need to make finance available as quickly, 
as cheaply and as freely as possible at the onset of a recession, to prevent.an 
unnecessary contraction of trade. 

25. Third, we recognize that the provision of the necessary additional interna 
tional reserves must include the extension of credit through international insti 
tutions by those countries whose currencies are chiefly needed and acceptable. At 
the present time, the need is primarily for United States dollars. Additional dol- 
lar resources are, however, unlikely to be provided, at least to meet what are 
regarded as normal fluctuations, unless there are firm assurances that the result- 
ing contribution to international reserves will not be dissipated but will constitute 
a truly revolving fund. One way of ensuring this would be to exercise a strict 
control of the use of the resources, but this would run counter to the second 
principle mentioned above. A better way, we believe, would be the enforcement 
of more definite provisions for repayment of any funds drawn. 


The International Monetary Fund 


126. We are reluctant to recommend the creation of yet another new inter- 
national organization to achieve these various objects. The International 
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Monetary Fund already exists and should be used. Nor do we think it usef 
to segregate a special account within the Fund to deal with the problem of 
recession, since this would reduce its flexibility. Certain changes will, h 
ever, be required in the structure and policies of the Fund. This does 
necessarily imply that policies hitherto adopted have been mistaken, but rather 
that they may have to be different in the situation we are considering 
recession in one or more major countries that sharply, though only temporarily 
reduces the demand for exports from most of the world. Some of the changes 
we suggest may, however, be useful even should this situation not arise, \W 
consider first those changes that can be made without additional finance. W 
do not believe that the problems we have described can be satisfactorily solved 
without it, but we recognize that its provision raises special political difficulties 


(i) The 25 per cent rule 

127. The limitation of a country’s right to buy foreign exchange from tt 
Fund in any one twelve-month period to 25 per cent of its quota may n 
that it cannot make full use of the drawing rights normally available to 
less than four or five years. This greatly limits the use of the Fund, especially 
in dealing with those short sharp fluctuations in trade and payments that \ 
believe are likely to occur. It makes ineffective a large part of the Fu 
resources, whose adequacy is in any case open to doubt, at times when the 
most needed. We believe that the Fund should make free use of its right 
waive this 25 per cent rule, especially at such times. The fear that this mig 
lead to an irrevocable loss of its most valuable currencies would be large 
removed by enforcement of the stricter repurchase provisions described below 
These provisions would also diminish the danger that currencies in greatest de- 
mand, such as dollars, would be inequitably distributed. In any case, the gold and 
dollar holdings of the Fund are nearly two-thirds of the total of dollars tl 
could at present be requested by all members other than the United States, even 
if the 25 per cent rule were completely waived to the extent of members’ quotas 
and it is unlikely that every member would wish, or would be eligible, to dr: 
on dollars to that extent. It would be advantageous, for other reasons 
have more gold and dollars in the Fund, but the present limited holdings sho 
not inhibit waiving of the 25 per cent rule. 

128. In appropriate cases, the Fund should also be prepared to waive 
rule that its holdings of a country’s currency cannot exceed 200 per cent of 
quota, especially for countries whose quotas are unusually low in relation t 
the trade fluctuations to which they are subject. 


+} 


+} 


(ii) Repurchase provisions 

129. The present arrangements in general oblige a country that has sold its 
currency to the Fund for foreign exchange (that is, borrowed) to repurchase the 
currency (that is, to repay) when, among other conditions, its reserves increase 
We believe that this provision should be retained, but that in appropriate circu! 
stances the Fund should also agree with members on fixed dates for contractual 
repurchase, a procedure that has already been adopted in several instances. The 
present repurchase obligation is indefinite with respect to changes in reserves i! 
the sense that the member has a specific obligation to repay only in consequence 
of possible future increases in its own reserves that may not actually oecur, and 
the dates of which cannot in any event be predicted at the time of borrowing 
(and even this obligation is subject to certain exceptions). The procedure j 
referred to, on the other hand, would permit the establishment of a firm cot 
mitment to repay at a specified date or dates. This would ensure that the 
resources of the Fund would not be in danger of becoming frozen but would 
effectively revolve, and would hence make it easier for the Fund to lend in cases 
of doubt. Countries will not make such firm commitments irresponsibly ; in the 
last resort they can and must repay out of their own reserves. 

130. We recognize that such an arrangement may also reduce the willingness of 
countries to borrow ; some may prefer to restrict their imports to meet a deficit, 
rather than to mortgage the future. This is a real dilemma and the Fund will 
have to use its judgment in deciding, in particular cases, whether, or in what form, 
to impose the extra repurchase provision. As an assurance to prospective bor 
rowers it might be provided that, when such an arrangement was made at a time 
of recession or when there had been, for any other reason, a substantial fall in 
the international disbursements of an important country or countries below what 
was regarded as a normal long-term level, the Fund should have power to postpont 
repurchase obligations if, in its opinion, a normal situation had not yet beet 
restored. 
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Since we are contemplating a orld in which occasional short, sharp 
lations interrupt a steady upward movement in trade, it would seem appre 
e to spread the compulsory repurchase over a period of time. In this way 
tries could maintain a steady rate of importation at a level not far below 
which would be possible were no lapses to occur—borrowing from the Fund 
the comparatively short periods when their export earnings were abnot 
low, and repaying more slowly during the longer periods of prosperity. 


i provision would also increase the willingness of countries to borrow 


stead of restricting imports 
Their willingness might be further increased if the Fund deferred enforce 
of the present rule that, contrary to the general provision proposed above, 
ros members, at the end of the financial year in which they have borrowed, 
epay half of the amount borrowed even if their reserves have remained con 
t during the vear Chis rule may unduly discourage nembers that have drawn 
y on their own reserves before approaching the Fund 
The present obligation to repay in gold or convertible currency appears 
imited requests to the Fund for currencies other than dollars. We suggest 
the Fund should consider ways of allowing repayment in the currency bot 
This would help members to meet temporary shortages of currencies 


re not completely convertible, including shortages caused by recessions in 
r than the United States. 


(iii) General policy of the Fund 


4. We have already made clear out that. in the event of a substantial 
in the disbursements of an important country or countries, the Fund should 
its resources freely available. We are not suggesting that it should make 
has started, and thereafter adopt a 
e lenient policy. This might cause dangerous delay. So long as uncertainty 
a member country requesting assistance should be given the benefit of the 
The Fund's main criterion should be whether the member can be expected 
epay This involves, among other things, judging whether s foreign ex 
“ve receipts have fallen below the average level at which they can be main 
d over the coming year But if the Fund finds it had to make such an 
te, it should in general accept the judgment of the member, provided the 
makes a delinite repurchase commitment 


inal decision that such a substantial fall 


( 
} 
I 


». In making any estimate of the future average receipts of a member, the 
d should disregard the possibility that a recession in a major country may 
velop into a serious depression It should assume either that corrective 


n will be taken or that the country in question will take other steps to avoid 


ndue contraction in its disbursements to the rest of the world. If these assump- 
us prove erroneous, imports from the country will have to be reduced accord 
but it would be most undesirable, by withholding funds, to force countries 
estrict imports whenever a recession begins, on the assumption that it will be 
lajor one. Nor should the Fund, at the onset of a recession, attempt to con 
its resources for use in a major depression should this develop. There 
ld be no purpose in withholding resources when they are needed in order 
se them when it is too late 
3 At the other extreme, the Fund should not refuse ussistunce to 2 member 
ing from a temporary fall in exports to a major country on the ground that 
rious unemployment has developed there, and that any reduction in output, 
or inventories represents a healthy readjustment. This is irrelevant. A 
stnall drop in employment in the United States, for example, may be accom 
do by inventervy chances that lead to violent declines in the imports and 
of certain commodities. The important question is whether the reduction 
the value of imports is temporary or permanent. Thus, developments in the 
d States in 1949 may or may not have been healthy: but to have argued 
ussistance to a country suffering a sharp but temporary fall in its exports 
United States in that year, on the ground that developments in the United 
were healthy, would have been quite beside the point 
There may be a natural reluctance to make the resources of the Fund 
ble to any member that is pursuing restrictive or other policies not in 
ing with the Fund’s long-run objectives But to refuse assistance I 
country where its exports are falling might well have the opposite 
i. by forcing members to intensify their restrictions. Some progress has 
made in recent years towards a multilateral, nondiscriminatory world with 
inimum of exchange and trade restrictions, and it is precisely because we 
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believe in the need to continue such progress that we think it is so necess 
for the Fund to follow a lenient policy at times of falling demand. Otherwis: 
the next substantial recession may well wipe out the gains of the last five 

Che Fund’s aim at such a time should be to limit the growth of restriction 
making funds freely available Assistance should certainly be forthcon 

a member, whatever restrictions it is imposing, provided these are not intens 


It may even be necessary in practice to allow some increase in restricti 


members that are anxious about their future level of earnings, and wh 


sponsible leaders do not feel able to meet the whole of their deficit by borr 
and thus burdening the future Advances from the Fund will then pert 
service if they limit the increase of restrictions 

138. Indeed, it may be that the Fund, far from being overwhelmed by a 
if requests for assistan at times of falling demand, will find that its 
roblem is to induce countries to accept assistance as an alternative to re 
tion. One method would be to reduce service and interest charges. While 
interest charges are relatively low for limited, short-term borrowings in ¢ 
of the member's quota, the marginal rates now rise substantially fo 
periods and larger amounts, and may inhibit use of the Fund’s resoure 
times when they are most needed to check a cumulative wave of restriction 


(iv) Nize of the Fund's resources 


139. The general policies described in the preceding sections could be ca 
out by the Fund with its existing resources But, as we saw earlier, it w 


unable to cope with more than minor fluctuations unless its resources 
i 
| 


stantially enlarged. Failing this, a reduction in imports into the lt 

of the severity of that in, say, 1937 and 1938, would inevitably lead to wides 
restrictions in other countries, and a reduction in their imports fre the I 
States to the level that could be paid for. If the United States feels that su 
recession would involve a failure to meet its international obligations to n 
tain high and stable levels of employment, even though not necessarily thr 
any fault of its own, or if it regards the maintenance of its exports as a nat 
interest, it could avoid excessive restrictions on its exports by increasing its 
scription to the Fund It is desirable that this should be done in advan 
recessions can develop quickly The subscriptions of other members shou 
increased at the same time, but it would not he necessary to increase all 
same proportion. The opportunity might be taken to revise their distribu 
which is at present very unequal, ranging from 1 to 30 per cent of mem) 
annual imports. Major criteria in revising members’ quotas should ‘be the pri 
able extent of fluctuations in their trade with the world as a whole and 
the United States in particular, regard being paid to the special problems 
under-developed countries described in Chapter I, 

140. If an increase in subscriptions proves impracticable, reliance will have 
be placed on the borrowing powers of the Fund. If, for example, ther 
more than a mild recession in the United States, and if the policies proposed abo 
were pursued by the Fund, after a time its holdings of gold and dollars w 
approach exhaustion \s provided for in the Articles of Agreement, the Iu 
‘ould then seek to borrow dollars from the United States. If the latter decide 

reasous given in the preceding paragraph, to make additional dollars a 
ble, the Fund would be able to offer them to members on terms of repayment 
interest similar to those offered by the United States. The deeper the reces 
the easier these terms would have to be, if countries were to be induced to borr 

till more rather than to meet their deficits by further import and ex« 
restrictions 

141. The choice must in the last resort he with the country suffering 
recession Is it prepared to make its currency available to other count 
through the Fund or in any other way? Such action would help to maintai! 
exports (and so help to maintain its own employment) and limit discrimi 
restrictions against them—restrictions which may prove hard to remove whet 
recession is over. Needless to say, the more other countries can rely in advat 
on the availability of finance should a serious recession occur, the more liber 
their economic policies are likely to be, and the less they will feel compelle 
isolate themselves from major countries liable to large fluctuations. The prospe 
of serious difficulties in transferring payments for the service on foreign invest 
ments will also be reduced, and the international financing of economic deve 
ment will thus be encouraged, These are strong arguments for an increa 
the resources of the Fund at the earliest possible moment. 
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142. At the time of the Bretton Woods Conference in 1944, there was some 
t about the adequacy of the Fund’s resources. But even if they were just 
equate then, they cannot be adequate now, since the general price level (as 
isured by United States wholesale prices) is some 75 per cent higher. This 
ence is consistent with the conclusions we have reuched by quite another 


It may seem strange to advocate an increase in the resources of an insti- 
n which has used only a fraction of its resources in its first four and one 
f years of operation. But these years have been exceptional. The Fund 
intended to meet temporary deficits It was right to bar countries receiving 
under the European Recovery Program from access to its resources. During 
ist year or more, most members have enjoyed unprecedented export receipts, 
1 few have had good reason for recourse to the Fund. But if our analysis is 
rect, there may well arise in the future urgent, general and perfectly proper 
ids for access to the Fund. If it is to perform its functions fully in these 
umstances, the Fund may well need substantially larger resources than it 
possesses 


ANNEX 


EXPLANATION OF Figure oF $10,000 MILLION IN PARAGRAPH 115 


nited States merchandise imports, as calculated for balance of payments sta- 
es, were running at a quaterly rate of $3,200 million in the first half of 1951 

there were a twelve-month fall from this level in the same proportion as the 
quarter by quarter, between the second quarters of 1937 and 1938, followed 
similar rise to the original level, the successive quarterly figures (in thou 
millions of dollars) would be as folows: 2.8, 2.4, 1.0, 1.7, 1.7, 1.9, 2.4 and 2.8 
otal value of imports over the two years would be $17,600 million, or $8,000 
ion less than it would have been had imports remained at the $3,200 million 
throughout. 

In the year ended 30 June 1951, United States invisible payments on current 
account (ineluding private remittances but not government unilateral transfers ) 
were $3,500 million (gross). If, over the twelve months in which merchandise 

ports were falling, these invisible payments fell below this level in the same 
proportions, item by item, as they fell between the years 1937 and 1938, there 
would be a reduction of $500 million, and a similar reduction below the original 
level during the next twelve months of recovery, making a total reduction of 
$1,000 million. 

he total reduction in current payments would thus be $9,000 million. Allow 
ing for a possible reduction in United States private long-term capital outflow, 
and for possible short-term capital movements into the United States induced 
by fear of the effects of a United States recession in foreign countries, there 
might easily be a total reduction of $10,000 million in the supply of dollars 
available to the rest of the world for purchases in the United States without 
drawing on reserves. This calculation takes no account of possible changes 
in United States Government grants and loans, which have recently been running 
at an annual rate of some $5,000 million. 


SUPPLEMENT 


RACTS FROM RESOLUTIONS 209 (XI) AND 341 (XII) or tHe Economic AND 
Socrat Councti 


The present report was prepared pursuant to the provisions of paragraph 19 of 
resolution 290 (XI) and paragraph 5 of resolution 341 (XII) 


E.vrtracts from Resolution 290 (XT) of 15 August 1950 


THe Economic AND Soctar Counc 


Having in mind the obligations of Members of the United Nations under 
Articles 55 and 56 of the Charter to take joint and separate action to promote 
higher standards of living, full employment and conditions of economic and social 
progress and development, 

Having considered the experts’ report on National and International Measures 
for Pull Employment, the report of the Economie and Employ nent Commission 
(fifth session) and the views of various specialized agencies and non-govern 
mental organizations 
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A. WITH THE OBJECT OF ENSURING REGULAR SYSTEMATIC CONSIDERATION OF EMPL( 
MENT PROBLEMS BY THE COUNCIL 


1. Decides to place on the Council agenda once each year, beginning in 1951, 
for consideration in the light of economic trends, the problem of achieving and 
maintaining full employment with progressively improving levels of production, 
trade and consumption, and maintenance of or progress towards the achievems 
of equilibrium in balances of payments , 
©. WITH THE OBJECT OF ENCOURAGING EFFECTIVE INTERNATIONAL FULL EMPLOYMEN 

POLICIES 


I 


9. Recommends that each Government intensify its efforts, while pursuing 
employment and other domestic goals, to achieve and maintain equilibrium 
its balance of payments; such equilibrium should be at the highest possible le 
of mutually beneficial trade and should be characterized inter alia by: 

(a) Conditions of trade involving, along the lines envisaged in the releva 
international agrements: (i) the absence of quantitative restrictions on inter 
national trade imposed for balance of payments reasons and of exchange rest 
tions on current account transactions (as defined in the Articles of Agreement 
of the International Monetary Fund), (ii) a reduced level of other trade bar 
riers and (iii) a minimum of discrimination in the application of such trad 
monetary or investment restrictions as may still exist: 

(b) A level of reserves of convertible currencies and gold which would be 
sufficient to enable a country to meet normal fluctuations in its receipts of fore 
exchange: and 

(c) An inereased and stable flow of international investment funds 


Il 


Recommends that Governments: 

(a) Achieve and maintain, to the extent feasible, a high level and regular rate 
of flow of international investment capital for development purposes ; 

(b) Strive to prevent lapses in the flow of international investment resulting 
from or associated with economic recessions ; and 

(c) Continue to co-operate in efforts to achieve these results by both natio 
and international measures ; 

16. Recommends that Governments: 

(a@) Seek to avoid, in their economic policies and programmes, measures wh 
would be likely to have seriously adverse effects on the balance of payments or 
employment levels of other countries ; 

ib) In the event of a domestic recession, adopt, to the extent feasible, me 
ures to offset the adverse effects of such recession on the balance of payme! 
or employment levels of other countries; and 

(c) Continue to co-operate in investigating ways and means for preventil 
domestic recession from spreading to other countries ; 

17. Urges the International Bank for Reconstruction and Development, w! 
achieving and maintaining in ordinary times a high level and steady rate 
flow of international investments for economic development, to utilize in case of 
recession, all practicable opportunities of increasing its resources, in orde 
expand the volume of its lending, inter alia, by making fullest use of its borr: 
ing capacity; 

18. Urges the International Monetary Fund to make its resources available 1 
its members to meet needs arising from economic recessions as fully and readil 
as its Articles of Agreement permit; 

19. Requests the Secretary-General to appoint a group of three to five expert 
to make technical studies and, after seeking the views of the International Mo 
tary Fund and the International Bank for Reconstruction and Development 
prepare a report in accordance with the objective of paragraphs 15 and 16 above, 
formulating and analysing alternative practical ways of dealing with the pm 
lem of reducing the international impact of recessions that may arise, the report 
to be submitted to the Secretary-General and issued on the responsibility of 
expert group; 


Section B of the resolution refers to the object of encouraging effective domestic 
employment policies 
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Requests the Economic, Employment and Development Commission to 
y the report prepared under paragraph 19 above and to make recommenda 
us thereon to the Council at its fourteenth session 


Extracts from Resolution 341 (XII) of 20 Mare’ 1951 


ue EcoNoMIc AND Socrat CouNcIL, 
Voting with interest the World Economic Report, 1949-50, prepared by the 
Secretariat, 
tking into account General Assembly resolution 406 (V) and 


A 
onsidering that 
The maintenance of international peace and security, the creation of 
ditions of economic stability, and the improvement of the standards of living 
the world’s population are permanent objectives of international economic 
nd social co-operation among the United Nations, 

) Continued progress in creating conditions of economic stability and in 
mproving standards of living requires increases in the production of food, raw 
nuterials and manufactured goods, 

(c) In the under-developed countries, progress toward the objectives enumer- 

1 in paragraph (6) above is limited by the characteristics of their present 
conomic structures, which are reflected in the nature of their foreign trade, in 

vulnerability of their terms of foreign trade, in their dependence on foreign 

intries for capital goods, in low levels of investment and in other factors both 
external and internal which contribute to their low living standards, 

) Some of the adverse factors enumerated in paragraph (¢c) above are being 

ravated by new inflationary pressures, shortages of goods, regulation of prices 

fferent relative levels for different products, and re-allocation of productive 

rs, Which are likely to affect unfavourably the rate or pattern of economic 
elopment of some countries. 

In the industrialized countries, particularly those which are faced with 

he task of reconstruction and re-equipment as the result of war damage, the 

ditional tasks assumed as a result of the international situation are likely to 

e inflationary pressures, 

f) Instability of prices in international markets also affects industrialized 
itries and, in many of them, aggravates internal disequilibrium and makes 
re difficult the necessary increase of their production, 

7) If appropriate measures are not taken, difficulties may arise in trade 
etween the industrialized countries and the under-developed countries when 
esent inflationary pressures subside and when reconversion of defence indus 
es occurs; and some of these difficulties would tend to increase the difference 

ween the levels of their respective productive capacities and also to increase 
he vulnerability of their economies to a decline in the demand for their products 

to a fall in the prices of these products in world markets, with consequent 
favourable economic and social effects, 

1. Recommends that all Members of the United Nations, during the period of 
general shortage of goods, take special measures to bring about adequate produc- 

n and equitable international distribution of capital goods, essential consumers’ 

ods and raw materials especially needed for the maintenance of international 

ce and security, the preservation of standards of living and the furthering of 
nomic development ; 

Recommends that all Members of the United Nations, during the period of 


neral inflationary pressure, take measures, direct or indirect, to regulate at 


t? 


able levels and relationships, the prices of essential goods movin 

onal trade, including capital goods, essential consumers’ goods and raw 
terials ; 

ecommends that the equitable regulation of distribution and prices re 
rred to in recommendations 1 and 2 above be maintained as long as strong 


lationary pressures persist, in order to minimize changes in the purchasing 


ition 414 (XIII) of 18, 19 and 20 September 1951 1 economic and Social 
cil decided to discontinue the Economic, Employment and Development Commission 
the beginning of 1952 to the end of 1954 It decided to place on the agenda of the 
neil each year an item on economic development and an item on full employment 
Part D of resolution 290 (XI) refers to the object of facilitating the Council’s further 
msideration of the problem of unemployment, particularly in the less developed countries, 
and part E to the object of facilitating the implementation of the resolution 
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power, in terms of imports, of current earnings from exports as well as of 
monetary assets ; 

4. Recommends further that all Members of the United Nations take all steps 
in their power to prevent tie development of inflationary pressures, thereby 
preventing speculative profits and maintaining the purchasing power of the 
poorer sections of the population ; 

5. Amends paragraph 19 of Council resolution 290 (XI) to request that the 
group of experts to be appointed under that paragraph include in its report re« 
ommendations concerning the appropriate national and international measures 
required to mitigate the vulnerability of the economies of under-developed ¢ 
tries to fluctuations in international markets, including measures to adjust, 
establish and maintain appropriate relations between prices of raw materials, 
on the one hand, and essential manufactured goods on the other, and thus to 
ensure greater economic stability; and 

6. Requests all Members of the United Nations to report to the thirteenth 
session of the Council on such action as they have taken under the present 
resolution * * *3 


Part B of the resolution refers to the further consideration of the United Nat 
World Economic Report, 1949-50 at the thirteenth session of the Economic and So 
Council 
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Exnuisit No. 38 


SUMMARY STATEMENT ON THE INTERNATIONAL MATERIALS 
CONFERENCE (IMC) (THROUGH DECEMBER 31, 1952) 


Frederick Winant, United States Member, Central Group, January 5, 1953 
SUMMARY 
ACTIVITIES OF IMC ComMMopITy COMMITTEES 


1. Commodities recommended as requiring no allocation 


Disaolution of committee 
n i ia Sept. 
ton linters Sept 
Mar. : 
anese Sept 


Sept. 27 


Commodities recommended as requiring temporary emergency distributions to 
certain countries 


Newsprint__- as Sept. 18. 1952 


3. Commodities recommended as requiring allocation 


| Placed under allocation Withdrawn from allocation 


ith quarter 1951 | Enc 
do Mik 

3d quarter 1951 Er 
4th quarter 1951 End 3d quarter 1953 Sept. 30, 1953 
3d quarter 1951 Mid Ist quarter 1953 Apr. 30, 1953 
do ; End 4th quarter 1952 July 31, 1953 

ith quarter 1951 Mid 2d quarter 1952 Mar. 31, 1953 


of committee 


1 4th quarter 1952 Sept. 30, 1953 
1 Ist quarter 1953 Mar. 31, 1953 
1 2d quarter 1953 July 31, 1953 
i 


the International Materials Conference (IMC) is the collective title applied 

1 number of commodity committees, a Central Group and a Secretariat, 

viich were organized early in 1951 by the nations of the free world to examine 

to propose means of meeting the critical situation in essential raw mate- 
The IMC is located in Washington 


ESTABLISHMENT OF THE IM¢ 


The start of the Korean war on June 25, 1950, came at a time when United 
States industry was already operating at a generally high level of productivity 

th consequent heavy demand for raw materials. In addition to the raw mate- 
rials needs of industry, the United States Government had been attempting to 
ccumulate strategic reserves of many important materials for use in the event 

war (Stockpile Act, Public Law 520, 79th Cong.), particularly in the case 

those United States imports which would be vulnerable to wartime inter 
ference 

llostilities in Korea quickly accelerated military procurement contracts. On 
September 27, 1950, Congress passed an emergency supplemental appropriation 
for the stockpiling of almost $600 million (Public Law 848, Sist Cong.). In 
this period, furthermore, business firms and individual consumers, mindful of 
their experiences during World War II, hastened to increase their inventories 

those raw materials and manufactured items which would become scarce 
n case of an extension of hostilities. Added to all this was inevitable specu- 
lation and hoarding. 
As similar pressures were present throughout the world, a worldwide scramble 
or strategic and critical materials occurred. Unprecedented price increases 
developed as demand overwhelmed supply. In tin, rubber, and wool, the prices 
ose spectacularly; in other materials, such as copper, lead, zinc, nickel, and 
cobalt, the prices rose substantially. Shortages in essential raw materials grew 
to the point of jeopardizing the war effort in Korea, the mobilization effort, 
and the worldwide battle against inflation. 


f 
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On Septem 1950, Congress passed the Defense Production Act (P 
1 which reaffirmed the policy of the United States t 
n through the United Nations and through regional arr 

| defense, and which authorized the President to 


Confronted by the urgency for defense mobilization and economic stabil 

on and dependent on overseas sources for much of its raw materials req 
ments, the United States had the choice of attempting to solve these co 
problems by unilateral action or scattered bilateral negotiations, or attack 
these complex and universal problems in concert with the other nations of 

world It seemed practical and proper that nations of like min 

similar predicament should stand and work together in the raw ma 
field for increased production and effective distribution 

In January 1951, with the United States as spokesman, the United State 
United Kingdom, and France invited the principal producing and cons) g 
countries of the free world to form specific commodity groups. This effort 
toward international cooperation was on a purely voluntary basis and resu 


in an aeceptance of the proposal by 27 governments. The association of 


27 nations to combat the fundamental problem of material shortages was te 
a “Conference.” 
By the terms of the original invitations, the commodity committees were 
sider and recommend to governments the specific action that should be take 
ase of each commodity, in order to expand production, increase 
conserve supplies, and assure more effective distribution and uti 
ipplies among consuming countries.’ The committees are thus limited 
mendations to governments No government surrenders any part 
gnty, me s any commitment assumed by a government unless that gove 
ment formally accepts a recommendation 
The IMC began operations in late February 1951 when the Copper-Zine-Le 
Committee held its first meeting. This meeting was followed quickly by 
ings of other committees dealing specifically with sulfur: cotton and cot 
linters; tungsten and molybdenum; manganese, nickel, and cobalt; wool; and 
pulp and paper Although the scope of the Conference was not limited 
commodities, those initially selected were considered by the three spolist 
governments as requiring the most urgent attention and as not covered by 
international consultive bodies as existed for tin and rubber 
From the beginning, the Conference has been considered an emergenm 
ganization with activities limited to the duration of emergency conditions 


COMPOSITION OF THE I\M¢ 


Commoditu Co piifttees 


Initial membership was determined on the basis bstantive inter 


production or consumption of a given commodity, with an approximate 
division between producers and consumers Invitations were issued for a 


bership of approximately twelve in each committee—large enough to : 
for between SO and 95 percent of the commodity production and consumy] 
ind, at the same time, small enough for effective operations. Once the 
mittees were organized, any alteration in membership became a matter of 
ination by the individual committees. In practice, the committees have 


in size from 11 to 17, with an average of 13. The United States, United Kir 
and France have been, from the start, members of all committees: Canada 


many are members on all of the four committees remaining active at the ¢ 


1 » 
’ 


During the period of organizing, the IMC committees developed operatir 
cedures and practices. Although these vary in detail from one committee t 


ther, they adhere generally to the same broad principles. Two impo 
tices are cited First is the correlative right accorded countries of the ft 
which are not members of a committee. Although their quantitative r 
irements are small, their intrinsic requirements may be important The 

ty committees consider the stated requirements of the nonmember coun 
ind grant them an appearance before the committees to support their clai 
they so wish Second is the effort to prepare recommendations for pos 
action in such a way as will preserve to the fullest extent possible both 


mercial trade channels and normal trade patterns. 
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ntral Group 


Central Group was composed originally of the three initiating Govern 
ts—namely, the United States, the United Kingdom, and France It was 
klvy expanded to include, Australia, Brazil, Canada, India, and Italy To 
»S nations there were added 2 regional organizations—Organization of the 
erican States (OAS) and the Organization for European Economic Coopera 

QOKEEC). Direct or indirect representation is thus given most of the free 
d 


he function of the Central Group is to determine the need for new com 


dity committees and, when needed, to organize them: to reassemble, if neces 
IMC committees which have disbanded; to supervise the Secretariat and 


general to service the commodity committees, being careful in so doing to 
erve the autonomy of the committees. It was felt that the principle of auton 
vy within commodity committees would better permit objective and technical 
vsis of the Commodity in question by the countries chiefly concerned. Such a 
ionship, moreover, precludes any charge of dictation to the many by the 
ected few on the Central Group 
Officers are elected semiannually and consist of a chairman and two vice chair 
The first chairnia was the United States member, followed in turn by the 
ber from the United Kingdom, France and (currently) Brazil. Vice chai 
have been the members from Italy, Australia, Brazil, India, Canada, the 
\S. and (currently) the OREC and the United States 


Necretariat 


‘he function of the Secretariat is to provide service for the commodity com 
ees including the committee secretaries, a statistical unit for gathering and 
piling data on supply and demand, a recording unit to cover meetings of com 

s and their subcommittees, translation and interpreting facilities, a tech 
staff and an information unit for the benefit of the press and the public 
Secretariat is contributed by the participating governments and regional 
ganizations. The United States contributed the executive secretary, while 
United Kingdom and France each contributed an assistant executive secre 
Originally the United States, because of the location of the Conference in 
shington and its status as largest consumer (and in some cases, producer), 
ide the predominant personnel contribution to the Secretariat With the 
ection in committee activities and retrenchment in the continuing activities, 
United States proportion of the contributed personnel showed a marked de 
ise in late 1952 


UNITED STATES PARTICIPATION IN THE CONFERENCH 


tuthoritu 


United States participation in the IMC is by the constitutional authority of the 
‘resident to carry on foreign relations and to consult with foreign governments, 

d by the President's authority under the Defense Production Act of 1950. 

In regard to the former aspect, it should be pointed out that the IMC is a 

sultive, not an authoritative, body. The United States is in no way committed 
advance to the IMC recommendations—it can accept or reject any recom- 
endation. 

In regard to the latter aspect, section 101 of the Defense Production Act 

thorized the President to allocate materials and facilities in such manner, upon 

conditions, aud to such extent as he shall deem necessary or appropriate 
promote the national defense. National defense purposes include foreign 
crams important to the United States defense as well as domestic ones, and 
both imported and domestica'ly produced materials are subject to the controls 
der the act. 

By participation in the IMC, the United States obtains a_ well-informed 
opinion, directly from the source, on the comparative essentiality and the inter- 
relation of necessary defense programs, particularly with reference to the avail- 
ibility of foreign raw materials to United States production programs. Par- 

ipation thus becomes a proper and important part in the administration of 
he Defense Production Act. 

In the recent congressional consideration of United States participation in 
the IMC, the scope of United States agreements with foreign nations arising 
from IMC recommendations was expressly limited. Subject to these limitations, 
congressional action provided recognition of United States participation 
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Responsibility and procedure 


The responsibility for direction of United States participation in the IM¢ 
lodged in the Defense Production Administration (DPA) by directive 
Office of Defense Mobilization (OIM) under date of February 27, 1951 M 
specifically, the responsibility is vested in the DPA official in the Office 
Administrator who serves as the United States member to the Central Gri 
IMC The United States members (who are designated by the President) | 
been successively Edwin T. Gibson, Gabriel J. Ticoulat, James F. King 
(currently) Frederick Winant 

Che United States member selects the United States representatives o1 
IMC commodity committees and directs their activities within the IM¢ 
also provides each representative with an advisory committee compose 
officials of the interested United States agencies 

The United States representatives to commodity committees are chose 
qualifications of negotiating skill and technical knowledge. Their work is key: 
into the domestic allocation and control work of the National Production Aut) 
ity (NPA) either by selecting them from that agency or by relying on t! 
agency to furnish an alternate representative or adviser to the United St; 
representative 

By this close association with NPA, the United States position in the IM 
is kept consistent with the current United States supply position. As the NPA 
materials divisions are in day-to-day touch with the United States industr 
concerned with particular commodities, there is a complete awareness ¢« 
part of the United States representatives of pertinent United States industr 
problems concerning the commodities. Another point of contact with | 
States industry is through the NPA Industry Advisory Committees where, t 
large extent, the prime users and prime producers are informed as to IM 
operations 

Labor is informed generally of IMC operations through DPA’s Deputy Adi 
istrator for Labor 

It is in the interagency advisory committees that the United States posit 
to be taken in IMC committees on particular commodities is developed 
enerally determined In case of interagency disagreement, the differenc 
resolved at the high-level Defense Materials Policy Committee. The 1 
States member sends agreed recommendations of the IMC commodity commit 
requiring further action by governments, to the Defense Production Adn 
trator or the Director of Defense Mobilization, as appropriate. 

An additional link in the chain of direction for the United States repres 
tion is the regular weekly meeting of the United States representative 
the United States member of the Central Group. It is here that consist 
is established to guide the representatives in their IMC work through a 
prehensive evaluation of the progress in each of the committees 


Vodifications by Congress 


Action during the closing days of the S2d Congress brought about two 
changes in United States participation. 

The first modification, by terms of the amended Defense Production Act (Pu 
Law 429), provided that continued United States participation in the IM¢ 
subiect to the follow ing prov ision: 

“No agreement shall be entered into by the United States limiting total I 
States consumption of any material unless such agreement authorizes dor 
users in the United States to purchase the quantity of such material allo 
to other countries participating in the International Materials Conference 
not used by any such participating country.” 

United States reply to the proposed IMC allocations for the third ca 

ter had heen delayed until Congress completed its review of United 8 
articipation in the IMC and made known its findings. Thereupon, United State 

‘cceptance of the recommended allocations was conditioned on agreement 
the several IMC committees to give full effect to the new statutory prov 
Such agreement was given unanimously. 

Similar conditions have been negotiated on every subsequent allocatic 

The second modification was made by the following provision in the “De} 
ment of State Appropriation Act of 1953”. 

“No part of any appropriation contained in this title shall be used to 
any expenses incident to or in connection with participation in the Internati 
Materials Conference.” 
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lhe United States share of total IMC expenses, previously borne by the State 
virtment, had been planned for the fiscal year beginning July 1, 1952 in 
us of a contribution of 57 United States personnel to a total IMC staff of 75. 
m congressional action denying the use of State Department funds for IMC 
wses, DPA agreed to take over the responsibility of providing the IMC with 
minimum necessary United States personnel on condition that other interested 
encies in Government would share in the cost. Subsequently, arrangements 
re concluded between the Defense Production Administration and the Office 
Defense Mobilization, Office of the Director for Mutual Security and the 
epartment of Commerce for the establishment of a working fund, under DPA 
iministration, to support a United States personnel contribution to the IMC 
of not exceeding 25 in the quarter ending September 30, 1952 and further 
ced personnel thereafter. 
\ssumption of this administrative responsibility by DPA is in addition to, 
i consistent with, its directive responsibility for United States participation in 
IMC, and is also consistent with the continued participation anticipated by 
umendment to the Defense Production Act auoted above. 


ACTIVITIES OF COMMODITY COMMITTEES OF IM( 


Although the ultimate recommendations of the IMC committees varied con 
derably from commodity to commodity according to the circumstances in each 
se, the committees all went through a preliminary period of ascertaining the 

» facts with regard to each commodity in order to develop a sound program of 
tion. Thus, immediately following the initial phase of organizing, the com 
ittees launched extensive studies of the supply and demand position of their 
espective commodities. Although each of the commodities selected for IMC 
imination was considered to be in serious short supply, it was difficult to 
scertain the degree of severity in the shortage, probable duration, and the type 
P action called for. 

The first requirement, therefore, was reliable data on supply, both real and 
tential, and on demand, past, present, and future. Although the difficulty of 
his task varied by commodities, in general by about June 30, 1951, the basis 
r sound evaluation was developed and the broad lines of attack on the major 

ems formulated. 

llowing is a brief summary of committee actions by commodities from June 

L951 to December 31, 1952. 


ganese and lead 


Marly committee studies indicated that these commodities were sufficiently 

ar balance between availabilities and requirements to avoid international 

on. Both, nevertheless, were kept under constant scrutiny until improved 
supply made this unnecessary. 


Cotton and cotton linters 


Che original study showed that these commodities were in a reasonable supply 
position, provided no serious crop failure developed. Favorable crops in 1951 
nd 1952 permitted the committee to be dissolved in the fall of 1952 


al 


Wool proved a difficult ease and was one of the rare instances in which no 
committee agreement could be reached. Although there appeared to be a definite 
shortage, With prices much above normal, the political situation in several pro- 

ng countries made it impossible for the committee members to agree on 

sitive proposals. Subsequently, a more realistic appraisal of actual demand, 

plus a favorable supply situation, removed any need for international action 
ind the committee was dissolved in the fall of 1952. 


pand paper 


Newsprint was one of the commodities of the Pulp and Paper Committee which 
caused early alarm and which had important implications for the security of the 

e world. Careful examination showed the problem to be limited to a few 

intries and in these cases to be of temporary nature. The situation was 

eviated by emergency allotments which were arranged by the United States 
and Canadian producers and publishers. The committee was dissolved in the 
full of 1952. 
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7 


Aine 


Zine was placea under allocation beginning with the fourth quarter 0 
Improvement in the supply-demand situation enabled withdrawal from allo 


in the course of the second quarter of 1952. 


Tungsten and cobalt 

In the earlier days of committee operations, shortages in these commo 
were extremely serious and called for international distribution plans begin 
in the third quarter of 1951 for tungsten and the fourth quarter of 1951 for cob; 
During 1952, increased supplies in the free world produced a constantly improy 
situation, and agreement wus reached in the IMC that these commodities wi 


be dropped from allocation at the end of 1952 
ilfur 
Sulfur was determined to be in serious shortage and recommendations 
ernments were made and accepted for international distribution begin 
the third quarter of 1951 Although the supply picture improved through¢ 
the committee felt that some additional time should be conceded for sub 
ition of the extent of the improvement It consequently recommended 
illocation be extended for the first 5 months of 1955—a period half that 
normal allocation period. The United States agreed to the proposal on the poi 
of timing and also as an arrangement which should be helpful in providing 
orderly transition from emergency international arrangements 


Copper 

Copper, likewise, was in serious shortage in the earlier months of committe 
operations It was placed under allocation beginning with the fourth quart 
of 1951 In view of some improvement during 1952, the committee agreed t! 
the allocation for the | quarter of 1953 should be subject to a review at 
end of January to ascertain whether the allocation should be continued for tl 
remainder of the quarter. This provision was agreed to by the United States f 


the same reasons as those noted for sulfur above 


Volubdenum and nickel 

Molybdenum and nickel have been in serious short supply throughout the 
existence of the IMC. Although some improvement occurred in both fields 
1952, the committees agreed that sufficient shortagee existed at the end of the year 
to warrant continued allocations during the first quarter of 1955 Che result 
distribution plans have been agreed to unanimously by member countries. 


EVALUATION OF IMC OPERATIONS 


Che above record of IMC operations demonstrates three important facts: 

1. The Conference has been conservative and careful to recommend the begi! 
ning of allocation only when the facts clearly showed that such a course was 
urgently needed. In cases such as manganese and lead, for example, the co1 
mittees avoided proposals for distribution when they considered the situation 
difficult but not conclusively critical. 

2. Once allocations were recommended, the ability of free world nations 
collaborate Was proven by the remarkable degree of agreement reached on speci 
distribution plans 

3. Far from considering itself a permanent organization, the Conferencs 
clearly shown its determination to withdraw trom a commodity field as soor 
reasonably safe to do so (e. g., the dissolution of 3 out of 7 committees 
abandonment of allocations of zinc, cobalt, and tungsten; and the limited arrange 
ments for sulfur and copper for the first quarter of 1953). 

During the life of the IMC, the raw materials situation has greatly improve 
for the free world. Given all the complex factors involved, it is difficult to gage 
how much of the improvement is directly attributable to the Conference. It is 
clear, however, that IMC has made these contributions to free world secur 

1. It has strengthened the entire free world collaboration in the defense f 
by demonstrating the ability of the nations to agree on basic matters affect 
raw materials. Its value from this standpoint currently and as a precede! 
in case of all-out war is intangible but vital. 

2. In many of the commodity fields, the cooperation of nations in the 
gathering and analytical work of the IMC has been a major factor in quelling 
rumors, fears, and inaccurate data that contributed to “scare markets,” bh 
ing and speculation. 
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some fields (e 
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ind mo 
ss and interch: 


and effective 


me nations, for currency or I 
ely in a worldwide scramble rial IMC 
them at least to obtain the nimun ential 1] 
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In a few commodities ( 


lerwise have been endangered 
e. g., sulfur and molybdenum 

predominant producer and with or without IMC 

rable amounts for the f 


ould have exported 
essential needs of s allies IMC has 
! 


i provided a 
ground for foreign claims that 


has enabled a more effective 
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n which the United State 
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distribution 
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t its supply and proportions have generally 
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economy has not suffered any major dislocations in a critical 
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United States allocations in percent of free world supply? 


! 
Initial 4th quar- |} | Initial 


nmodity ter, 1952 Commodity | quarter 


50.7 Nickel 64. 6 
49. 1 f Sulfur 68.3 
a7 rungsten 43.2 


imated where actual is not availabk 
ExHIBit No. 39 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D. C., June 2, 1952 
To Each Member of Congress: 


INTERNATIONAL MATERIALS CONFERENCE 


The Chamber of Commerce of the United States supports pending amendments 
to the Defense Production Act to prevent use of the machinery of the act t 
support operations of the International Materials Conference. ‘The act was never 
intended for that purpose. 

At the 40th annual meeting of the chamber on April 30, our members adopted 
a new policy pertaining to IMC. Pursuant to that action, Mr. Clem D. Johnston, 
vice president of the chamber, testified before the House Banking and Currency 
Committtee on May 13 in support of those amendments. 

At about the same time, one of the chamber’s publications, Economic Intelli 
zence, carried an article, IMC—Guns and Butter Cartels. The Defense Produce 
tion Administration prepared a memorandum on May 16 challenging the accuracy 
of this article 

The attached documentation of the chamber’s position is being sent you in the 
hope that it will throw further light on the problem while DPA legislation is 
still before you 

Cordially yours, 
CLARENCE R. MILEs, 
Manager, Legislative Department 


THE INTERNATIONAL MATERIALS CONFERENCE (IMC) * 


The following is a critical analysis of the statements published by the 


Defense Production Administration, May 16, 1952, entitled “United States Copper 
Shortage and International Materials Conference (IMC).” The DPA state 
ment has been made with the intent to disprove the position taken in a pub 
lished article of the Chamber of Commerce of the United States (IMC—Guns 
and Butter Cartel, May 1952 issue of Economic Intelligence). 

So that a complete and accurate understanding of the function and activity 
of the International Materials Conference can be gained we must necessarily 
examine the statements made by official witnesses before congressional com 
mittees, and the official statistics presented to date, both by the IMC and respons 
ble officials of the Government of the United States. 

1. The DPA statement suasively attempts to gain the confidence of the re 
by stating: 

“Every nation, including the United States, is a ‘have’ nation with respect 
to some materials and a ‘have not’ nation with respect to others. The United 
States must import as well as export, to survive. * * *” 

This statement is unquestionably true, and anyone, including the most uniniti 
ated, would agree with it. However, our IMC—Guns and Butter Cartel articl 
in no way denied this. The Chamber of Commerce of the United States has 
stated: 

“Many of our nonrenewable and vital resources are being rapidly depleted 
As a result, our industrial economy is becoming more and more depends 
upon foreign sources for raw materials. America is becoming a ‘have not’ 
nation in a number of respects. In 1939 we were net exporters of aluminum, 


copper, and petroleum. In 1951 we were heavy net importers of all three basi 
commodities.” 


t 


Prepared by Economic Research Department, Chamber of Commerce of the 
States, Washington 6, D. C. 
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e fact that the United States has to import materials does not mean that 

eed Government controls and world allocation systems. Furthermore, Mr 
schmann has testified that we have to import 38 metals for our defense 
gram but only 8 of these metals have been included in IMC allocations. 

are obviously receiving the other 30 metals through normal channels of 
ide. Therefore, the IMC is not necessary to enable us to import those materials 
ich we lack. 

rherefore, the statement of DPA, relative to the import needs of the United 
States, has no relevance to our published article, IMC—Guns and Butter Cartel. 

2. Our article further stated: 

Chis international group (1MC) operates without specific legislative authority 

the United States. However, all of its decisions are ‘scrupulously’ imple- 
ented by the Defense Production Administration. Member governments make 

sions through autonomous IMC committees affecting the living standards of 

the countries of the free world Consequently, IMC operates as a super 
governmental cartel.” 

e Defense Production Administration’s statement attempted to disprove 

e chamber of commerce as follows: 

\uthority for United States participation in the IMC is by constitutional 

ority of the President to carry on foreign relations and to consult with 
er nations. Participation is completely consistent with the authority incor- 
ited in the Defense Preduction Act.’ 

lo help illuminate the facts relative to our statement, it is necessary to quote 

m the open hearings of the Committee on Banking and Currency of the United 
States Senate, Thursday, May 15, 1952, as follows: 

The question was raised, Could the IMC operate without the use of the Defense 
Production Act? 

Senator Frear. Under what authority does the IMC, so far as American par- 

pation is concerned, operate? 

Mr. FLEISCHMANN. It operates first under the authority of the Defense Pro- 
ction Act, and secondly, under the authority of the President to conduct foreign 

anairs, 

Senator FrReEAR. The second one has nothing to do with the Defense Production 
Let If you had no Defense Production Act, could you have operated the IMC 
as you did? 

Mr. FLEISCHMANN. No, sir; it could not be made effective.” 

On February 18, 1952, Senator Ferguson on the floor of the United States 
Senate, stated as follows: 

‘I said there was no statutory authority for our participation in the Inter 
national Materials Conference. This has not been denied.” 

Senator Ferguson cited a letter from the State Department as follows: 

‘The authority for the participation of the United States in this Conference 
s by authority of the President to negotiate with other countries in furtherance 
of the foreign policy of the United States.” 

Senator Ferguson further cited a letter from the Assistant Secretary of State, 
Mr. MeFall, to Representative Budge on January 24, as follows: 

‘There is no specific authority for the participation of the United States in 
this Conference, as it is one of many activities carried out in furtherance of the 
foreign policy of the United States.” 

Senator Ferguson further stated as follows: 

“The Defense Production Administration officials claim their agency is partici 
pating under the ‘President's authority to conduct foreign affairs.’ So that 

ere can be no disputing the fact that there is no statutory authority for the 
International Materials Conference. 

The President does have the constitutional authority to conduct foreign 
fairs, but this has never been stretched to include the determination of the 

ing standards of all the nations of the world, including those of every American 
tizen. Only in a completely socialistic state would the power to conduct foreign 
ffairs be interpreted to include power to regulate entitlements for consumption 
its citizens. 

The State Department spokesman also stated that the International Materials 
mference is a ‘voluntary arrangement’—that we voluntarily agreed to restrict 
ir consumption to the decisions of this international body. 

Let us underscore and examine the words ‘voluntary arrangement.’ Who, 
iv I ask, is the volunteer? Did the American consumer volunteer? Did the 

‘ongress of the United States volunteer? Did Government officials volunteer? 
demand that the volunteers step forward and be identified so that all others 
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see who it is that is voluntarily throwing thousands of American work: 


the streets 


oli 
The United States is represented in the International Materials Confere 
a Deput Administrator of the Defense Production Administration, wl 

ed in e Congressional Directory as being in charge of international mater 
ties His decisio in accepting an ‘entitlement for consumption’ for 


United S i am sure, a voluntary one on his part However 


1 of the citizens of 


ts un entitlement for consumption on beha 
the voluntary nature of the program is ended, for, in the wor 
} 


International Materials Conference, ‘in accepting the distribution plan 


roverhinehts assume the respousibility lor seein that their allocations are 


tublished the fact that there is no statutory iuthority for the Int 
teria Conference: nor for Defense Production Administratio 
entitlemen for consumption ot beh f of the United St; 


Nevertheless, once our representative has accepted an entitlement for 


Wiuption, the Government of the United States uses its statutory authority 

it our consumption to that entitlement through the Defense Production A 
ministration 

lt should | ted that t mgress of the United States has refused to 1 
the charter of the International Trade Organization 

Chat the Congress of th nited States has refused to ratify the charter o 

QO is not surprisil iew of the socialistic economic plans contained 
hapter VI, providing fe itergovernmental Commodity agreements Lan 
other things, chapter VI is based on the ‘lief at rld economic difficu 

not be solve y the normal market governing production and consumpt 
ind that, therefore, to assure the “equitable distribution” of a primary comme 
ty, in short supply, we n t to intergovernmental Commodity agreemer 
Which set aside market 

li a statement before the mmittee on Finance of the United States S« 

Congress, William ‘Tayloi ips, Acting Chief, International Resou 
ision, Department of St: iiled on intergovernmental commodity ari 

s. This testimony was given with that of others from March 20 thro 

4, 147 The testimony is as follows 

The CHAIRMAN. Well, you state without equivocation that it is the intent 

State Department that any of these intergovernmental commodity arrangs 

‘nts shall come back to the Congress for approval.’ 

“Mr. PHiuirps. Yes, sir. Any regulatory intergovernmental commodity 
ranvement must, in our opinion, be referred to the Congress.’ 

Subsequently, Dean Atcheson, Acting Secretary of State, submitted the folloy 
ng letter for the record; dated April 15, 1947, to Hon. Eugene D. Millikin, chai 
n of Committee on Finance, United States Senate. Mr. Atcheson stated 

his letter: 

“Insofar as such commodity arrangements impose any obligations on 
United States, requiring legislation implementation in any way, it is the int 
tion of the Department that they should be submitted to the Congress.” 

Therefore, it is precisely clear that the IMC could not operate in this coun 
without the Defense Production Act or some similar legislation if the Defe 
Production Act were allowed to expire. 

That the International Materials Conference is also the result of the socia 
stic influence of other countries is highly evident. In the December 29, 1551 
issue of the British publication, The Economist, there appears an article et! 
titled “The World Overseas.” In making reference to the IMC, The Economist 
states ° 

“Its organization [IMC] is as loose and flexible as that of the British Common 
wealth and its constitution almost as unwritten. It relied not on legal formulas, 
but on the will to cooperate, and the question arises whether such collaboratio! 
an be induced in wider fields of economic policy 

8. The Defense Production Administration, criticizing the Chamber of C« 
merce of the United States, stated in referring to the copper shortage in the 
United States as follows: 

Che shortage occurred largely because United States production failed to 
meet expectations and partly because within the framework of the stabilizat 
program, United States industrial buyers were unable to compete freely for hig! 
priced copper in the world market.” 

It is necessary for us here to examine carefully the words “within the fra! 


work of the stabilization program.” 
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ie Defense Production Administration is technically correct when it says that 
strial buyers were unable to compete freely for copper in the world mar 
Had it not been for this restriction of freedom to buy in world markets, 
ed States importers would have met world competition as we traditionally 
in the past. Even though such language is technically correct, for the 
ense Production Administration to say that the copper shortage was not the 
if IMC is completely fallacious and without basis in fact 
s is evidenced by the fact that copper usage within the United States was 
led by the Defense Preduction Administration under the controlled-mate 
plan (CMP) No one can use Copper without a CMP allecation. The total 
itions of CMP copper “tickets were designed to keep the United States 
Inption of copper with the limits imposed by IM¢ Copper allocations 
r the controlled-tmiaterials plan determined the maximum level of Copper con 
ption in the United States 

hile American importers were kept from competing in world markets in the 
radition of Tree enterprise, Loreign vernments with United States funds 
quite willing and able to make substantial purchases of high-priced copper 

ld markets 
is thanifestly clear that if American business had not been restricted by 
States Government implementation of IMC policies, they would have gone 
he world market an l acquired the necessary amounts of copper to meet our 
ition needs both for defense and civilian consumption 
In criticism of the national Chamber's article, the Defense Production Admin 
on stated as follows: 

\n analysis of the article, IMC-—Guns and Butter Cartel, brings to light 
al serious errors which account for the erroneous conclusion that the United 
s was deficient in copper in the first quarter because of IMC operations 

chief fault found with the article is the application of an untenable formula. 
separate statements of little relationship have been pieced together and 

1 with some inaccuracies as a mathematical formula to achieve a precise 
mination.” 
Che Chamber of Commerce of the United States is opposed to international 
ious under the present world conditions. The article was not intended to 
forth the amount of copper which this country should receive under this 
ula or any other formula, as the chamber of commerce believes that the 
ted States copper consumption should be determined by market forces rather 
by governmental edict. The only purpose in making the computation in the 
onal chamber’s article, IMC@—Guns and Butter Cartel, was to show clearly 
the IMC could not possibly have been using the methods of allocation and 
tribution described by Messrs. Fleischmann and Ticoulat in their appearance 
fore the Senate Banking and Currency Committee 
It is interesting to note here the statement of Charles E. Wilson, then Defense 
bilizer, before the Committee on Banking and Currency of the United States 
Senate, Friday, March 21, 1952, wherein he states 
lirst, the share of world supply recommended for the United States has in 
ery case corresponded closely with the share the United States secured for 
self in the days of free competition for supplies in the years of 1948, 1949, and 


Fleischmann, Administrator of the Defense Production Administration, 
d before this same committee on this same date: 

* IT might just state very briefly in response to vour direct question that 
he basis of allocation in most of these metals is this: The defense production, 
he mobilization contribution of each country, is assessed as carefully as can be 

us, and that amount of copper for the mobilization effort of each country is 
st set aside. That is a preferred use, you see, in each one of the countries 
it is contributing anything to our mobilization effort. After that an estimate 
s made of the available balance of the world supply in accordance with the esti- 
ite of probable supply and that amount, which is the amount going to the civil 
n economy, is then divided on a historical basis.” 
In response to Mr. Fleischmann’s statement, the following took place: 
Senator Bricker. This international conference is distributing the copper and 
ler strategic materials to countries who are taking some part in the defense 
gram. 


Mr. FLEISCHMANN. They are sharing only on a percentage use, based on their 
ivilian use. In other words, unless they are contributing to the mobilization 
rogram, they get no recognition in the mobilization program.” 


dsY8S8—54— pt. 4—73 
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These two statements made by Messrs. Wilson and Fleischmann, are basic; 
inconsistent with each other. Obviously, if there is a preferred allocation 
defense. the United States would logically get the largest share of such alloca 
tion. Therefore, our total share would be larger than in the years of 1948 
throuch 1950, rather than merely equal to it as stated by Mr. Wilson. 

Mr. Ticoulat, principal United States representative to the IMC, stated befor 
the same committee on March 21, last, in discussing copper, that 

“The method back of the IMC distribution plan was a priority for direct 
fense requirements, provision for minimum strategic stockpiles, and the disti 
tion of remaining supply for civilian requirements on the basis of consump 
in 1950." 

The national chamber wished to determine whether the copper allocation to the 
United States had actually been made under Mr. Ticoulat’s formula which corr 
sponds with Mr. Fleischmann’s explanation of the basic principles of allocat 
and distribution. The Chamber of Commerce of the United States made the fi 
lawing computations, based on the official statements of Government witnesses 
before congressional committees. 


1. United States allocation under IMC, Ist quarter, 1952, as World su} 
per Mr. Ticoulat percent 
10 percent for United States military (Fleischmann testi- 
mony ) \. United States military copper (40° percent 
times 4! 1 percent) percent 
Military budgets (Harriman testimony) 
A. NATO, including Germany $14, 000, 000, 000 
B. United States S64, 000, 000, 000 
Ratio, military budgets, NATO to United States 14 
NATO military copper, including Germany (14/64 times 
19.6) percent 
Total military free world copper (line 2 plus” line 
D) percent 
Total civilian free world copper (100 percent—line 
G) percent 
United States civilian consumption, 1950, as per Ticoulat 
Statement percent 
United States civilian allocation (on historical basis) (47.3 
pereent of 76.1 percent) percent 
United States total allocation should be (line 2 plus line 
9) percent 
11. Actua! IMC allocation to United States (1st quarter, 1952, 
(line 1) percent 
12. Deficit (line 10 minus 11) percent 


5. The Defense Production Administration’s criticism, of the national cha! 
ber’s article, contains a table (p. 4) which was also presented by Mr. Ticou 
hefore the Senate Committee on Banking and Currency. 

This table shows that in 1950 the United States consumed 47.3 percent of 
total free world supply of copper which is now contradicted by IMC offi 
figures. Let us analyze this matter. 

Since the chamber of commerce’s article, [IMC—-Guns and Butter Cartel, was 
published, the IMC has published its official report covering the first year of 
operations. The IMC report, on page 67, shows that the free world consumpti 
of copper in 1950 was 2,640,400 metric tons, and that the United States consum) 
tion was 1,304,700 metric tons. This gives the United States a total consumptio! 
of 49.4 percent of the total free world consumption of copper in 1950. 

The error in Mr. Ticoulat’s statement is a very serious one as it gave 
impression that the United States is receiving a greater share of copper 
under IMC, than we received in 1950. This, obviously, is incorrect, as we 
allocated a smaller share now under IMC (49.1 percent) than we actually ¢ 
sumed in 1950 (49.4 percent), according to IMC"s official figures. 

6. The chamber of commerce was criticized for not making an adjustment 
the 1950 military “take.” The chamber has good reason to believe that the 1 
tary “take” in 1950 could not have been as great as the 3.4 percent as cited 
the Defense Production Administration, since this would have constituted a 
7 percent of all the copper consumed in the United States at that time 
must be remembered that our military production of hard goods did not ass 
serious proportions until 1951. In 1950 the production of consumer durahes 
home construction, and producer's plant and equipment, were at an all time hig! 
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Obviously, the military “take” in 1950, as presented by the Defense Production 
\dministration, ust be an estimate as there were no controls in effect for most 
the year and there are no accurate statistical data available, even to Govern- 
ent officials, to show the amount of copper going for military purposes at that 
ie, 

If the national chamber erred in not making an adjustment for the 1950 mili- 

vy “take” for copper, Mr. Ticoulat’s error would be a compensating one. If 

t percent is to be deducted from the United States total consumption as the 
Defense Production Administration suggests, it should be deducted from 49.4 
percent (the true United States consumption in 1950 as presented by IMC of- 

ial figures) rather than from 47.3 percent as presented by Mr. Ticoulat.* 

The Chamber of Commerce of the United States quoted Mr. Fleischmann as 

ng that the military is receiving 40 percent of all the copper used in the 
United States today. The official testimony of Mr. Fleischmann before con- 
-ressional committee reads as follows: 

“The basic difficulty is a very simple one. Forty percent of our supply of 
copper—and we are the biggest user of ¢opper in the world—is going right into 
he military program.” 

Even though Mr. Fleischmann made an unqualified statement without refer- 
ence to quarters, or that it was on a so-called CMP basis, the Defense Production 
\dministration nevertheless has criticized the national chamber’s article as 

LLOWS : 

The article mistakenly assumed that the first quarter was involved and that 
IMC, not CMP was under discussion.” 

This criticism by the Defense Production Administration is completely un- 
istified as it makes no difference whether the national chamber applied the 
{0-percent military “take” to the lirst or the second quarter of 1952, as the United 
States share of the total free world copper in the first and second quarter of 
1952 are identical. Therefore, this criticisin by the Defense Production Admin- 
stration merely confuses the issue by introducing irrelevant statements. 

7. The Chamber of Commerce of the United States, in its article, IMC—Guns 
nd Butter Cartel, had quoted Mr. Edmund Getzin of the State Department, as 
follows: 

No standard method of calculating military requirements has been developed 
Reliance must, therefore, be placed on other criteria such as the relative pro- 
portion of military requirements to total requirements and upon budgetary fig- 
ures for military expenditures. These eriteria, while not accurate, do serve 
as a rough check.” 

The report on operations of the IMC clearly shows that these are the only 
criteria that could be used. On page 20, IMC states: 

The difficulties in collection of the necessary statistical data were similar to 
those which have been encountered by other organizations which have had to deal 
with comparable problems. Methods for gathering and compiling trade statistics 
ary from one country to another. Production and consumption figures are not 
always Classified in identical categories of products. In some countries, for in 
stance, figures relating to consumption of metals may include semimanufactured 
products as well as the primary metals, or as in the case of cotton, the distinction 

ay not always be made between raw linters and cotton waste. When trade sta- 
tistics are the only possible source of information, the countries are not always 
able to vouch for the validity of their own figures. Returns on questionnaires 
must be closely serutinized, to eliminate the risk of errors and duplication in 
reporting. There is a wide variation in the reliability of statistics from one coun- 
try toaunother. Even the countries which have had long experience in the collec- 
tion of statistical information have difficulties in reporting historical data aceu- 
ately and in estimating future trends. These difficulties are greatly intensified 
n countries which have not yet fully developed the necessary domestic organi 
zation for handling such work.” 

The report on operations of the IMC, states: 

Requirements are assumed to have been screened by governments prior to sub 
mission. It is recognized, however, that methods of screening and degree of 
essentiality may differ from country to country. Although ideally, screened re- 
quirements might provide the most equitable basis for allocation, the committee 
has found it impractical thus far to screen effectively requirements submitted by 
governments” (p. 30). 


* A revised computation will show this adjustment. 
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While Mr. Getzin’s remarks have been described as informal, it is quite ob 
that they are in complete accord with the statements made by the IMC, itse 
Chis evidence amply nullifies and criticism made by the Defense Product 
Administration against the use of Mr. Getzin’s remarks by the Chamber of ¢ 
he United States 
tional chamber, in its article, IMC—Guns and Butter Cartel, furt 
rriman, Director of recently testified before Congress 
the military budget of e European countries (NATO), 
S14 billion for the coming yea! Hie further stated 
ed States budget would be S64 llion.’ 


ction Administration criticized the 1 


resulting from the above budget comparison was there 

per needs of the European countries of NA’TO, inel 

hand and those of the United States on the other hand 

‘nitirely ignored the fact that IMC committees include 1 
ide of the European NATO group and Germany, wl 

vy budgets and plans.” 

cized for failing to include countries o 
ropeal | rroup and Western Germany which have signilic¢ 

iry budgets at pleat \ close inspection of IMC locntions shows 
hat can be included in this catevory was le 


total copype for al ountries tf 
than 10 percent of the f world’s copper Assuming that military progra 
| 


| 
consume 10 percent of the copper allocated to these countries, which is a genet 
estimate, then the copper going for military purposes (European NATO including 
Western Germany p all other countries with a significant military prog 
except the United State would amount to about 5.8 percent of the total 
world supply Che national chamber has been criticized for using budget 
parisons. The efense oduct Administration’s statement says: 

should happe hit urepean ATO countries were und 


program in small-arms an unition, the requirements Tor copp 


could be inferred from the dollar mark of the budget 


supposition, but there is no evidence whatsoever that such is 


rhe Defense Production Administration’s statement continue 
tking, the European countries in NATO are concerned 


Gen iV Spear 
hard-goods programs which depend primarily on basic metals.’ 


These stutements are ; variance with the information supplied both t 
House and the Senate Committees on Foreign Relations by the executive brat 
of the United States Government The committee print, entitled: “The Muti 
Security Program for Fiscal Year 1953,” includes the followin 

“The United States contribution is composed mainly of major items of m 
tary equipment which can be efficiently produced in the United States and could 
not be produced in Europe in time to meet the scheduled buildup. Most of the 
remainder of the United States contrbiution is in the form of key commoditie 
necessary to permit the Enropeans to put primary emphasis on the raising ai 
training of troops, on the provision of barracks and other physical facilities 
and on the provision of expendable supplies, soft goods. and those items of 
military equipment in which European production is relatively efficient. Euro 
pean forces can, of course, be raised and maintained in Europe at a small fraction 
of the cost of assembling, trarsnorting, and maintaining American troops abroad 
This division of the job makes possible the largest total of trained and equippe 
forces in Europe.” 

“* * * by far the largest portion of the United States contribution to the 
European NATO cefense buildup takes the form of major items of military equ 
ment Included here are guns, ammunition, tanks, trucks, and other military 
vehicles, aircraft, vessels, radar and communications, and other items of majo 
equipment, to meet the requirements of the forces in being or agreed to b 
provided according to the schednle of the NATO force buildup.” 

In the face of this remarkable statement it is natural to question whether the 
United States should not have been allocated more copper than that allocate 
prior to the Korean wat 

The national chamber is fully aware that the character of the program unde 
a military budget, not the gross budget, determines the raw materials needs. TT) 
fourteen-sixty-fourth ratio was used with confidence that it erred on the sid 
of understatement and the preceding quotations fully support the national cha 
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s position. The Defense Production Administration has criticized as fol 


* the error in each of the successive steps of the formula means a total 
r of far more than the sum of errors; the original error is more nearly com 
inded.” 
However, from the preceding analysis, it would appear that any errors made 
unquestionably due to the conflicting statements by Government officials 
emselves, 
) The Defense Production Administration further stated that 
ven if the formula were valid, a recalculation on the basis of the correc 
ns listed above would more than eliminate the deficit as claimed in the article 
ppearing in the chamber of commerce publication.” 
If all of the adjustments for the military plans of countries outside of Euro 
pean NATO group are made, as suggested by the Defense Production Administra 
n, and if the national chamber accepts the Defense Production Administra 
n’s estimate for the 1950 military requirements, which can only be a guess by 
Defense Production Administration, as no reliable statistical evidence is 
lable, the adjustment still leaves the United States with a very substantial 
eficit according to IMC’s own formula. 
\ revision of the computation follows: 


1. United States allocation under IMC, Ist or 2d quarter, 1952 World supply 
as per Mr. Ticoulat and IMC percent ae | 
10 percent for United States military (Fleischmann testi 
mony): A. United States military copper (40 percent 
times 49.1 percent) percent 19. 6 
Military budgets (Harriman testimony) : 
A. NATO, including Germany $14, 000, 000, 000 
B. United States $64, 000, 000, 000 
Ratio, military budgets, NATO to United States 14: 64 
NATO military copper, including Germany (14/64 time 
19.6 percent) percent 
Estimate of copper required for military programs of nat 
other than United States and European NATO __percent 
Total military free world copper (lines 2 plus 5 plus 6) 
percent 
Total civilian free world copper (100 percent minus line 7) 
percent 
United States civilian consumption, 1950 (49.4 percent from 
IMC data less 3.4 percent from DPA criticism) 
pereent 
10. United States civilian allocation (on historical basis) (46 
percent times 75.1 percent) percent 
11. United States total allocation should be (line 2 plus line 
10) percent 54. I 
Actual IMC allocation to United States 1st or 2d quarter, 
1952 (line 1) percent 5.0 
Deficit (line 11 minus line 12) do 5.0 


The national chamber has at no time suggested the specific amount of copper 
which this country should receive, but has made these computations in order 
to merely show that the formula described by Mr. Fleischmann, at the hearings 
before a congressional committee, was not actually used in making IMC alloeca- 
tions. 

No matter how the computation is made, a deficit remains using the formula 
described by Mr. Fleischmann. 

10. The Defense Production Administration's criticism continued by stating: 

“The United States, in spite of the urgencies:and shortages of the period, has 
been using more copper than it used prior to IMC, and just at a time when the 
defense mobilization and military supporting programs have been increasing in 
most countries of the free world.” 

The United States share in the free world’s copper, according to IMC’s own 
published figures, dropped from 49.4 percent to 49.1 percent. The following 
pertinent testimony is taken from the transcript of the hearings before the 
Senate Banking and Currency Committee: 

“Senator Bricker. Now, do the other countries allocate like amounts to their 
military programs? 

“Mr. FLEISCHMANN. Well, nobody, as you know, has as large a military 
program as we do. 
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“Senator Bricker. That is what I am getting at 

‘Mr. FLEISCHMANN. That is correct. But you see their share of the ir 
national supply is cut down depending on the size of their military percentag 

Since we are obtaining approximately the same share of copper as we obtains 
in 1950, and recognizing that we are carrying the largest part of the defens 
burden, as substantiated by Mr. Fleischmann’s statement, our civilian econor 
is, therefore, being reduced more drastically than the rest of the free wor 
This is in accord with the statement made by Mr. Getzin that 

“A fixed base does not allow for new industries or expanding economies 
is therefore usually unacceptable to certain countries undergoing rapid econ: 
development. Usually the solution has been to adjust the base in favor of s 
countries upon the submission of acceptable evidence and in recognition 
genuine need.’ 

The International Materials Conference, in its official report on operat 
substantiates the statement of Mr. Getzin. The report states: 

“The committee selected 1950 as the most representative year for the larges 
number of countries. The special circumstances of those countries for wl 
1950 was not regarded as a representative base year were taken into accou 
Such countries included: * * * countries with expanding production. Adj 
ments were made which met, to some extent, the circumstances of tl 
countries.” 

11. The Defense Production Administration claimed that 

In the opinion of government and industry officials, closest to the copy 
situation, the United States share as recommended by the IMC has been 
under the circumstances.” 

The national chamber is unaware of any statement by responsible indust 
officials, either copper consumers or copper producers, which would support 
statement. The fact of the matter is that the United States copper consume 
have been forced to cut back their usage of copper more drastically than copp 
consumers in other countries. On this point, the following is significant: 

Senator Bricker asked Mr. Fleischmann whether it was not true that cour 
in Western Eurone had increased their production of automobiles in 1951 
pared to 1950. Mr. Fleischmann responded : 

‘It is true, I think, that England has increased the production of 1 or 2 ite 
like automobiles. On the other hand, our second biggest use of copper—perhay 
our biggest use—-is in construction and what has England or Canada don 
construction? They have absolutely stopped it There has not been a ne 
school built in England literally, I am told, since the war.” 

This statement is completely unfounded. The British Information Serv 
an agency of the British Government, has indicated that a very substantial pr 
gram of school construction was under way. To quote Mr. David Hardn 
parliamentary secretary to the Ministry of Education, we have documentary 
dence that Mr. Fleischmann’s statement is without basis in fact. The following 
is taken from the transcript of the hearings before the Banking and Curret 
Committee of the House of Representatives of the United States Congress, Ma) 
1952 

Mr. Wotcorr, Do not the British have quite an extensive civilian construct 

n I say civilian, I mean schools, public buildings, and so forth. 
FL RISCHMANN. No, at least my own information is directly to the « 
There haven't been any schools built over there, as I am informed 
ent times since the war.” 
When you appeared in the Senate on this same bill, you ma 
is true, I think, that England increased the production of 
like automobiles On the other hand, our second biggest use 
haps our biggest—is in construction, and what has England 
Canada done in construction? They have absolutely stopped it. There h: 
been a new school built in Fne¢land literally, T am tol since the wa 

“Mr. FLEISCHMANN. That is what I am told. I believe that is true.” 

“Mr. Worcorr, Have you done any research since then which might pron 
vou to change your opinion on that? 

“Mr. FLEISCHMANN. No, sir. it could be wrong. IT was asked about that an 
I gave the answer I believe to be correct. I could be very wrong. I believ 
they have restored schools that were bombed out, but they have had no ne 
school construction 

“Mr. Wotcorr. Here is what the Minister of Education had to say in the 
House of Commons on that question. This is from the British services, so we 
assume that it is reasonably correct: 
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\ debate on education took place in the House of Commons at the end of 
1951. Several points arising from the recently published annual report 

e Ministry of Education were discussed during the debate 

rhe provision of new schools 

‘The then parliamentary secretary to the Ministry of Education, David 
Hardman, spoke on behalf of the Government He said that by January 1954 
there would be 1 million more children than there were in January 1947, and 

1959 the increase would reach 1,380,000. In addition, the school life of each 

d has been lengthened by 1 year This has demanded an increase in the 

tal number of school places of about 20 percent. By June 1951, 525,000 of the 

equired 1,150,000 new places were in use, and 414,000 were under construction 

At the current rate of progress, the remaining 211,000 places should be provided 

time, the new schools, moreover, would be provided in those parts of the 

ntry where they were most needed. 
Until 1951, four-fifths of new school building had been for primary schools, 
the balance had been changed and in the future secondary school building 
uuld predominate.’ 

Then there are details of the program, and then the British Information 
Service furnished some pictures of schools built of aluminum, which surpass 

ything which we are building in this country 

Here is one. St. Helen’s R. C. School. I don’t know what that means sethel 
\venue, Canning Town. 

Here is another one, Coventry, that exceeds anything I have ever seen in 

chool structure—all of aluminum 

Here is the new Stevenage School, in which the hallway looks to me to be 

ih larger than in any of the schools which we are building in America today 

I guess these are aluminum desks, too 

‘The CHAIRMAN. Are they schools? 

‘Mr. Wotcorr, Yes. There are pictures of them, showing the children 

Mr. FLEISCHMANN. As to the general school construction program, it is 

vious, from those figures, that I was wrong, which is an indication that you 

ouldn’t answer questions when you don’t know the answer, which was the 
with me in the Senate. 

i2. The Defense Production Administration, in its critical statement of the 
National Chamber’s article, I. M. C.—Guns and Butter Cartel, takes issue with 
the word “cartel.” The Defense Production Administration’s criticism states: 

“Another point to refute any charge of ‘cartel’ is in the composition of the 

mmittee.” 

Senator Ferguson, on February 18, 1952, stated on the floor of the United States 
Senate as follows: 

“TI charge that the International Materials Conference is a cartel designed to 

ocate the raw materials of the world and influence the prices. Mr. Thorp’s 
etter confirms every statement I made. The State Department does not take 

ssue with any of the facts I presented to the Senate 

“Perhaps it may be well at this point, Mr. President, to refer to dictionary 
definition of a cartel. The Funk & Wagnall’s New Standard Dictionary defines 
the word as ‘a combination or clubbing together as of political or commercial 

erests.” The International Materials Conference, as described in Mr. Thorp’s 

ter, fits this description. 

Mr. Thorp’s letter says: 

“*The first task of an International Materials Conference committee is to accu 

ulate and review the facts of supply and demand. The committees, therefore, 

rculate questionnaires on requirements, production, consumption, and stocks to 

| countries which are significant producers or consumers. If an examination of 
the facts in the committees show a substantial disparity between available sup 
plies and the requirements of the free world for defense and essential civilian 
purposes, the committees recommend a plan of equitable distribution.’ 

This statement in the files of any trade organization engaging in these same 
purposes would be sufficient to secure a criminal conviction under the Sherman 
\ntitrust Act. 

“Mr. President, there can be no question that Mr. Thorp’s letter creates an 
international cartel. As I stated, if any group of corporations puts the same state 
ment on paper, it would be sufficient to secure a criminal conviction under the 
Sherman antitrust law. Apparently the Government is not subject to the law of 
the land.” 

13. In conclusion, the Chamber of Commerce of the United States believes that 
the International Materials Conference (IMC), by restricting consumption of 
strategic materials for civilian purposes either produced in this country or pur- 
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chased abroad, could materially lower American living Standards and sn 
American industry to control by international committees made up in 1 
respects of our competitors 

The United Nations, in a bulletin entitled “Measures for International Fy 
nomic Stabilization,” has pointed out that the possibility should be considered of 
converting schemes such as the IMC into permanent stabilization measures 

Such arrangements could easily destroy international markets and would be 

riance with the free multilateral trade sanctioned by this country Further 

ore, such schemes could prolong and worsen international tensions by enco 
iging in many Cases extravagant or unnecessary uses of strategic materials ay 
because governments act in the commodity markets, every dispute, every diff 
ence of opinion, every decision is likely to divide nations into opposing host 
groups rhe free and open private market does not lead to such hostile relations 


APPENDIX 


POSITION OF THE CILAM R OF COMMERCE O NITED STATES Rei 
ro THE INTERNATIONAL MATERIALS ( i p (1952) 


material, product, or service should be controlled by governm«s 

or otherwise, except when, and then only so long as, the supply is 

to meet the budgeted needs of national defense, including stock 

zed military assistance to foreign nations. Even under such cirt 
such controls should only be in accordance with specifically authoriz 

ssional policy 

Our international trade should be conducted by ] 
through the normal channels of trade developed by them operating 
‘enterprise, and should be as free as possible of artificial restrictions impose 
overnment Our Government should not directly or indirectly enter in 


ny agreements or understanding concerning the allocation or distributior 


wivate individuals ar 


} 


any material, product, or service in international commerce, so long as there 

n adequate supply to meet the budgeted needs of national defense, including 
tockpiling and authorized military assistance to foreign nations. There sl 

alistic application of these policies.’ 

In discussing the Defense Production Act, Mr. Clem D. Johnston, of the Chan 

r of Commerce of the United States, before the House Banking and Curren 
(Committee, May 13, 1952, stated that 

International agreements embracing both producing and consuming natio1 

and designed to apportion the world supply and demand for various commoditi 
could easily destroy international markets and would be at variance with 
principles of free multilateral trade sanctioned in our Trade Agreemés 
Act * * * There is danger that such allocation schemes will be converted int 
permanent ‘stabilization’ arrangements and broadened from a few strategic 
materials, temporarily in short supply, to other goods of a basic, semifinished, or 
finished nature. We do not believe the United States can reap any advantages 
from such agreements and they are contrary to American traditions of private 
contract and trading.” 


XHIBIT 40 


INTERNATIONAL MATERIALS ALLOCATIONS—THEIR PROBABLE CoURSI 
I. BACKGROUND LEADING TO FORMATION OF INTERNATIONAL MATERIALS CONFERI 


In the summer of 1950, the raw-materials market of the world were disrupted 
by a rash of buying set off by the aggression in Korea. The surge in dema 
came ip part from speculation, in part from emerging defense requirements, a! 
in part from consumers’ efforts to lay in stocks against future shortage. V1 
rose steadily during the summer and fall. Delivery dates lengthened. W 
spread concern began to be felt among the free nations, as they saw they we 
no longer be able to assure themselves of deliveries of needed materials on ti 
and at reasonable prices if conditions were allowed to go unchecked. Specu 
tion and scarce buying could be expected to subside, but because of mounting 
defense requirements no significant decline in demand seemed probable. Acq 


‘Given at the annual meeting of the American Institute of Mining and Metallurgic 
Engineers, February 19, 1952 $y Edmund C. Getzin, Chief, Nonferrous Metals Branch 
Metals and Minerals Staff, Department of State. 
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continue 
the 


of essential goods in this sellers’ market would 
ie bargaining power of con ers, without regard to 
reat Was seen to the success of the newly launched military ) tion pre 
nies, and the continuation of econotiae 


+} 


the maintenance of stable econe 
paramount linportance in the ae fense of 


pment programs, all objectives ¢ 
free World against the Soviet menace 
hroughout the fall of 1950 governments took a number of steps to meet specific 


eneral problems of raw materials shortages Most of these steps were in 


field of export controls In the United States the Congress passed and the 
dent approved the Defense Production Act which gave the Government 
prices and wages, allocate materials, reduce or eliminate 


ority to stabilize 
At about 


nessential Consumption, and expand production of scarce materials 

sume time, the United States took the initiative in bringing together major 
producing countries to determine whether a serious shortage was imminent, 
f so, Whether international allocation should be instituted 
nconclusive, but it indicated how future international action on Commodity 
ems could be planned The Organization for European Economic Coopera 
studies of the 


This conference 


directed its commodity committees to begin comprehensive 
ivy and demand outlook in their respective fleids The Organization of 
erican States evidenced a similar interest The North Atlantic 4 
nization also began to examine the raw materials problem, as it hi 

In Nov 


ing upon the military production programs of member nations 
nts for an 


and December initial plans were drawn by interested govern! 
governmental conference to study the need for international action on 
ibber 

These seattered efforts confirmed and emphasized the for a standing 
ernational organization to deal properly and promptly with commodity short 
»> revealed that 
base than was 


: of all types in accordance with uniform principles Phey alse 
an organization should be built upon a broader geographi 
ided by the OEEC, OAS, NATO, or by any other existin nternational 

ganization. 

Che geography of raw materials is a matter of chance, with no cot 
suflicient in the materials it needs and with each controlling some resours 

which others must have access. The United States and her western Kuropean 
ary allies do not by any means control all of the materials that are necessary 
diern industry. The United States is cert: y the most fortunate country 
his respect. Yet we must, for example, import all our natural rubber, tin, 

ndustrial diamonds, nickel, and cobalt. We must rely on other areas for large 
rts of our supplies of copper, lead, zinc, manganese, chrome, tungsten to men 

n only a few. At the same time the United States is the major source not 
of manufactured goods but of some of the raw mute Is ttor 
rand molybdenum which other areas must import 
ad enough to embrace free countries in all areas of the world 
iring World War II the problem of equitable distribution of 
handled by a board with only two members—the United St 
gdom—and the decisions which were reached were 
igh the control of the world’s shipping Today, there 
we must rely on international cooperation 

The way in which international cooperation on raw 

ganized was widely discussed within and among g 

of 1950. Guided by the results of this study and 

es required action withdelay, Prime Minister Att] ‘ 
the former's visit to Washington in December 1950 
greement upon plans for an ad hoe intergovernmental 

gned to handle raw-materials problems. These plans 

h the Government of France. On January 12, 1951, the 

ed a joint statement reporting their agreement that 

Proposals should be made to other interested governments for the « 

unber of standing international commodity groups, representing the govern 


nuts of producing and consuming countries throughout the free world which 


e a substantial interest in the commodities concerned. These commodity 
roups would consider and recommend to governments the specific action which 
hould be taken, in the case of each commodity, in order to expand production, 
ncrease availabilities, conserve supplies, and assure the most effective distribu 

n and utilization of supplies among consuming countries 

“Early action is called for with respect to certain commodities. The Govern- 
ment of the United States has therefore agreed to send invitations immediately to 
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other interested friendly governments for the establishment of certain of th 
standing committees referred to above. Others can be created as the needs 
of the free world require. Also the three governments will establish immed 
ately in Washington a temporary Central Group to provide a servicing mecha 

for the standing committees. There will be early consultations with interested 
governments and appropriate international organizations with respect to 
continuing functions and membership of the Central Group.” 

This was the start of the International Materials Conference. 

The temporary Central Group has now been supplemented by a group of 
larged memberships that is representative of the worldwide scope of IM¢ 
addition to the original members, the United States, the United Kingdom, ar 
France, representatives of Canada, Italy, India, Australia, Brazil, and of 
OEEC and OAS now serve on the Central Group. 

This group has two principal functions: To service, although not to supervis 
the work of the individual commodity committees and to issue invitations for 
new committees as the need is shown. The first United States member or 
Central Group was Mr. Edwin T. Gibson who on return to his company was s 
ceeded by Mr. Gabriel Ticoulat, Deputy Administrator of the Defense Produ 
tion Administration on leave from the Crown-Zellerbach Corp. 


Il. STRUCTURE OF INTERNATIONAL MATERIALS CONFERENCE 


‘To date, seven standing committees have been formed. The operating cor 
mittees are: Copper, zinc, and lead; sulfur; tungsten and molybdenum; mang: 
nese, nickel, cobalt; cotton and cotton linters; wool; pulp and paper. 

They are virtually autonomous bodies free to consider any aspect of the 
problem of world shortages in the commodities concerned, They have no san 
tions, however, and are empowered only to make a recommendations to gover 
ments, 

Memberships in each committee are limited to those countries which have a sub 
stantial production or consuming interest in the commodities concerned. In a 
27 countries are now directly represented upon one or more committees. For 
n.ost commodities member countries together account for between 80 and 90 
percent of production and consumption in the free world. 

One of the purposes of the IMC would be nullified, however, if the opportu 
to participate in the work of the committees and share in the benefits wer 
extended only to member countries. Therefore, each committee has taken st 
to protect the interests of nonmember governments. 

Questionnaires are circulated to the nonmember countries, just as they 
to members, and the opportunity is extended to them to appear before the 
mittees if they wish to explain their needs orally. When allocation syste 
are drawn up, supplies for both nonmember and member governments are pr 
vided on an equitable basis. 


III. OPERATIONS AND ALLOCATION PROGRAMS TO DATE 


The first effort of the committees was to find out how bad the shortage situat 
was in fact. In some commodities there were already excellent statistics, | 
in other fields the information was lacking or incomplete, and careful statistic 
studies were definitely required. It naturally took a fair amount of time 
collect these data and to obtain a reasonably clear picture of the supply-dema 
position in the commodity concerned. In addition, rules of procedure 
organizational questions had to be settled. 

The second task of the committees was to determine what action should 
recommended to governments to alleviate the difficulties revealed by the revit 
of the facts. In many cases the committees have recommended that governme 
take action to encourage increased production and to develop measure of 
servation, 

In a number of cases the facts revealed such a disparity between available 
supplies and the requirements of the free world for defense and essen 
civilian purposes that the committees recommended the establishment of 
national allocations to insure equitable distribution in accordance with nee 
Sulfur, tungsten, and molybdenum were thus placed under allocation for 
third quarter of 1951, and copper, zinc, nickel, and cobalt beginning in the fourt 
quarter of 1951. These allocations are being renegotiated quarter by quartet 

‘The IMC committees have no authority to decide how much of a commodity a 
country must make available or how much it shall consume. The result of each 
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tiation within a committee is an agreed recommendation to governments, 
formal action must be taken by governments to accept the proposal and 
it into effect. In the case of the United States recommendations are 
ewed by the responsible executive agencies and accepted or rejected by 
e Defense Production Administration upon recommendation of the agencies 
erned. 
ther commodities studied by the committees were not placed under alloca 
Supply and demand in lead and manganese were judged to be about in 
nee: cotton and cotton linters, while in short supply last year, were expected 
e much easier; the Wool Committee did not agree on the scope of the wool 
rtage, nor on the steps to alleviate it. The Pulp and Paper Committee has 
de emergency allocations of newsprint, small in tonnage, to help the press of 
ny countries of the free world continue in operation, but no overall allocation 
stem has been recommended. 
rhe problem of increasing production was given major attention by the Tung 
Molybdenum Committee and Sulfur Committee. The Tungsten-Molybdenum 
imittee directed its efforts toward the development of long term contractual 
greements which could be expected to make a substantial contribution toward 
reased production of tungsten. It joined forces with the Manganese-Nickel- 
halt Committee in the appointment of a joint subcommittee on utilization, 
ise full report will be published by the IMC shortly. The Sulfur Committee 
ongly favored the expansion of production of native sulfur, recovered sulfur 
sulfur-bearing materials, and recommended that every country should de 
»» their supply source to the maximum extent practicable. The Committee 
is requested reports indicating the progress made in individual countries in 
uplementing the Committee’s recommendations. 

In the cases of the commodities for which allocations were adopted, the com- 

ttees generally recommended the countries receiving an allocation should 

(opt measures, where possible, to eliminate unessential consumption, encourage 
substitution of materials not in short supply, and so conserve the commodities 
inder atlocation. ‘The Manganese-Nickel-Cobalt Committee recommended that 

ntries using pure nickel or a high nickel alloy for coinage should consider, 
irgently, the possibility of substituting a down-graded alloy or nickel-plated 
iterial. 

lyirect end-use control measures vary greatly according to the economic con- 
dition of each country. In countries maintaining controls on foreign exchange 
ir imports and exports, such controls tend to form a type of end-use control. 
Many countries, including producing countries, introduced direct control meas- 

res covering the specific commodities which are of concern to the IMC. 

The OEEC countries adopted a list of prohibited end uses for copper and copper 
alloys containing 40 percent or more copper. It was based on the United States 
lists and contained 211 items to which individual countries could make their own 
additions. A similar list, based on United Kingdom law, is in preparation for 
zinc and nickel, and is likely to be adopted. The United States already has 
a prohibited list on nickel which contains over 300 items; use of zine for unessen 
tial purposes has been severely curtailed. 


IV. ACCOMPLISHMENTS 


The accomplishments of the IMC when measured in terms of the number of 
commodities placed under allocations appear modest. However, the IMC un- 
doubtedly has contributed more to the maintenance of orderly raw material 
arkets than the record of conrmodities allocated suggests. The mere existence 
of international machinery to deal with extraordinary movements in raw material 
markets has probably reduced speculative trading and has restrained producers 
from taking excessive advantage of their favorable market position. Consum- 
ing nations have found a responsible forum in which to air their grievances and 
ure reasonably certain that some supplies will be earmarked for them even if 
not in the value and at the price they would like. Furthermore, international 
recognition of raw material shortages is supporting and reinforcing efforts to 
expand production. 

Producing countries, though clearly less directly benefited by the organization, 
gain indirectly in the long run to the extent that stabilization of raw material 
prices makes it less likely that prices of imported goods continue to increase. 

The statistical activities of the committees have provided better information 
than was heretofore available. In fact the development of a comprehensive body 
of international statistics subscribed to and endorsed by the participating gov- 
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ernments may prove of inestimable value in future planning with respex 
international raw materials 

Another favorable aspect of the IMC organization is that here, as now 
else in the international economic field, most of the influential countries of th 
world are joined in common eftorts to solve pressing problems An orgar 
tional basis has been laid in the event that a more far-reaching crisis is exper 
enced In such an event the establishment of central machinery takes m 
weeks of fumbling and confusion even under the most urgent pressure. 

A summary of positive gains must also include the avoidance of alternat 
to combined action, including enut-throat competition and a wild scramble 
materials, and bilateral decisions which affront the countries not included 


PROBLEMS 
Successful international allocations require that individual cases be dealt 
on the basis of proven needs and relative contribution to the strength of 
free world. Adherence to this principle has pointed up some of the basic pr 
lems encountered, Countries and individuals are torn between the convict 
that by using inherent economic advantages maximum requirements Cat 
obtained without an allocation system and the view that in the long run a 
division of materials serves them best This basic contlict often leads 
decision and a weakening of the entire system. 

One of the major problems associated with allocations is the effect of s} 
ages on prices. The consuming countries, of course, welcome curbs that 
both directly or indirectly stabilize prices and assure them of a fair supply 
Producing countries, understandably, are harder to convince because the ad 
vantage to them of these controls is essentially of a long-range character 
Some may feel that, although allocation systems are ostensibly designed 
assure an equitable physical distribution of searce commodities, the major 
effect of the allocation is to hold down prices to the producers’ disadvantag 
Furthermore, many of the raw-material-producing countries are large importers 
of finished goods. Concerted moves have not been made to assure a just d 
bution of this type of product. The basic conflict of interests between produc 
and consumers has harassed the efforts of most of the committees 

Another problem faced by the committees is the question of compliance 
implementation of the allocations. This problem may appear in either of t 
forms; (1) outright defiance of the system by a major exporting country ; 
ineffective export or sales controls on the part of exporting countries; 
failure by delay or disagreement over price or other technicalities to sell to « 
tries receiving import allocations. 

If a major exporter deliberately refuses to accept the system, the alloc 
will break down. Precautions have been taken to include all major exporters « 

committee and their presence on tlhe committee must in itself be assu 
of good faith 
minimum requirements for implementing an allocation is that export 
ies have effective export controls, and to the extent that the comm« 
traded outside the system consumers report imports accurately and regu 


general the committees have thought it desirable that both import and expor 
| ll the major countries but this has by no mea 
complished Che United States, for example, has not yet impr 
trols but nevertheless for some of the commodities like coppe 
adequate] mplement the allocation through the administrat 


allocations For other commodities sole reliance is placed on 


established 


culations of producer countries 

the early stages of the committees’ work the question of the bas 
allocations was a particularly difficult problem. Some of the committees 
adopted a basis of screened requirements while others ha adonted an histor 
base rhe screening of requirements submitted by many countries to a 
parable basis is most difficult, nevertheless if it can be accomplished it 
most desirable method because current conditions are fully taken into ace 
The use of an historical base on the other hand is at least in theory much e: 
However, it also presents serious difficulties because the base chosen is usu 
not applicable to all countries. Peculiar internal conditions such as the ava 
ability of scrap or lack of foreign exchange in the base period make the fixed 
reference base unfair for some countries. Moreover, a fixed base does not allow 
for new industries or expanding economies and is therefore usually unacceptabl 
to certain countries undergoing rapid economic development. Usually the so 
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has been to adjust the base in favor of such countries upon the submission 
ceptable evidence and in recognition of a genuine need 
rhe committees have generally given a priority for direct military require 
ents and metal has been set aside to meet such requirements before distribu 
s made for civilian requirements on an agreed base. The problem of 
operly screening military requirements is one that has also been difficult to 
ne with. No standard method of calculating military requirements has been 
veloped. Reliance must therefore be placed on other criteria such as the 
ive proportion of military requirements to total requirements and upon 
ivetary figures for military expenditures These criteria while not accurate 
rve as a rough check Although the IMC commenced operations in early 
except for a few third quarter allocations highly tentative in form, the 
em for the majority of commodities was not effective until the fourth quarter 
This quarter has just closed and it is not yet officially known how the 
ations were complied with. It is expected that the experience gained from 
ourth quarter 1951 and first quarter 1952 allotments will be useful tn im- 
ing the systems and that succeeding allocations will even more closely be 
ne with principles of basic equity and need. I am confident that techniques 
istribution will be improved with each succeeding allocation 
far only two conimittees, tungsten and wool, have endeavored to cope with 
he price problem with somewhat indifferent success. Nevertheless there is 
e evidence that the existence of the allocations has had : abilizing effect 
ce even though the problem has not been met with d 


VI. FUTURE SCOPE O VORK 


the allocation work of the committees is judged successful by participating 
tries there is no reason why more ambitious prograius relating to conserva 
deve lopment, and prices should not be considered 
the other hand it should be remembered that the IMC was created when 
ages and rapidly rising raw materials prices were threatening to jeopardize 
mse production and the struggle against inflation. When these objectives 
no longer threatened by material shortages the need for allocation will he 
er exist, and free markets should again prevail Chere should be no desire 
maintain either domestic or international allocations any longer than neces 
sary. I know it is the fervent hope of myself and my associates that free market 
onditions will be restored as soon as conditions permit 
However, until these shortage problems are solved it would seem that the 
cept of “business as usual” either domestically or internationally will have to 
modified. Therefore, if the IMC is ineffective the problem would undoubtedly 
on how to cope with these problems through alternative mechanisms. 
possible alternatives at this time do not seem expedient and member govern 
ts seem to be convinced that the IMC should be retained and strengthened 


ExuHipsir No, 41 
{From the Department of State Bulletin of July 2, 1! 
THE INTERNATIONAL MATERIALS CONFERENCI 


(By Willis C. Armstrong, Acting Special Assistant, Office of 
International Materials Policy ) 


The International Materials Conference is the collective title of a group of 
separate international commodity committtees charged with reviewing the supply 
position for essential materials which are in short supply, or in danger of becoming 

and with recommending to governments measures for increasing supplies and 

suring equitable distribution of such materials throughout the free world. 
The United States, United Kingdom, and France invited interested countries to 
participate in the new organization in January 1951 ‘Lhe first committee met at 
Washington on February 25. To date 7 committees have heen formed, with 27 
countries participating. Edwin T. Gibson, Acting Administrator of the Defense 
Production Administration, is chairman of the central group; Charles W. Jeffers 
Is executive secretary. ) 

The industry of the world depends upon a wide range of raw materials. During 
the past decade, as a result of wartime and reconstruction needs, the capacity 
of the world to process raw materials has very greatly increased This of course 
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is a necessary development, if the output of finished goods is to keep pace w 
the growth of the world’s population 
the supply of most raw materials has also increased, but in some cases 
not kept up with the increase of processing capacity, or with the great expar 
demand on the pa he economics and peoples of the world 


of depres the producers of raw materials frequently experic 


Chis is because mines and plantations have relatively fixed 
d because a collapse in demand for raw materials may me 
pric This situation existed during part of the 1930's 
and production were at a relatively low level for several ye 
reatie in the late thirties greatly stimulated the demand for 
prices nd production rose accordingly During the war 
industrial capacit f the United States increased greatly, and since the 
there hus be ‘ ( nsion in the industries of other countries Chis m 
that the world has nued to require raw materials at a rate much } 
than that which prevailed before World War II 
The United States is fortunate in possessing large supplies of some of the 
important agricultural and mineral raw materials But there are many 
materials which are located predominantly in other parts of the world. Cor 
quently if our industry is to flourish, we must import an ever widening 1 
of essential supplies, primarily from Asia, Africa, and South America 
\t the same time, other manufacturing countries, primarily in Western E 
look to us as an exporter of some of the raw materials which they require for 
industrial establishment A very high level of international trade in 
materials is therefore essential if the industries of the United States and 
Western European countries are to maintain their output of finished ¢g 
Countries in other parts of the world which are primarily engaged in pros 
materials must import finished goods from Europe and the Ur 
especially if they are to continue and expand their production of 
naterials which we need 
United States has the largest demand for raw materials of any of tl 
icturing l ies, because of our high standard of living and the very 
ountry In addition, many countries look to us for material and finar 
ince and expect to be able to buy from us the most highly developed instr 
ents of production and capital equipment, so that they may proceed wit! 
development of their own economies. Because we are deficient in many 1 
rials, and because we must be prepared to mobilize quickly for defense at 
assist our friends in their defense, we decided several vears ago to establish 
maintain stockpiles of critical items. These would he available, in the event 
wir, to supply our industry in a full-scale war effort. Our stockpiling progr 
thus is an additional factor in determining our general requirements for 
materials 


WORLD WAR IT CONTROLS 


During World War II the United States and its allies established firm 
trols over raw materials which originated in their territories In additi 
yrrangements were made for the orderly buying of raw materials which ¢ 
from other territories not under the political control of either side. Much « 
and money were put into expanding the production of goods needed for the w 
effort. and careful arrangements were made for internal rationing of esser 
voods in the Allied countries, and for an equitable distribution of available s 
plies among them At the beginning of the war there was considerable 
for expanding the output of raw materials, and full advantage was taken of t! 
possibility By effective government controls, fixed prices were maintail 
production was frequently subsidized, and competition in acquiring raw n 
rials was eliminated or reduced 

After the war, most countries dropped their price controls. In cases in wl 
there had been government buying of raw materials and government cont! 
over raw material stocks, these too were eliminated, and business went back 
private hands. The whole mechanism of interallied controls and allocations 
serapped and it was assumed that such extraordinary measures were no long 
necessary. Some raw material producers expected a great decline in dema 
but this did not develop as they anticipated. Instead, most raw materials ma 
tained a rather firm price level, and the world demonstrated its ability to absort 
much higher quantities than was the case in the preceding decade. 

In addition, major changes in the political complexion of the world led to 
concentration of control over important sources of raw materials, Where 
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been possible during World War II for a smail number of countries to 
urge supplies of raw materials, through their control over territories 
and Africa, and through wartime controls over private enterprise, pat 


riv shipping, the situation changed quite markedly A number of countries 
) are primary producers of raw materials achieved political independence, 
egan to concern themselves with the important resources which were at 
disposal and which are required by the industrial countries of North 


ican und Europe 


WHY INTERNATIONAL COOPERATION 


nterdependence of the modern wot d is at no point illustrated 
han in the case of raw materials. Europe and North America needs the 
produced by Indonesia, Thailand, India, Africa, and South 
are to maintain th industrial output and support their popula 
ame token, the countrie ff Asia, Africa, and South America 
without obtaining goods from LEurope and North America rhe 
ment of new sovereign nations, particularly in Asia, means that any ellort 
» problems of shortage or surplus in raw materials must be developed on a 
enuine effective cooperation among a fairly large number of sovereign 
people If such a cooperative approach is not developed, countries 
to bargain the raw materials they possess against the raw materials 
factured goods they need; but to do this on a narrow bilateral basis 
mly to holding back supplies, reducing levels of production and standards 
ne, and increasing international animosity 
e free world faces a situation of danger because of the threat of aggression 
der to neet this threat, the free world must be strong enough militarily to 
off actual aggression, must be strong enough economically to provide for 
taining and improving levels of living, and must be able to accomplish all 
- on the basis of free and willing international cooperation In raw materials 
neans that each country of the free world has a responsibility to manage 
own resources and deal with other countries in such a way that the free 
d obtains the most efficient use of supplies which are available. The needs 
efense must be met, and so must the essential civilian needs of the peoples 
free world. No one country can accomplish this by itself, and all must 
rk in cooperation. Instead of trading one specific commodity or resource 
inst another, countries must trade general cooperation in all commodities for 
eral cooperation on the part of other countries 


KOREA AND THE RAW MATERIALS PROBLEM 


In the summer of 1950, the raw materials markets of the world were disrupted 
rush of buying set off by the aggression in Korea. The surge in demand 

ie in part from speculation, in part from emerging defense requirements, in 
rt from consumers’ efforts to lay in stocks against future shortages. Prices 
se steadily during the summer and fall. Delivery dates lengthened. Wide 
pread coneern began to be felt among the free nations, as they saw they 
vould no longer be able to assure themselves of deliveries of needed materials on 
e and at reasonable prices if conditions were allowed to go unchecked. 
Speculation and scare buying could be expected to subside, but because of mount- 
defense requirements no significant decline in demand seemed probable. 
\cquisition of essential goods in this sellers’ market would continue to be deter- 
ned by the bargaining power of consumers, without regard to the end use 
ved, A threat was seen to the success of newly launched military production 
rains, the maintenance of stable economies, and the continuation of economie 
elopment programs, all objectives of paramount importance in the defense 

of the free world against the Soviet menace. 

Throughout the fall of 1950, governments took a number of first steps to meet 
specific and general problems of raw-materials shortages. The United States, 
September, imposed export controls on cotton to insure equitable distribution 
iong importing countries. (The shortage in this case was due chiefly to a 
oor crop in the United States.) The Congress of the United States passed and 
e President approved the Defense Production Act of 1950, which gave the 
Government authority to stabilize prices and wages, allocate materials, reduce 
eliminate nonessential consumption, and expand production of scarce mate 
ls and of essential goods and services. At about the same time, the United 
tates took the initiative in bringing together major wool-producing countries 
o determine whether a serious shortage was imminent, and if so, whether inte: 
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onal allocation should be instituted This conference was inconclusive 


ndicated how future international action on commodity 
The Organization for European Economic Cooperation (OEK(¢ 
rected ts commodity committees to begin comprehensive studies of the 
nd demand outlook in their respective fields. The Organization of Ame 
interest. The North Atlantic Treaty Org 
as it | 


proble Ins CoO 


plant ed 


States (OAS) evidenced a similar 


zation (NATO) also began to examine the raw-mutertals problem, 
bearing upon the military production programs of member nations. In Nove 


nd December, initial plans were drawn by interested governments f 


intergovernmental conference to study the need for international actior 
rubber 

These scattered efforts confirmed and emphasized the need for a stan 
promptly with commodity shortages o 


aiso revealed that such 


international organization to deal 
types in accordance with uniform principles. They 
organization should be built upon a broader geographic base than was provid 
by the OBEt, OAS, NATO, or by any other existing international organizat 


equipped to deal with both industrial and agricultural commodity prob 


rhe geography of raw materials is a matter of chance, with no country 
} 


the materials it needs and with each controlling ss 
nited States and her Wests 


a self-sufficient in , 
resources to which others must have access, The | 
luropean military allies do not by any means control all of the materials 


are necessat to modern industry The United States is certainly the n 


fortunate country in this respect Yet we must, for example, import a 
itural rubber, from such remote areas as Malaya, Indonesia, Cambodia, Cey 


Thailand, and Liberia: our tin from Malaya, Indonesia, and Bolivia: our 
1 ro and south Africa At the same 


trial diamonds from the Belgian Cong 
the United States is the major source not only of manufactured goods, but 


some of the raw materials, such as cotton, sulfur, and molybdenum, whi 


ther areas must import. An organization wide enough to embrace free cour 
in all areas of the world was required 
FORMATION OF THE INTERNATIONAL MATERIALS CONFERENCI 

The way in which international action on raw materials could best be org 
was Widely discussed within and among governments throughout the f; 
Guided by the results of this study and recognizing that circumstances require 
ction without additional delay, Prime Minister Attlee and President Tru 
during the former's visit to Washington in November-December 1950, reached 
tentative agreement upon plans for an ad hoe intergovernmental organizat 
specifically designed to handle the raw materials problems of the current per 
These plans were then discussed with the Government of France 


On January 12, 1951 the three governments issued a joint statement repr 


their agreement that 

Proposals should be made 
of a numnber of standing international commodity groups representing the g 
ments of preducing and consuming countries throughout the free world wl 
commodities concerned, These commod 
governments the specific action whicl 
expand produc 
effective distrib 


rt 


to other interested governments for the ere 


have a substantial interest in the 
groups would consider and recommend to 
should be taken in the case of each commodity in order to 
increase availabilities, conserve supplies, and assure the most 
tion and utilization of supplies among consuming countries, 
“Karly action is called for with respect to certain commodities, The Gove 
ment of the United States has therefore agreed to send invitations immediat 


governments for the establishment of certain of the 


to other interested friendly l 
standing commodity groups referred to above 
three governments will establish immediate 


Others can be created as the need 


of the free world require Also, the 


in Washington a temporary Central Group to provide a servicing mechanism 
the standing commodity groups. There will be early consultations with il 
appropriate international organizations with respect 


f 


te 


ested governments and 

the continuing functions and membership of the Central Group” 
This was the start of the International Materials Conference 

ORGANIZATION AND ACTIVITIES OF THE IM¢ 


Vhe temporary Central Group has now been supplanted by a group of enlarged 
membership that is representative of the worldwide scope of the IMC. In add 
tion to the original members, the United States, the United Kingdom, and France 
representatives of Canada, India, Australia, Brazil, and of the OEEC and OAS 
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w serve on the Central group. This wo principal functions: to 
service, although not to supervise, the work of the individual commodity com 
ttees and to issue invitations for new committees as the need is shown 
lo date, seven standing committees have been formed. They 


are virtually 
utonomous bodies, free to consider an. aspect of the pr 


iblem of world shortages 
the commodities concerned They have no sanctions, however, and are 
ipowered only to make recommendations to governments No \ 


ronment nas 
egated to a committee authority to decide r it he 


l w much of the commodity 

must make available or show how much it shall be permitted to consume. It 

the function of the committees to examine all possibilities ra better balane 

of supply and demand, and it is their responsibility to devise solutions that 
be acceptable to enough of the important producers and consumers of the 

mmodity to achieve the necessary results. They are not specifically concerned 
th problems of price, but indirectly, through restoring order to world 
irkets, they may be expected to make a considerable contribution to the stabili 
ition of price Ss. 

Membership in each committee is limited to those countries whicl 
stantial producing or consuming interest in the commodities concerned In all, 
27 countries are now directly represented upon one or more committees. The 
table shows the country participation on the committees and the Central Group 

f June 20,1951. For most commodities covered by the IMC, member countries 
ogether account for between 8O and 90 percent of production and consumption 
n the free world, 


have a sub- 


Participation in International Materials Conference 


iny, Federal Republic of 


f South Africa 
{ Kingdom 
1 | States 
ruguay 
Organization of American Stat 
Organization for European Economic 
Cooperation 


One of the purposes of the IMC would be nullified, however, if the oppor- 


tunity to participate in the work of the committees and share in the benefits 
were extended only to member countries. Therefore, each committee has taken 


steps to protect the interests of nonmember governments in the free world. 

Questionnaires are circulated to these nonmember countries, just as they are 

to members, and the opportunity is extended to them to appear before the com 

mittees if they wish to explain their needs orally. 

are drawn up, supplies for both nonmember and member governments will be 
39888—54—pt. 4—74 


Where allocation systems 
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provided on an equitable basis. The weekly reports on the progress of IMC 
are drafted with the information needs of nonmember governments specifically 
in mind and the Central Group has recently recommended that periodic re 
stricted reports be prepared for nonmember governments. Much of the data 
with which the IMC deals would, if publicly revealed, have an important j 

pact on commodity markets. Therefore, until action is ready to be taken, much 
information regarding the work of IMC must be held on a confidential basis. 


THE COMMODITY COMMITTEES 


The seven committees now operating are: Copper, zince and lead, sulfur, cot- 
ton and cotton linters, tungsten-molybdenum, manganese-nickel-cobalt, wool, 
pulp and paper. 

Behind each of these committees is a story of acute shortages jeopardizing 
essential « ilian industries or defense preparations. Each commodity covered 
is basic to our world today. Each is needed by countries around the world but 
produced in adequate quantity by comparatively few of them 

Copper, zine, and lead are the basic nonferrous metals, used in one form or 
another in almost every segment of an industrial economy. Rearmament adds 
a further heavy demand for these materials. Ammunition requires brass, for 
instance, and brass cannot be made without copper and zinc. The United States 
has a large domestic production but must still import one-third of its require 
ments. Most of the other industrialized countries also import much of their 

ppper, lead, and zine. For a country like Chile, which is a major source of 
these imports, copper mining and trade are the very foundations of the economy, 

Manganese, nickel, cobalt, tungsten, and molybdenum are all steel-alloying 

terials required to make such products as tool steel and armor plate and are 
thus essential to the two main aspects of the mobilization program: The reto 
nex of industry for defense production and the manufacture of armament it 
Manganese, in fact, is required for the manufacture of even the ordinary grad 
of steel which are needed for everything from zippers and nails to ships. The 
concentration of world resources ‘ w locations, often far removed from 

s of consumption, is we llustrat by several of these metals. The Unit 
Which accounts for one-half to three-fourths of the world’s consumpti 


materials, has to impr all or a large part of its supplies of each, except 


olybdenum Che free work manganese comes from India, South Afric: 
razil; its cobalt from the Belgian Congo; its nickel from Canada and Neé 
The major urce ngsten has been China; new sources in su 
widely separated places as Portugal, Peru, Thailand, and Australia must b 
opened up. Of the world’s resources of molybdenum, on the other hand, the 
United States controls close to 95 percent Here, where we are self-sufficient, we 


a responsibility for-supplying others. 
ur has been perhaps the most troubling shortage for the largest number 
untries in the current period. The uses sulfur and its derivatives are 
To cite a few diverse examples, the production of newsprint, rayon, 
hosphate tilizers, aviation gasoline, DDT, and even such an everyday item as 
jello is dependent upon sulfur. There are a number of materials from which 
ilfur can be obtained but consumers are often not equipped to use anything 
but native sulfur The United States is virtually the world’s only source of 
native sulfur. Its product is shipped in normal times to virtually every country) 
in the world that has any degree of industrial development 
Little need be said on the uses of cotton, wool, pulp, and paper. The sources 
of these commodities for deficient countries are again few and scattered. The 
United States supplies almost half of the cotton in world trade. The seco 
large exporter is Egypt, which can supply extra long staple cotton which the 
United States itself must import. American cotton finds its way directly or 
indirectly to nearly every country. The bulk of raw cotton exports are to the 
mills of Wesern Europe (particularly the United Kingdom) and of Japan, 
the textiles produced there are exported to markets around the world. The 
United States, in addition, ships substantial quantities of raw cotton to various 
countries in Latin America and the Far East. For wool, Australia, Argentina 
New Zealand, South Africa, and Uruguay are the world’s principal exporters 
The United States is the world’s fourth largest producer but is still a deficit area, 
dependent upon imports for more than two-thirds of its supplies of apparel woo 
and all its carpet wool. Canada, Sweden, Finland, Norway, and Austria are the 
exporters to the free world of pulp, paper, and newsprint. The Soviet bloc is 
another rich source, but one upon which the free world cannot depend in the 
present period. It is in part because Western European mills no longer receive 
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their usual supplies of pulpwood and woodpulp from Eastern Europe that a 
shortage of pulp and paper products has developed. 

Chere may be surprise that tin and rubber are not among the commodities 
dealt with by the IMC, since both are world-trade items currently in short supply. 
Procedures for international consultation on these two cominodities were already 
in use, however, at the time of the formation of the IMC and it was felt that 
there was no advantage in abandoning the approach already agreed upon. 

In the 4-month period during which the IMC committees have operated, a large 
amount of time has necessarily been devoted to two fundamental tasks, organiza- 
tion and the assembly of facts concerning supplies and requirements of member 
and nonmember countries For only a few commodities were there existing 
statistics that covered any large part of the field, even on a historical basis. 
Therefore, questionnaires have had to be distributed to determine production and 
consumption requirements, past, present, and projected for the future. 

Concurrently with their study of the probable supply requirements relation- 
ship, the committees have been looking into possibilities of increasing production 
and conserving supplies. Generally, subcommittees have been formed to deal 
with these problems. The two committees which deal with steel-alloying mate- 
rials have a joint subcommittee of experts to study means of reducing require- 
ments for these materials through improvements in metallurgical practices, 
changes in specifications, and increased use of substitutes and waste materials. 
The Sulfur Committee, within 2 months, made initial recommendations to gov- 
ernments on measures for increasing and conserving supplies of sulfur-bearing 
materials 

It is already clear that in many cases the deficit will be too large to be covered 
by increased production and by conservation. A need for some system of inter- 
national allocation in these cases is indicated. Several committees are well 
advanced in the development of plans for a system of distribution that will fulfill 
the purposes of the IMC and be acceptable to interested governments. They have 
identified, as problems that must be dealt with or considered before agreement 
can be reached on a method of allocation, such factors as the principles of treat- 
ing stockpile requirements, definitions of defense requirements, relative priorities 
of various types of civilian requirements, and the possible impact of allocations 
upon normal trading procedures and price mechanisms. 

When the Pulp and Paper Committee was formed, a newsprint shortage threat- 
ened to limit the ability of the free world’s press to defend its institutions against 
the onslaught of Cominform and aggressor propaganda. As a first order of busi- 
ness, therefore, the committee created a Subcommittee on Emergency Supplies 
of Newsprint to investigate and provide relief to these countries. As a stopgap 
measure in cases which could not wait until plans for a general system of alloca- 
tion are completed, the subcommittee has recommended and the full committee 
has approved two emergency allocations: 3,000 tons to France for urgent needs 
connected with the recent election campaign, and 9,550 tons to Greece, India, 
Malaya, Singapore, Pakistan, the Philippines, and Yugoslavia, countries which 
normally have no domestic newsprint production, and which were found to be 
in a desperately difficult position. These allocations reveal vividly, if in minia- 
ture, what useful work the IMC can do. 

Thus the free world has begun to deal with the shortage problems of important 
raw materials on a multilateral international basis. Obviously, however, there 
are additional commodities which are in short supply, and problems also arise 
in the production and distribution of finished goods. Some of these issues can 
be settled effectively by bilateral negotiation or agreement, particularly in cases 
where only 1 or 2 countries are involved in both the importing and exporting 
sides; some of them can be solved by the adoption of a uniform and compre- 
hensive policy by the country which is the major or sole exporter. In the field 
of manufactured goods, priorities and schedules are important These goods 
cannot be treated effectively by allocation methods alone, and they are not 
susceptible to much multilateral treatment, because of the variety of types and 
the marketing procedures normally in use. 


UNITED STATES FOREIGN ALLOCATIONS POLICY 


In the course of the past several months the United States has been gathering 
experience in these matters, and has been developing a general policy on the 
allocation of goods to other countries. The policy expresses the United States 
attitude toward the international negotiations in the IMC, as well as covering 
cases in which the United States acts unilaterally It was issued by Charles BE 





1164 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


Wilson, Director of Defense Mobilization, on May 29, 1951, as guidance to ; 
agencies operating under the defense mobilization program. The text follows: 
“The President, in his message to Congress on May 24, 1951, outlined our bas 

policy to strengthen the free nations of the world. 

“In carrying out that policy, the following specific guides to the allocati 
of resources which are to be devoted by the United States to foreign needs shoul 
be followed: 

‘(1) When there are competing requirements of similar high essentiality in 
terms of the overall objective, allocations policy should attempt to satisfy such 
requirements according to the degree to which they will contribute to the following 
results: 

“(ay Military production of the free world, and direct support for the 
expansion or improvement thereof ; 

‘(b) Promotion of increased supplies of all materials essential to strenetl 
ening the free world, and in particular the production and acquisition of 
those materials required for the current mobilization effort of the United 
States (including military reserves and immediately necessary additions to 
stockpiles), and for similar mobilization efforts of nations actively associat 
with the United States in the defense of the free world; 

“(c) Maintenance and necessary expansion of essential services and pro 
duction facilities, and maintenance of minimum essential civilian consump 
tion requirements in the free nations and in areas which they control; 

“(d) Direct progress toward reduced future dependence upon military 
and economic assistance from the United States; 

“(e) Lessened dependence of the free nations upon supplies from areas 
or countries within the Soviet bloc; 

“(f) Prevention of political deterioration in nations or areas essential to 
the combined strength of the free world 

*“(2) Alloeations by the United States form part of a wider give-and-take 
among the free nations. Among the countries sharing in such allocations the 
principles of self-help, mutual aid, and similarly effective application of internal 
polices governng the allocation and use of scarce materials should prevail. 

“After requirements of high essentiality have been met, the intercountry allo- 
cation of remaining supplies by the United States (including allocation to Ameri- 
can domestic consumers) should take into account the effects upon the respective 
civilian economies of the broad contribution of each area or country toward com- 
mon defense, in direct military production or in increased political and economic 
strength, including the common aim of controlling inflation of world prices. Ir 
dividual countries differ widely in their ability to make such contributions; the 
objective should be to bring about an equitable distribution of the resulting 
burdens and sacrifices. This objective clearly excludes any mechanical formula, 
or any mere leveling down to a uniform standard of lowered consumption. 

“The foregoing principle is admittedly difficult to apply, since standards of 
consumption in different areas of the world are determined by a complexity of 
factors, such as normal levels of real incomes, customs, cultures, and climate 
But its application is of high importance for the attainment of the overall objec- 
tive of economic strength and morale in the free countries. 

“(3) The establishment of adequate export quotas from the United States for 
materials and commodities under export control will not meet the criteria out- 
lined above, if foreign purchasers cannot place orders or secure delivery, because 
United States suppliers prefer to satisfy their domestic customers. Commercial 
channels of trade should normally be used, but exports should be assured by pri 
orities and/or directives to producers whenever necessary. When such assist 
ance to exports is thus given, care should be exercised that corresponding assist 
ance for domestic orders of similar essentiality is extended, if necessary. 

*(4) Corresponding allocation objectives and policies on the part of other free 
countries should be promoted by the United States by all practicable 
means; agreement on and implementation of such policies on the part of other 
countries is especially important to the development of adequate supplies of the 
materials. facilities. or services of which they control substantial portions of the 
total available world supply. 

“(5) Allocations of available supplies for abroad shall be administered in con- 
formity with statutory and executive policy designed to prevent shipment or 
transshipment to the Soviet bloe of war-potential materials and products.” 
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ExnIsit No. 42 


List oF STRATEGIC AND CRITICAL MATERIALS 


GROUP I, ACQUIRED BY PURCHASE 


ve crude aluminum oxide Magnesium 
num Manganese ore, battery grade 
ony Manganese ore, chemical grade 
tos, amosite Manganese ore, metallurgical grade 
os, chrysotile Mercury 
estos, crocidolite Mica, muscovite block, good stained and 
xite, metal grade better 
xite, refactory grade Mica, muscovite block, stained (radio 
tube quality) 
Mica, muscovite film 
Mica, muscovite splittings 
Mica, phlogopite splittings 
nite, chemical grade Molybdennm 
nite, metallurgical grade Nickel] 
mite, refactory grade Platinum group metals, iridium 
t Platinum group metals, platinum 
mbite Quartz crystals 
er Rare earths 
indum Selenium 
onds, industrial Tin 
iorspar, acid grade Titanium 
spar, metallurgical grade ‘Tungsten 
hite, amorphous lump Vanadium 
iraphite, crucible grade Zine 
ite, lubricant and packing grade Uranium 
Thorium 


Nonminerals 


stles, hog Opium 
stor oil Palm oil 
mut oil Pyrethrum 
rdage fibers, abaca Quinidine 
rdage fibers, sisal Quinine 
ton, extra-long staple Rubber, crude natural 
ithers and down, waterfowl Sapphire and ruby 
scine Shellac 
dine Silk 
el bearings, instrument jewel except Sperm oil 
ee jewels Tale, steatite, block 
el bearings, sapphire and ruby vee Vegetable tannin extract, chestnut 
vels Vegetable tannin extract, quebracho 
vel bearings, watch and timekeeping- Vegetable tannin extract, wattle 
evice jewels 


GROUP ITI. ACQUIRED BY TRANSFER OF SURPLUS MINERALS 


auxite, abrasive Platinum group metals, palladium 
te, natural Platinum group metals, rhodium 
raphite, crystalline fines Platinum group metals, ruthenium 
enite Rutile 
Mica muscovite block, stained and lower Selenium 
i, phlogopite block Zirconium ore, baddeleyite 
tinum group metals, osmium Zirconium ore, zircon 


Nonminerals 


Agar Optical glass 
Cotton Tale, steatite, ground 
nond dies Wool 


tine 
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ExHIpsiIr No. 43 


FEBRUARY 20, 19 


Hon. JOHN Foster DULLES, 
Secretary of State, Washington, D. C. 

My Derar Mr. Setcrerary: Please supply me with lists of State Departme 
personnel other thap clerical, but including consultants and advisers receiving 
travel expenses or per diem from the Federal Government, who participated 
the following: 

1. Preparation of the document Proposals for Expansion of World Trade anq 
Employment, published by the United States Government in November 1945, and 
transmitted to other governments. I would particularly like to have listed th, 
members of the technical staff which developed these proposals, and their officig 
capacities. 

2. Preparation of Department of State Publication 2439 (Commercial P 
Series SO, 1945). 

3. Preparation of Suggested Charter for an International Trade Organizat 
of the United Nations 

1. Preparatory committee appointed to arrange for International Conferer 
on Trade and Employment, set up in 1946, and convening in London in Oct 
1946 

5. Preparation of Suggested Charter for an International Trade Organizat 
of the United Nations, a document issued by the Department of State in Octobhy 
146. 

6. Drafting committee for draft charter which functioned in New York during 
January and February 1947. 

7. Second session of the preparatory committee, which met in Geneva, Switzer 
land, in April 1947. 

8. Tariff negotiations at Geneva conducted April through October 1947 

9. Preparation of draft at Geneva for submission to the United Nations Cor 
ference on Trade and Employment at Habana, Cuba 

10. Conference on Trade and Employment at Habana, Cuba, November 2 
1947, through March 24, 1948, 

11. Preparations for third session of contracting parties to the General Agree- 
ment on Tariffs and Trade. 

12. Third session held at Annecy, France, April through August 1949. 

13. Working committee named at above to study conducting a third round of 
multilateral tariff negotiations. 

14. Fourth session of contracting parties to GATT, held at Geneva, Switzer 
land, February—April 1950. 

15. Preparations for Conference at Torquay, England. 

16. Tariff negotiations meeting at Torquay, England, September 28, 1950, 
through April 21, 1951. 

17. Preparation for sixth session of the contracting parties. 

18. Sixth session, held at Geneva, September 17 through October 26, 1951. 

19. Participation on Intersessional Committee established at above. 

20. Preparations for seventh session, and session held at Geneva, Switzerland 
in 1952 

21. Work of Ad Hoc Committee for Agenda and Intersectional Business pr 
to or subsequent to seventh session of contracting parties. 

22. Treaty constituting the European Coal and Steel Community. 

23. Waiver of provisions of about treaty agreed to at seventh session of « 
tracting parties 

24. Preparations for eighth session, and session itself, held at Geneva, Switzer- 
land, September 17, to October 24, 1953. 

25. Preparations currently being made, if any, for future sessions of the con- 
tracting parties to the General Agreement on Tariffs and Trade. 

I would appreciate this information as early as possible. Much of it is prob- 
ably available in past State Department press releases. 

Sincerely yours, 
GEORGE W. MALONE, 
United States Senator 
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DEPARTM . 
Washington, Mareh 138, 1954 
GeoRGE W. MALONE, 
United States Senate. 
\iy DEAR SENATOR MALONE: Reference is made to your letter of February 20, 
“4. acknowledged on February 26, in which you requested lists of Department 
tate personnel other than clerical who participated in certain activities 
merated in your letter. 
re is enclosed a memorandum containing information on each of those 
ities, including the names and official capacities of officers from the Depart- 
of State and Foreign Service of the United States who participated sub- 
tively in the respective conferences of consultants and advisers and of 
ngressional and nongovernmental members of the delegations. The memo- 
im also indicates which other agencies were represented on such delegations. 
Sincerely yours, 
THuruston B. Morton, 
issistant Secretary 
(For the Acting Secretary of State). 


sure: Memorandum, 


.SES TO INFORMATION REQUESTED BY SENATOR GEORGE W. MALONE IN HIs 
LETTER OF FEBRUARY 20, 1954 


e preparatory work leading to the several projects and conferences referred 

ereinafter was the product of extensive interagency cooperation. The activ 

of the several delegations were carried out within the framework of author- 

ustructions based upon interagency consultation, developed in advance of 

respective conferences and approved by the President. The instructions 

e subject to subsequent modification by the Secretary or Acting Secretary of 
ite, also based upon interagency consultation in appropriate cases as the 
nferences proceeded. Any significant departure from the original instructions 
quired approval of the President. 

rhe text immediately following the numbered items is from Senator Malone’s 
ter.) 


Preparation of the document Proposals for Expansion of World Trade and 
Employment, published by the United States Government in November 1945 
and transmitted to other governments. 

The proposals were the product of the work of specialists in many agencies 
the executive branch of the Government, performed under the general chair- 
nship of William L. Clayton, then Assistant Secretary of State for Economic 
irs. The technical staff within the Department of State primarily respon- 

sible for the work leading to the proposals had been under the general supervi- 

n of Harry C. Hawkins prior to September 1944; of Bernard F. Haley from 

September 1944 through June 1945; and of Clair Wilcox from July 1945 to No- 
mber 1, 1945, the date of their submission to the then Secretary of State, James 

Byrnes. The responsibilities of Messrs. Hawkins and Haley were incident 

heir duties as successive Directors of the Office of Economie Affairs, and those 

f Mr. Wileox as Director of the Office of International Trade Policy, successor 

to the former office. 

Within the Department of State the work leading to the proposals was pri- 
irily concentrated in the then Division of Commercial Policy, of which William 

\. Fowler was then Chief. By virtue of the comprehensive subject matter of 
e proposals, however, the work cut across organizational lines and involved 
tinuing participation by the staffs of other units of the Department, particu- 

y other economic offices concerned with such matters as commodity prob- 

ms and financial and monetary affairs, and the geographic offices having prin- 
pal responsibility for United States relations with specific countries. 

Over a period of time many members of the staffs in other agencies concerned 

th the foreign economic aspects of their respective agency’s responsibilities 
participated in this work. The other agencies primarily concerned were 

Departments of Treasury, Commerce, Agriculture, War, Navy, and Labor, 

nd the Tariff Commission. 
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2. Preparation of Department of State Publication 2439, Commercial | 
Series SO, 1945. 

This publication is entitled ‘Anglo-American Financial and Commercial A 
ments.” The work leading to these agreements was also the product of exté 
interagency cooperation within the executive branch under the general 
vision of Mr. Clayton. oan 
In addition to officials of the Department of State, negotiations with 


United Kingdom included, among others, the Secretaries of the Department 


Treasury and of Commerce, the Chairman of the Federal Reserve Board 


the Administrator of Surplus Property. Those from the Department of § 


included : 

James IF, Byrnes, Secretary 

Dean Acheson, Assistant Secretary 

William LL. Clayton, Assistant Secretary 

Thomas B. MeCabe, Foreign Liquidation Commissioner 

Emilio G. Collado, Director, Office of Financial and Development Policy 





Within the Department of State, the work leading to the proposals, referred 


to in the United States-United Kingdom Understanding Reached on Con 
Policy, was the same as set forth in item 1 above relating to the Proposals 
Expansion of World Trade and Employment. 

The work preparatory to the joint statement Settlement for Lend-Leas 
Reciprocal Aid, Surplus War Property and Claims within the Departm 
State was performed in the Office of the Foreign Liquidation Commissioner, 
der Commissioner Thomas B. MeCabe, and in the Office of Financial and De 
opment Policy under Emilio G. Collado, Director. Within the latter Office 
work tended to be concentrated in the Division of Lend-Lease and Surplus 
Property Affairs of which Frank W. Fetter and Hubert F. Havlik 
cessively acting chiefs during this period. 

While much of the work preparatory 


were 


in the Treasury Department, Mr. Collado, as Director of the Office of Finaz 
and Development Policy, was primarily responsible for the State Depart: 


to the Financial Agreement was d 


interest and contribution to this phase of the work, and drew upon the staff 


that Office and other units of the Department as occasion required. 


» 


3. Preparation of Suggested Charter for 


an International Trade Organizati 
the United Nations. 


The preparation of the Suggested Charter was an integral part of the v 
in process within the executive branch of the Government in the general fic 
postwar commercial policy. It 
which had led to the proposals (item 1 above) in preparation for the then fi 
coming United Nations Conference on Trade and Employment. 

As in the case of the proposals the work involved wide interagency part 
tion and was performed under the general chairmanship of Mr. Clayt 
Assistant Secretary of State until August 16, 1946, and thereafter as 1 
Secretary of State for Economie Affairs. Similarly, while the work within 
Department involved the participation of many units, it was concentrated 
Office of International Trade Policy under the direction of Clair Wilcox 
4. 

Trade and Employment, set up in 1946, and convening in London in O 
1946, 

The delegation included representatives of the Departments of Treas 
Agriculture, Commerce and Labor, and of the Tariff Commission. The n 
bers of the Department of State and of the Foreign Service were: 
Chairman: Clair Wilcox, Director, Office of International Trade Policy 
Vice chairman: Harry C., 

American Embassy, London 
Advisers: 

Willis C. Armstrong, adviser on state trading, Commercial Policy Di 

Edmund H. Kellogg, Division of International Organization Affairs 

Donald D. Kennedy, Chief, International Resources Division 

John M. Leddy, adviser on general commercial policy, Division of Com! 

cial Policy 

Robert P. Terill, Associate Chief, International Resources Divisio! 

Technical Secretary : J. Robert Schaetzel, special assistant to the Director, Of 
of International Trade Policy 


represented further development of the wor 


Preparatory committee appointed to arrange for International Conference « 


Hawkins, counselor of Embassy for economic affail 


STOCKPILING STRATEGIC AND CRITICAL MATERIALS 1169 


Preparation of Suggested Charter for an International Trade Organ 
the United Nations, a document issued by the Departiment of Stat 
ber 1946. 

is the same document as that referred to in item 3 above 


ifting committee for draft charter which functioned in New 

January and February 1947. 
e Treasury Deparment was also represented on this project. Department of 
members of the drafting committee were 


ed States representative: John M. Leddy, adviser, Division of Commercial 
licy 
embers: 

Honore M. Catudal, consultant, Division of Commercial Policy 

Robert P. Terrill, Associate Chief, Division of International Resources 

William T. Phillips, special assistant on Commodity Policy, International 
Resources Division 

Edmund H. Kellogg, specialist on international organization affairs, Division 
of International Organization Affairs 


Second session of the preparatory committee, which met in Geneva, Switzer- 
land in April 1947. 


lar ‘ff negotiations at Geneva conducted April through October 1947 


Preparation of draft at Geneva for submission to the United Nations Confer- 
ence on Trade and Employment at Habana, Cuba. 


rhe three foregoing items are aspects of a single project. At the second session 
Preparatory Committee (item 7), which was convened in Geneva during 
period April 10-October 30, 1947, the tariff negotiations (item 8) were con- 
d and negotiation was concluded of the draft Geneva Charter for the In- 
itional Trade Organization (item 9) for submission to the United Nations 
rence on Trade and Employment. 
rhe delegation included representatives of the Departments of Treasury, 
iture, Commerce, Labor and War, and of the Army and Navy Munitions 
rd and of the insular government of Puerto Rico. The Department of 
te and Foreign Service members of the United States delegation, excluding 
strative and clerical staff, were— 


rman: William L. Clayton, Under Secretary of State for Economic Affairs 
Chairman: Clair Wilcox, Director, Office of International Trade Policy 
ates: 
Winthrop G. Brown, Chief, Division of Commercial Policy 
Harry C. Hawkins, counselor of Embassy for economic affairs, American 
Embassy, London 
isers: 
Honore M. Catudal, adviser, Division of Commercial Policy Einar Jensen, 
agricultural attaché, American Legation, Bern 
Edmund H. Kellogg, Division of International Organization Affairs 
Donald D. Kennedy, Chief, International Resources Division 
John M. Leddy, adviser on general commercial policy, Division of Com 
mercial Policy 
Robert P. Terrill, Associate Chief, International Resources Division 
ff negotiating teams: 
United Kingdom: 
Wilson T. M. Beale (head), Assistant Chief, Division of Commercial 
Policy 
Don C. Bliss, commercial attaché, American Embassy, London 
Joe Adams Robinson, Division of Commercial Policy 
Canada: 
Homer S. Fox (head), commercial attaché, American Embassy, Ottawa 
Constant Southworth, Division of Commercial Policy 
Southern Dominions: 
Robert M. Carr (head), adviser, Division of Commercial Policy 
Kathleen Molesworth, second secretary and consul, American Embassy, 
London 
India: 
Edwin G. Moline (head), Division of Commercial Policy 
Joseph S. Sparks, vice consul, American consulate, Karachi, India 


89888—54— pt. 4—75 
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France: 
Daniel J. Regan (head), counselor of the Embassy for economic affai; 
America Embassy, Paris 
Mary G. Crain, Division of Commercial Policy 
H. Arnold Quirin, Division of Commercial Policy 
Belgium and Holland: 
William A. Fowler (head), adviser to the United States representa 
(ECOSOC) 
Julean Arnold, Jr., Division of Commercial Policy 
China and Lebanon: 
Merrill C. Gay (head), Assistant Chief, Division of Commercial Px 
John F. Shaw, Division of Commercial Policy 
Czechoslovakia : 
Vernon L. Phelps (head), adviser on European commercial affa 
Division of Commercial Policy 
Robert Bruce Wright, Division of Commercial Policy 
Brazil and Chile: 
Du Wayne G. Clark (head), commercial attaché, American Embass 
Rio de Janeiro 
William F. Gray, Division of Commercial Policy 
Cuba: 
Hi. Gerald Smith (head), assistant to the Assistant Secretary of State 
for American Republic Affairs 
Amelia H. Hood, Division of Commercial Policy 
Norway: 
Norman Burns (head), adviser, Division of Commercial Policy 
Robert Bruce Wright, Division of Commercial Policy 
rechnical Secretary: J. Robert Schaetzel, special assistant to the Direct 
Office of International Trade Policy 


10, Conference on Trade and Employment at Habana, Cuba, November 21, 1947 
through March 24, 1948. 
rhe delegation included representatives of the Departments of Treasury, Agi 
culture, Commerce, Labor, Interior, the then National Military Establishme 
and of the Tariff Commission. Congressional, Department of State, Fore 
Service, and nongovernmental members were 
Chairman: William L. Clayton, adviser to the Secretary of State 
Vice chairman: Clair Wilcox, Director, Office of International Trade Policy 
Delegates 
Jere Cooper, United States House of Representatives 
James Grove Fulton, United States House of Representatives 
Jacob K. Javits, United States House of Representatives 
\. Willis Robertson, United States Senate 
Harry C. Hawkins, Minister-Counselor for Economic Affairs, Ameri 
Embassy, London 
Political adviser: Albert F. Nufer, American Ambassador to El Salvador 
Legal adviser: Seymour J. Rubin, Assistant Legal Adviser for Economic Aff 
Nongovernmental members: 
John Abbink, past chairman, National Foreign Trade Council 
Kenzie S. Bagshaw, chairman, Executive Committee, National Grange 
H. W. Balgooyen, member, advisory group, international economic relati 
committee, National Association of Manufacturers 
John Brophy, director, Industrial Union Councils, Congress of Indust: 
Organizations 
John Dickey, president, Dartmouth College 
Elvin H. Killheffer, member foreign commerce department committ 
United States Chamber of Commerce 
Lee Minton, president, Glass Bottle Blowers Association American Fed 
tion of Labor 
Mildred Northrop, associate professor of economics, Bryn Mawr College 
John J. Riggle, assistant secretary, National Council of Farmers Coope 
tives 
Victor J. Schoepperle, Bankers Association for Foreign Trade 
Wilbert Ward, past president, Bankers Association for Foreign Trade 
H. L. Wingate, president, Georgia Farm Bureau, American Farm Burea 
Federation 
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ical members: 
Honore M. Catudal, adviser, Division of Commercial Polic) 
Hubert F. Havlik, Acting Chief, Division of Investment and Economic De 
velopment 
dmund H. Kellogg, specialist, Division of Inter onal Organization Af 
fairs 
Donald D. Kennedy, Chief, International Resources Division 
John M. Leddy, adviser, Division of Commercial Policy 
Hf. Gerald Smith, acting adviser, Office of Financial and Development Policy 
Robert P. Terrill, Associate Chief, International Resources Division 
officer: Morris N. Hughes, first secretary, American Embassy, Habana 
tants: 
James N. Cortada, economic analyst, American Embassy, Habana 
Carl F. Norden, second secretary, American Embassy, Habana 
ical secretary: J. Robert Schaetzel, special assistant to Director, Office of 
national Trade 
re was also convened at Habana the first session of the contracting parties 
he General Agreement on Tariffs and Trade during the period February 28 
h March 24, 1948. The United States representative at this session was an 
of the Department of Commerce. Department of State members of the 
ation were 


o 
tl 


re M. Catudal, adviser, Division of Commercial Policy 
M. Leddy, adviser, Division of Commercial Policy 


m L. Phelps, adviser, Division of Commercial Policy 
Preparations for third session of contracting parties to the General Agree 
ment on Tariffs and Trade 
his work conformed to the general pattern set forth in itee 1 above. Many 
agencies of the Government participated. Within the State Department 
rk was under the supervision of Willard L. Thorp, Assistant Secretary for 
mie Affairs. While the work involved many units of the Department, it 
oncentrated in the Office of International Trade Policy, of which Winthrop 
n was then Director, and in the Division of Commercial Policy, a com 
of that Office, of which Woodbury Willoughby was then Chief. 


Third session held at Annecy, France, April through August 1949. 
The third session of the contracting parties to the General Agreement on 
and Trade (GATT) was held at Annecy during the period April 8 
igh August 26, 1949 
delegation included representatives of the Departments of Treasury, 
iculture, Commerce, and Labor, and of the then National Military Establish- 
The members of the delegation from the State Department and the 
gn Service, exclusive of the administrative and clerical staff, were 
rman: Woodbury Willoughby, Chief, Division of Commeri Policy, Chair 
an of the Interdepartmental Committee on Trade Agreements 
\dvisers 
Honore M. Catudal, adviser, Division of Commerical Polic) 
Walter Hollis, assistant to the Legal Adviser 
I’. A. Motz, attaché, American Embassy, Paris 
Vernon L. Phelps, adviser on European commercial affairs, Division of 
Commercial Policy. 
iriff negotiating teams: 
Denmark and Finland: Julean Arnold, Jr., Division of Commerical Policy 
Sweden: 
Avery F. Peterson (head), counselor, American Embassy, Stockholm 
H. Arnold Quirin, Division of Commercial Policy 
Italy: 
Homer S. Fox (head), counselor, American Embassy, Ottawa 
John M. Kennedy, Division of Commercial Policy 
Greece and Liberia 
Horace H. Smith (head), first secretary, American Embassy, Athens 
C. Thayer White, Division of Commercial Policy 
Dominican Republican and Haiti: 
Daniel M. Braddock (head), first secretary, American Embassy, Madrid 
Amelia Hood, Division of Commercial Policy 
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Division of River Plate 
on of Commercial Policy 
{ omme cial Pol cy 
Habana Embassy. 
an, Division of Internat 


lief, 


t Commercial 


ic 
1 Dp : 
cial Policy 


ion of Commercial Pol 


study conducting a third ro 


Wil 


on to 1 ly possibilities 


at Annecy and reconvene 

adi a airs, 
ited the 1 
Division 

Don ¢ Bliss, counselor 


London, represented the United 


states 


to GATT, held at Geneva, Swit 


‘ of the Departments of Trea 
1d of the om Cooperation Administra 
‘legation from the Department of State and the Foreign 


Ambassador to Greece 


nimmercia 


Sinn, commercial policy staff 


rth in items 1 and 
taff had become 


during this period was Carl 
september 28, 1950, throu 


itiations included representat 
Acriculture, Commerce, and of the Ecor 


e from the Depart1 t of State and | 


ry of State for Economic Aff 
Director, Office of International 41 


Chief, Commercial Policy Staff (chairman, trade agree1 
Phelps, alternate chairman, trade agreements committee 


gdom: 
i’, Baldwin (head), American Embassy, London (head of 
ida and Australia-New Zealand-South Africa teams, also) 
James H. Lewis (deputy head), Office of British Commonwealth 
Northern European Affairs 
Kathleen Molesworth, American Embassy, London 
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Canada: 
Constant Southwort 
and Northern Europ 
Richard T. Black, Divisi 
Australia, New Zealand, and South Africa: 
Albert IE. Clattenburg, Jr. (deput; ad), Americ: Imba , Lisbon 
(Mrs.) Musedorah T “PSO! flice british Commonwealth and 
Northern European 
Belgium, Indonesia, Luxem 
Patten D. Allen (head) 
John EF. Shaw, Office 
France: 
Danie 
C. Thay 
Germany 
Knowlton Hicks 
Vienna 
Henry Wyner, Bureau of Gern 
Austria, Denmark, Italy, Norway, Sweden 
John M. Kennedy (head), Office of W 
John Montgomery, Office of We 
India, Korea, and Turkey 
Francis Lincoln (head), Office of Greek, Turkis al inian Affairs 
(Mrs.) Louise Sissman, Off 
ba and Dominican Republics 
Merwin Bohan (head), Foreign Serv re ve officer ad of Brazil 
and Peru teams, also) 
(Mrs.) Amelia H. Hood, Bureat 
and Veru 
Villiam A. Conkright (deputy head), Americ: 
Vill I’, Gray, Office of Northwest Coast Affairs 
] can Affairs 
Commercial Policy Staff 
neurrently with the 


\ in Embassy, Seoul 
\ im f 
het} MeGrory, Office of M ddie Ame! 


hilZat 
il secretary: (Mrs.) Margaret H. Potter, 

parties was held « 
luded representatives of 


Economie Co- 


nic? 
fifth session of the contracting ps 
United States delegation in 
Agriculture, Commerce, and 

ration Administration. Those from the Department of State 
Winthrop G. Brown, Direct Office of International Trade Policy 


negotiations and the 
Departments of Treasury, 
man: 
sers: 

rn 
al I ‘vy Stat 
\ffairs Staff 


role, Acting Assistant 
Leonard Weiss, Assistant Chi 


al secretary : Northrup Kirk, 


Saul R 


rie 
ation for the sixth session of the contracting parties 

edure was generally the same as set forth in items 1, 11, and 15 above, 

e of Economic Defense and Trade Policy had become suc- 

the field of trade policy th ormer Office of In- 

. Leddy was Acting Director of the new 

sa component of the new Office and Carl 


sibility i 
tional and 
The Commercial Policy 


a 


rse was its Chief 
session, held at Geneva, September 17 through October 26, 1951. 
ation included representatives of the Departments of Treasury, Agri- 


and of the Economic Cooperation Administration. Those 


reign Service were: 


Yel 
» dele 


e, and Commerce, 
the Department of State and the I 
Assistant Secretary for Economie Affairs 

of Economie Defense and 


rman: Willard L. Thorp, 
Chairman: John M. Leddy, Acting Director, Office 


de Polieyv 


Jack C. Corbett, Deputy Director, Office of Financial and Development Policy 


Joseph A. Greenwald, Commercial Policy staff 


Walter Hollis, Office of the Legal Adviser 
Walter M. Kotschnig, Director, Office of U. N. Economie and Social Affairs 
J. Robert Schaetzel, special assistant to the Assistant Secretary for Economie 


Affairs 
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delegation, United States resident delegat 


secretary, Office of the Assistant Secret 


essional Committee established at above 


itions to meetings of the Ad Hoe Committee for Age 


on Inte 


nited States deleg 
and Intersessional Business were 


ry, Ameri Vv, London 
meeting in Geneva, February 25 
een officer, United States 1 
ommis Geneva, Switzerland 
25. 1962 


mm, Denut Defense and’ 


ting in Genev; 
i Cree 


sevent! llowed the ge! 


tion with item 17 above 
ves from the Departn 


ritv Agel! 


1 Conne 

ded representat 

merce, and from the Mutual S 

uartment of State and the Foreign Service were 
Willard L. Thorp, Assistant tary for Kconomic Affairs 
eputy Director, Office of Economic Deft 


secre 


ixchange Restrictions and P: 


Agreements lon \ 1 ai 
ic office 


ssident 


eph Ih 


nter 
Office 
| Relations 
American Embassy, P 
Nichol, conference 


resident 


onal organiza 


Donahue, Office aunt Secreta 


Agenda and Intersessional Busines 
sion of contracting parties 


= to the Ad Hoc 


item 190 above 
h 


»* SeOVE 
to the seventh 


) Unite es to meetings subsequent 
sion were: 
At meeting in Geneva, February 2, 1953: United States representatiy 


rse, Chief, Commercial Policy 


Geneva, 
stant officer 

inn Affairs 
n Geneva, August 17, 1598: 

epresent John M. Leddy, Acting Deputy Assistant Secr 
tary for Economic A 
>) At meeting in Ge February 
is officer, resid 


18, 1954: 
States representative: Joseph A. Greenwald, economic 


tes delegation to international organizations, Geneva, Switz 
1 Community 


ng the European Coal and Stee 


to this treaty and did not partic ipate 
developments from the 
function of the st: 


he Unit States is not a party 


negotiation Responsibility for following treaty 


point of United States interests has been a continuing 
the and of the Assistant 


the Burean of European 


secret 


Assistant Secretary fo omic Affairs 
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Waiver of provisions of above treaty agreed to at seventh sessi f con- 
tracting parties. 
suant to its instructions from Washington, the delegation to the seventh 
n represented the United States in this negotiation. The Department of 
and Foreign Service members of the delegation are set forth in item 20 (b) 


reparations for the eighth session and session itself, September 17 to October 
24, 1953. 

) The preparations for the eighth session followed the pattern indicated in 
17 and 20 (@) above, except that during this period Samuel C. Waugh was 

stant Secretary of State for Economic Affairs 
The delegation included representatives of the Departments of Treasury, 

culture, and Commerce. Those from the Department of State and the 
gn Service were 

rman: Samuel C. Waugh, Assistant Secretary for Economic Affairs 
chairman: Winthrop G. Brown, counselor, American Embassy, London 

sers: 

Carl D. Corse, Chief, Commercial Policy staff, Office of Economic Defense 
and Trade Policy 

Joseph A. Greenwald, economic officer, American consulate general, Geneva, 
Switzerland 

Walter Hollis, assistant to the Legal Adviser 

John M. Leddy, Director, Office of Economie Defense a ’ 

Bernard Norwood, international economist, Office of Economic Defense and 
Trade Policy 

Alexander Rosenson, Chief, Monetary Affairs staff, Office of Financial and 
Development Policy 

tary of the delegation: Mason A. LaSelle, resident delegation to interna- 
nal organizations, Geneva, Switzerland 


j 


Preparations currently being made, if any, for future ons of the con- 
tracting parties to the General Agreement on Tariffs ; 


Preparations for the ninth session in October 1954 are among the many factors 
er consideration in connection with the comprehesive review of United States 


cn economic policy being undertaken by the executive branch in the general 


t of the report of the Commission on Foreign Economic Policy Ir. Clarence 
dall, as the President’s representative, i upervising ft] teragency work 
iel C. Waugh, Assistant Secretary of State for E 1omie Affairs, is primarily 
nsible within the Department of Stat artment’s participation 


ie work. 
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